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DEPOSITED BY THE 
pNiTED STATES OF AMERICA 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


Monpay Fersrvary 23, 1959. 


HOUSE OF REPRESENTATIVES 


WITNESS 


HARRY LIVINGSTON, DISBURSING CLERE, HOUSE OF REPRESENTA- 
TIVES 


CONTINGENT EXPENSES OF THE HoUsE 


Mr. Tuomas. Gentlemen, will the committee please come to order? 

We will start to consider some of the deficiency items, which are 
contained in House Document No. 58. 

It is nice to have Mr. Livingston, the Disbursing Clerk of the House, 
with us. 

Tell us about the two items for the House. 


REPORTING HEARINGS 


Mr. Livineston. The first item, Mr. Chairman, is a supplemental 
request of $10,000 for reporting hearings for fiscal year 1958, caused 
by the heavy work of the committees of the House. The appropria- 
tion for the fiscal year 1958 was $120,000, of which $119,984.70 has 
been expended leaving a balance of $15.30. We have bills to be paid 
totaling $6,685.35. The balance or $3,314.65 will be used to pay any 
bills submitted later for payment. On this item we have no way of 
knowing the amount that will be needed for contract reporting of 
committee hearings. 


(1) 
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The rates per folio for contract reporting service are established by 
the Committee on House Administration. 


We submit the following table showing the monthly expenditures 
for the fiscal year 1958, and the fiscal years 1957, 1956, and 1955: 


Fiscal year 1968 
gy é 
Se cae a ee eS ae wer Sa BS oe & ee et ee mem $310. 2! 


a 1, 686. 10 
SS SRS OC RS Ae Ee ee ae 9, 097. 75 


Ee oe ee ec mummiemetn meen 3, 994. 75 
a I 1, 681. 00 
Dece’’ ber__. 


1957—Julv 








oR a Bd be EE) Ot ROS i ee Ot eee 38. 00 
BS a, ee Se ree ee ee ee eee 2, 043. 55 
Te Ne nO ee eee 5, 792. 20 

EN hase pe a en Re eS ae . 13,332. 50 

See AO SIO Le SIU ak cee 9, 923. 55 

a ee ww da ci 20, 059. 25 
a a NN a 13, 883. 10 
a i la 21, 932. 00 

i le td . 13, 401. §0 
Nee ee eee ee ed id a awe cs 2, — 10 
I ee a i a 44.10 

I hn ct eg ts ri a a “119, 984. 70 

Fiscal year Appropriated| Expended | Balance 

ili cian lh ncatiks cas bccicoinsiadnaeiioestti Maa batnk wiikdaked | $125, 000 $84,463.17 | $40, 536, 83 
Stich il alana caine renting pin Siamapiedtannnbaninnmeibainnine 125,000 | 105,814.48 | 19, 185 52 
TT a ea sese 125,000 | 86, 000. 17 | 38, 909. 83 


POSTAGE STAMPS 


Mr. THomas. What is your next item?. 

Mr. Livincston. We are requesting a supplemental appropriation 
of $183,640 for airmail and special delivery stamps, for the 1st ses- 
sion of the 86‘h Congress, as authorized by Public Law 85-778, ap- 
proved August 27, 1958. This law increased the stamp allowance 
of Members and Delegates from $300 per fiscal year to $400 per ses- 
sion, and each st: anding committee from $180 per fiscal year to $240 per 
session, starting with ‘the Ist session of the 86th C ongress. 

Hereafter we will request the appropriation for the st: imp allow- 
ance be appropriated on a session basis instead of a fiscal year basis. 
As all ee have not withdrawn their full amount for the current 
fiscal year, which is available for their use through June 30, 1959, we 
have ee using the 1959 appropriation to issue stamps for the Ist 
session of the 86th Congress. The funds used for this purpose will be 
reimbursed from the supplemental appropriation to bring the 1959 
appropriation into balance. 

Mr. Tuomas. Tell us about our mail. Is it increasing in volume? 

Mr. Livrneston. Yes. This increase was authorized by the Con- 
gress last year. It also changes the stamp allowance from a fiscal to 
a session basis. 

Mr. Tuomas. In other words, you have an increase in the size of 
the stamp load ? 

Mr. Livineston. Yes, sir. 
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THE JUDICIARY 


WITNESSES 


WARREN OLNEY III, DIRECTOR, ADMINISTRATIVE OFFICE OF THE 
UNITED STATES COURTS 

JOHN C. AIRHART, DEPUTY ASSISTANT DIRECTOR 

DARWIN H. ANDERSON, BUDGET AND ACCOUNTING OFFICER 


Mr. Triomas. It is nice to have such distinguished gentlemen with 
us this morning from the judiciary, Mr. Warren Olney III, Director, 
Administrative Office of the U.S. Courts; John C. Airhart, Deputy 
Assistant Director, and Darwin H, Anderson, budget and accounting 
officer. 

We have two or three items that we are interested in. One is “Fees 
of jurors and commissioners, U.S. courts”; No. 2 is “Travel and mis- 
cellaneous expenses, U.S. courts”; “Salaries and expenses, Adminis- 
trative Office of the U.S. Courts”; and “Expenses of referees, U.S. 


























3 < 
courts.’ 
s 
Frees oF JuRORS AND COMMISSIONERS 
Program and financing 
| 
Presently Revised | Increase (+) 
available estimate or 
decrease (—) 
Program by activities: Fees, expenses, and costs (total obli- 
gations) _.... pokes $4, 940, 000 $5, 120, 000 -+$180, 000 
Financing: Appropriation available in prior year. adienmnsiaiie’ 55, 000 | 55,000 }....--- 
Appropriation (new obligational authority) -.:---~-- . 4, 995, 000 5, 175, 000 180, 000 
Object classification 
| 
Presently | Revised | Increase (+) 
} available estimate or 
| decrease (—) 
01 Personal services: Fees, U.S. Commissioners...........-- 725, 000 | $780, 000 +$55, 000 
07 Other contractual services: | 
Fees: | 
Jury commissioners. -_----.-- ‘ , ss 10, 000 | 10,000 }_.-.~-- 2 
Grand jurors... cz os 7 | 570, 000 | 620, 000 +50, (00 
Petit jurors. ae thud decemak 3, 611, 000 } 3, 685, 000 +74, 000 
11 Grants, subsidies, and contributi ions. eat bis iat | 13. 000 ot | eee = 
15 Taxes and assessments.. enaeie ie 11, 000 12,000 | +1, 000 
4, 940, 000 | 5, 120, 000 | 180, 000 


NE CE on dina ntedinvnekinncchanesuawepanaesen ‘ ; 
' ! 





Let us take the first one, “Fees of jurors and commissioners.” You 
are requesting $180,000. Tell us about it, please, sir. 

Mr. Oxtney. Mr. Chairman, that is an item over which we have 
little control. It is to pay the additional costs of jurors and U.S 
commissioners. We need more money than we had asked for Netbhene 
of statutory increases in the amounts of their fees. 

Mr. Tuomas. Mr. Reporter, we will insert pages 17 and 19 of the 
justifications in the record at this point. 

(The pages referred to follow:) 








4 


Courts oF APPEALS, DisTEIct CoURTS AND OTHER JUDICIAL SERVICES 


Fees of jurors and commissioners, U.S. courts, 1959 


I et *$4, 995, 000 
an ne ee  erenneneimenmmetmamere 1, 327, 109 
RII RUD; RON, HOUR, I a crete crciicrminicnniaiti tebe nentbaraiacniosien 1, 327, 109 
ee ge Eg ae ee ee ae ne 5, 120, 000 
ei ciielniaccilinlnibidnart unas catgubip aes oidptaanaisdtsiinin Db caniitiininrintpinitngs nigh esieenn wii 180, 000 


1The sum of $55,000 of this appropriation was obligated in 1958 under a special provi- 
sion in the text. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Fees of U.S. commissioners 

Payments to commissioners for services in 1958 are expected to aggregate 
$760,000 and will include fees at higher rates under Public Law 85-276 for the 
last 10 months of the year. Because the higher rates will be in effect for the 
full year 1959 it is estimated that fees will total $780,000. The sum of $725,000 
presently is available for fees of commissioners. To meet the estimated cost, an 
additional sum of $55,000 will be required. 
Fees, expenses and costs of jurors 

The costs for juries in 1958 amounted to $4,196,300 and included higher statu- 
tory fees which were in effect only from September 7, 1957. The estimate for 
1959 is $4,315,000, or an increase of $118,700 of which approximately $30,000 is 
estimated to cover the difference between higher fees being in effect for the full 
year 1959 as compared with 10 months of 1958, while the remainder, $88,700, 
will provide funds for a slight increase in payments to jurors. The sum of 
$4,191,000 presently is available for costs for juries and an additional amount of 
$124,000 will be needed to complete estimated payments to jurors serving in 1959. 

A supplemental sum of $124,000 together with funds now available will allow 
an average increase in payments in 1959 of 2.8 percent over 1958. Expenditures 
to November 30, 1958, totaled $1,185,295 as compared with $1,128,353 for the same 
period a year ago, or an average increase in payments of 5 percent. It is rec- 
ognized that payments for the first 5 months of this year include the higher rates 
of fees for the full period whereas the same period last year was made up of 
payments at old rates for 2 months and new rates for 3. It is believed that as the 
year progresses the current percentage of increase will gradually decrease to the 
point where funds requested (for a 2.8 percent increase) will be sufficient. 
Tazres and assessments 


To pay the Government’s share of FICA taxes on fees paid to U.S. commis- 
sioners, it is estimated that an additional sum of $1,000 will be needed in 1959. 

Mr. Otneyr. The fees were increased early in 1958 and were in 
effect for about 10 months of that year. The higher rates are payable 
for the full year 1959. 

Mr. Tuomas. How much guesswork is in this figure by the very 
nature of the proposition, Mr. Olney? 

Mr. Otneyr. Considerable. 

Mr. Tuomas. When did you make up your estimates ? 

Mr. Anperson. May I answer that, Mr. Chairman? 

Mr. Tuomas. Yes. 

Mr. Anpverson. We made up the estimate in late December and I 
have reviewed it and we are pretty close. 

Mr. Tuomas. You are hitting the nail on the head. 

Mr. Anperson. We are within a few thousand dollars of the addi- 
tional amount requested. 

Mr. Tuomas. This is customarily a deficiency item every year, is 
it not? 

Mr. Anpverson. Nearly every year, sir. 

Mr. Tuomas. It makes sense to handle it that way because it is 
dependent on matters that are beyond your control; in other words, 





on 
yo 


Pri 


Fi 


109 
109 


ovi- 


2C- 


|s- 
9. 


in 
le 


le 


- 


5 


on how much work is in the courts. You cannot control it and it gives 
you a shorter period to look at it. 
Mr. AnveErson. That is correct. 


TRAVEL AND MisceLLaNngeous Expenses, U.S. Courts 


Program and financing 











Presently Revised Increase (+) 
available estimate or 
decrease (—) 
Program by activities: 
Travel and miscellaneous expenses: 
PoE CUIIIOIRE, S..56 a don cawacesckeckansushabdbnsve $2, 975, 000 $3, 153, 000 +-$178, 000 
Reimbursable obligations..................-..--....-- 3, 500 BORO tis i 
I gata ninicebbednddactephamcentenmonne 2, 978, 500 3, 156, 500 178, 000 
Financing: 
Advances and reimbursements from other accounts... ..- —3, 500 EB bincceccse teks 
Appropriation (new obligational authority)..............- 2, 975, 000 | 8, 153, 000 178, 000 
| 





Object classification 














Presently Revised Increase (+) 
available estimate | or 
decrease (—) 

| 

Direct obligations: | 
oS ‘Travel.....««. aa neal ict ahi lid | $1,346, 100 Re, ee UP inniciercmaennear 
ee OR ee 25, 000 Dh GOD fo, enschede 
Oe CEs SOE WEE, oc cco nccncsaeecnenccctsenanta 336, 200 | 375, 200 +$39, 000 
| RR ae EF dds binge atbaoibiehlatnebes 92, 000 | 120, 000 +28, 000 
oe eg ee ee eee 5,000 | BiG D cecccewaiiiebias 
6. I, SI POOR oe cnccneceecanguénennecs 168, 700 179, 700 +11, 000 
07 Other contractual services. .................---------- 42,000 | 2,001 
Transcripts ordered by court_........--....-----.. 45, 000 | 57, 000 +12, 000 

Attorneys’ fees, Commission on Mental Health, 

District of Columbia------ mipaiteagatbipasinameniee 1,000 | pe Anwnnnansieceee 
aR ER ne eee 190, 200 200, 200 +10, 000 

09 Equipment: | 
OE ne ee ee A Ea Bee 104, 000 | 134, 000 +30, 000 
RS 144, 800 | 162, 800 +18, 000 
a, Sg... oon ccacagecesennene. 103, 000 | 133, 000 +30, 000 
Lawbooks, continuations. -......................-. 372, 000 DRE ED Tokina tne bitiduins 
——<$$___ —___ |__ ee 
Total direct obligations.._......-- Sinaia ata ina 2,975, 000 | 3, 153, 000 178, 000 
Reimbursable obligations: 06 Printing and reproduction..._- 3, 500 | $e SE Tokasap cerionshcerete 
Poked GARG UMA cies nnsaneninl insendcoveruencencsosce 2, 978, 500 | 3, 156, 500 178, 000 


Mr. Tuomas. What is your next item? 

Mr. Otney. “Travel and miscellaneous expenses.” 

Mr. Tuomas. You are requesting $178,000. Put pages 23 through 
26 in the record at this point. 

(The pages referred to follow :) 


erento Or a nd es a Ls $2, 975, 000 
Os Oe Tet ee Wi i el em bceren beled 1, 394, 531 
Expenditures to Nov. 30, 1958_....---_._-__ elidel enue 1, 068, 223 

Bases Su mere meee Gober yew a 3, 733, 000 

MN chit isch tts eae ee sig ln ses ag ellen data 178, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The “Miscellaneous expense” portion of this appropriation provides the funds 
with which to purchase the supplies, equipment, lawbooks, printed forms, and 
communication services for the U.S. circuit and district courts (except for the 
offices of referees in bankruptcy). As the fiscal year 1958 progressed it was 
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noted that the costs of communications, transcripts, printing opinions, and com- 
modities were advancing rapidly; also, in their efforts to keep abreast of the in- 
creasing volume of business the courts required more of these facilities and 
equipment. Funds were inadequate to meet all the demands and it therefore 
became necessary to defer the purchase of numerous essential items of equip- 
ment and lawbooks. Fiscal year 1959 thus began with a backlog of unfilled re 
quests from court officials totaling nearly $80,000. A review of the needs of the 
courts in the way of physical facilities and the policies of administering the ap- 
propriation concerned indicates that every effort is being made to effect econo- 
mies of operation, but yet additional funds are needed to provide the courts with 
necessary tools and equipment. The following requests for additional funds, 
except for penalty mail, are presented for the purpose of providing funds to elimi- 
nate the backlog and to meet current needs from the current appropriation. 


Communication services 


An additional amount of $39,000 will be required in 1959 to meet the current 
rate of payment for communication services. The estimate is comprised of two 
elements: (1) $18,000 for telephone rate increases authorized by competent 
authority: (2) $21,000 for increases in reimbursements to the General Services 
Administration resulting from changes in billing procedure under GSA Circular 
93, revised May 13, 1957. 

The increases in rates and reimbursement to GSA are changes over which 
there is no administrative control on the part of the courts and the cost to the 
courts rises in the same proportion as to other Government agencies, 


Penalty mail 


The passage of the Postal Rate Increase Act, 1958, effective August 1, 1958, 
places an additional burden upon the appropriation through the payment at 
higher rates for the use of the penalty mail privilege. It is estimated that the 
additional eost in 1959 will be $28,000, or about one-third more than funds 
presently available, 


Printing opinions of courts of appeals 


An increase in the number of opinions produced by courts of appeals and the 
rising contract rates therefor indicate that an additional sum of $11,0M% will be 
required in 1959. Obligations for the first 5 months of this year total $5,000 
more than for the same period a vear ago., It is requested that the sum of 
$11,000 be included in the supplemental appropriation. 

Transcripts allowed by the courts 

At its two most recent meetings, March 1958 and September 1958, the Judicial 
Conference of the United States authorized increases in maximum rates to be 
charve’l by court reporters for transcripts. 

In March, the ceiling on ordinary transcript was increased from 55 cents to 
65 cents per page for the original and from 25 cents to 30 cents per page for 
copy. Maximum rates for daily transcript were increased in September on a 
sliding scale basis from $1.30 to $1 per page for the original and from 50 cents 
to 35 cents per page for copies as the number of copies ordered increased. The 
cost to the Government for furnishing transcripts on appeal in forma pauperis 
has therefore increased by approximately $12.000 per annum and a supplemental 
appropriation will be needed to cover these increases. 

Photocopy paper 

By turning to mechanical means of producing copies of documents requested 
of offices of clerks of court. the clerks have been able, to a large degree, with 
present staff to handle the increase in volume of this phase of their work. It 
is necessary, however, to furnish these offices with supplies required to produce 
the copies. In order to fill requests for photocopy paper for use in preparing 
such copies an additional appropriation of $10.000 will be required. It is re- 
quested that this sum be included in the supplemental appropriation for 1959. 
Equipment and lawbooks 

The fiscal year 1958 closed with pending unfilled orders for lawbooks. general 
office equipment, and furniture totaling approximately $80.000. Since that time 
numerous orders have been filled but the more recent requests have been placed 
on the pending list. The lawbooks should be furnished to the courts without 
delay. Items of office equipment and furniture are required for normal opera- 
tions and should be provided when the need arises. In order to close the fiscal 
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year 1959 with no backlog other than current requisitions and to foresee the 
possibility of providing the courts with these items during 1960 with funds ap- 
propriated for that year, it is urgently requested that an additional sum of 
$78,000 be appropriated for 1959. 


MISCELLANEOUS EXPENSES 


Mr. Tuomas. You have an item for $80,000 for lawbooks and gen- 
eral equipment. 

Gentlemen, turn to page 23 and read the last paragraph: 

The miscellaneous expense portion of the appropriation provides the funds 
with which to purchase the supplies, equipment, lawbooks, printed forms and 
communication services for the United States circuit courts and district courts 
(except for the offices of referees in bankruptcy). * * * Fiscal year 1959 thus 
began with a backlog of unfilled requests from court officials totaling $30,000. 

What is that item ? 

Mr. Ouney. That is for lawbooks, equipment of all kinds that the 
courts need, even including such things as copy machines. 

Mr. Tuomas. Is that an annual expenditure, a recurring item every 
year? 

Mr. Oxney. Yes. We have annual expenses for these items. But, 
the sum we are requesting here will not be required again in 1960 be- 

cause it is for the purpose of clearing up a backlog of orders. 


VOLUNTARY REDUCTION IN 2EQUEST 


Might I say at the outset we were asking for a total of $178,000 and 
that can well be cut to $160,000. We have been able to pick up a 
considerable part of this backlog and there is $18,000 that can be cut 
off of that. 

Mr. Tiiomas. This represents a cut in your 1959 appropriation of 
$178,000? 

Mr. Otney. Yes. 

Mr. Tuomas. What was your budget estimate ? 

Mr. Otney. The amount we are requesting can be reduced from 
$178,000 to $160,000. 

Mr. Tuomas. | mean what was the amount you requested before the 
regular committee for 1959, $3.2 or $3.7 billion 4 

Mr. Anverson. The appropriation for 1959 is $2,975,000. 

Mr. Tuomas. What was your request? Your appropriation was 
$9,975,000. What did you request of the committee for 19594 You 
made a reduction of $123,300. 

Mr. Anperson. $123,300 more, that is correct. 

Mr. Tuomas. If we were to give you that much, do you think we 
would all be getting in trouble here ¢ 

Mr. Otney. Might I explain the reason for this ? 

During the ye: ir we have had increases in communication costs, 

Mr. Trromas. $39,000 for the payment of communications services, 
comprised of $18,000 for telephone rate increases, $21,000 for increas 
in disbursements to the General Services Administration. How euch 
was your penalty mail, $28,000 4 

Mr. Anperson. That is right. 

Mr. THomas. What is your next one, printing of opinions of courts 
of appeals; obligations for the first 5 months were $5,000 more than 
the same period last year. It is requested that the sum of $11,000 be 


included. 
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Mr. Anpverson. That is running true to estimate, Mr. Chairman. 

Mr. Tuomas. Then you lump in an item of $80,000. On the surface 
you _ see 11 and 28 is 39, and 40 in round figures. That is 79, is 
it not ¢ 

Mr. Anperson. Plus the $39,000 for communication services. 

Mr. Tomas. I lumped that in at 40. 

Mr. Anperson. Yes, sir. 


SALARIES AND Expenses, ADMINISTRATIVE OFrFice, U.S. Courts 


Program and financing 


Presently | Revised Increase (+) 
available estimate | or 
decrease (—) 


Program by activity: 
Salaries and expenses: 
Direct obligations.............___- . $1, 032, 100 





2© pepe eid es | $1, 088. 350 | +-$56, 250 
Reimbursable obligations ____- Sintec hail 4, 000 4, 000 ote : 
Supplemental required for pay incre ee Pee Te —82, 100 |.......-. +-82, 100 
a 954, 000 1, 092, 350 188, 350 
Financing: Advances and reimbursements from other | | 
i la ol 0 aia aia atin nani na mb tedt -| —4, 000 = 6000 1, 24666sen08 
New obligational authority. ..............-......-..._.- 950, 000 1, 088, 350 | _138, 350 
New obligational authority: | ‘- 
I oti sceeetiteteittiaanteactiaiiae Stiinta attain | 950, 000 | 1, 006, 250 +5A, 250 
Se men IID OU I oon ala eemmanenesennel 82, 100 +82, 100 
Appropriation (new obligational authority)...........- | 950, 000 1, 088, 350 138. 350 
| 
Object classification 
Presently Revised Increase (+) 
available | estimate | or 
| decrease (—) 
Total number of permanent positions. ‘ Lae 144 152 ek 
Full-time equivalent of all other positions... --....- 1 2 | +1 
Average number of all employees. --_------- faael 139 142 | +3 
Number of employees at end of year-. ‘ : 142 | 151 | +9 
Personal service obligations: | | 
Permanent a. - ‘ $846, 500 | $877, 600 | +$31, 100 
Positions other than permanent_. 3,000 | 9,000 | +6, 000 
Other personal services. _....- eS 3, 200 | 4, 200 | +1, 000 
Total personal service obligations. ; 882, 700 | 890, 800 | 38, 100 
Direct obligations: | 
Personal services... - ; 848, 700 886, 800 | +-38, 100 
02 Travel-. ata ae 19, 200 | 21, 200 +2, OO 
04 Communication services 9, 200 10, 100 +900 
Penalty mail_-_-- : ‘ ; de 6,000 | 8, 000 | +2, 000 
05 Rents and utility services___ 20, 100 20, 100 
06 Printing and reproduction -- | 10, 600 10, 950 | +350 
07 Other contractual services. --.. ‘ 44, 250 44, 250 |... 
08 Supplies and materials--. 7, 500 7, 500 ‘ 
09 Equipment. 13, 600 24, 900 +11, 300 
11 Grants, subsidies, and contributions _- 52, 850 54, 450 +1, 60 
15 Taxes and assessments... , | 100 100 | 
Supplemental required for pay increases. - - -- —82, 100 +82, 100 
Total direct obligations._.....-....-- 950,000 | 1, 088, 350 | 138, 350 
Reimbursable obligations: 01 Personal services. s 4,000 | 4,000 
Total obligations..............-- | 954,000 | 1, 092, 350 | 138, 35 
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1an. Detail of personal services 
face ts 
. ! 
, Is Presently | Revised Increase (+) 
available estimate or 
decrease (—) 
geeranenemmeeron — eS —_ —— 
Num- Total | Num- Total | Num- Total 
Grades and ranges: ber salary| ber salary} ber salary 
Special positions at rates equal to or in excess of $15,375: 
at Td cr aiianisiaiiapibansignet 1 $20,000 1. 930, 008 dia 
: a ealcaen 1 17,500 1 Fy OOO Ro Saclicennes 
GS-17. $15,375 to $16,335: 
Deputy Assistant Director...............------------- 2 20,7841 . 3° ONCE (lees eas 
Chief, Division of Procedural Studies and Statistics... 1 15,392 | ae! eS SSA 
Oliiel, Bankruntey Divisietie 2. ..cn cess ckeccconesene 1 15,392 2 16,908 1A Lea. 
eed GS-15. $12,770 Lo $18,970: 
Chief, Probation Division. ..............--.-.-.-.---- 1 13,3874 |... BR Sie SOE cams 
(+) Chief, Division of Business Administration. ......-.-- |. Sees 2 
COREE DV oes Oe Ec ocnnnnsocecesseccnescace 1 12,771 LEA Uee Evocecdsaseanse 
(—) Attorney Seeueavecoaule iiandbiidetuesSURbandscnccdnee ¢ 6 (GIG Shee 
Sense GS-14. $11,355 to $ 2,555: 
Assistant Chief, Division of Procedural Studies and 
ema ree ee ee ceeeencoen pa OO ee net 
A iesbrative G6RtREG i... i. oncccncotumutnectéodssesss 1 11,606 | , Se i antae 
» 250 SRI oe icra lithe dl hin dinicin ccaneadinninnenmons 1 11,606 2 Wee 
~--. Budget and accounting MR she re Saree ce 1 11,357 RB 613,987 f.c-.-...5.-.-- 
, 100 Chief, Section of Court Services and Quarters__.-.---- 1 11,357 1: DD OUR Bc miiansele 
—— Assistant Chief, Probation Division ---............-.-- 2 22,714 i *) , | a ee 
350 SI I 5 tls ah Aa ececiuesiais ance gh ieneiaiienaiond ---------| 1 11,357 | +1 411,357 
GS-13. $9,890 to $11,090: Administrative attorney....-.--.-- 2 19,802 2. 10,008 li. ccncnnstes 
=== GS-12. $8,330 to $9,530 secs cade icteaeeacmea atch aiteabire ines dobloeiaies 6 53,914 6. Bite tiicccennsseen 
ete IORI 7 Rn ee ee 3 21,341 (2 wee 
350 GS- 20. SME C060 MOD nc ocvcncenvccieccceeuasd aa webeee 1 7,42 SCTE cnn once 
— ne et een endvosecuimmaanasent ae ee 10 64,006 |....<.<-ccoce 
y GS-8. $5,470 10 $6,370 .....---------20--0-en2eenensneeeenes b. GOM! 2 COPis.:24...2.- 
250 i 11 62,109 | 13 72,003} +2 +9,984 
100 4 Bee oe 15 70 OUR U6. | TO ON ince oasacss 
ae GS-5. $4,040 to $4,940. <b val U se univ eie hight okt 27 «121, 430 BF 292. 40D 12 cn casacsit 
350 Eh NO OR RSs ceca ck ckcccevcwonse abt 25 99,549 | 25 99,549 |...........--- 
ra GS-3. $3,495 to $4,065. ee ie Ne a a 14 52,877 | 15 56,372|/4+1  +3,495 
Grades established by interdepartmental lithographic 
wage board 
Grade 20. $6,510 to $7,176- > 1 7, 176 1 FTG hidcciumecciaae 
dane Grade 18. $5,450 $0 BUM, «.< cccncwnncccccess cenccces 1 6, 032 1 @ GOR 3 vc. anceccnoss 
Grade 14, $5,242 to $5,782__. a 2 11,024 S| Re Soo nnentiogaess 
+) OT) Ry ee ee 1 5, 574 1 SB WG Sic. Woe 
Grades established by administrative action pursuant to 
-) ne aaa of the Classification Act of 1949, as 
amended: 
Grade 11, $5,366 to $5,949_ __ inthe eek beedhans 1 4, 950 1 5, 949 +999 
+ § Grade 8. $4,742 to $5,242. _.-..__..-. So 1 4, 638 1 5, 242 +604 
+1 Grade 6. $4,285 to $4,742. _.......... 1 4, 389 1 4, 742 +353 
+3 Grade 5. $4,077 to $4,493__-_--. 5 21,008 5 22,048 1, 040 
LQ eeespeenenatesenanaselfesisiasistassinanetlaie 
= Total permanent.... ofa kinks cinta cai 144 869,004 | 152 947,921 |+8 78, 917 
Ee: Eile 08s ocnccd st nceckadteatobieses Sea tacwie ae 6 22,504) 12 70,321 146 +47,817 
00  aiaatiias eeieiaaiatsl cides heen 
00 Net permanent (average number, net salary) _ .. -| 1388 846,500 | 140 877,600 |4+2 +31, 100 
0 Positions other than permanent: 
— Temporary employment...........-.-.-.-..-..--.-- a 3, 000 ROE <. oetiae 
0 SE CORO ii is win ccinoc ntsc vesknddidas Sie ten thie 6, 000 +6, 000 
=r Other personal services: 
Regular pay above 52-week base... a 3, 200 Sg oe ee 
10 Payments to other agencys for reimbursable details..._...|_......-. 1, 000 +1, 000 
u) a sahitanal 
0 ol Personal services......-.- aig ie dail ao as cn pvt tinal 852, 7 70 890, 800 +38, 100 
ou 
0 
SALARIES AND EXPENSES, ADMINISTRATIVE Orricr, U.S. Courts 
U 
D Mr. Tuomas. Let us take a look at Salaries and Expenses, Admin- 
) istrative Office, U.S. Courts. Put pages 36 through 40 in the record. 


) (The pages follow :) 
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Analysis of request for additional funds for 1959 





| 




















|Wage board| Increased| 
Increased! Rules | increases | postage Total 
pay costs} group | and actu- | rates 
| arial study | 
NINN cian ceed ~sekudickacthis~>-o-~-s $76,900 | $31,200] $6,900 |... $115, 000 
DUR iid dideincetbkanbatdbhboweanecoveiinndhsaad’ habe | ROO baigascadecnt sentient | 2, 000 
NRO b nn ptlcstehwsikncchcnionn eae SO cinaaicinepiienbne Lien ARON 900 
cae era iad a | $2,000 2, 000 
Printing and reproduction........._- iene de eens a Beason | Be Nancaccaddubiodlisics wedua | 350 
Other contractual services........... ak eld TP Niicccnanianttinataicn cede id. ae 250 
ee esi eee ee Perens 11, 300 
Contributions to retirement fund.._._- sieicaltiadiadied | 4, 950 Rpt SLE J. Screed ISdcaien ce 6, 55 
ek iia ci ines uti gte binsoechcincnsaseceensieninc | 82,100 47, 350 6, 900 2, 000 138, 350 
| 
4 $9,300 of this amount is a nonrecurring item for furniture and equipment. 
Salaries and expenses, Administrative Office, U.S. Courts, 1959 

i a ca ccmamcepkpsnith niu oona wbaanasniontispnsbeststaden $950, 000 
I CY ct 48, 494 

ae TR aR ellis el al le ce 420, 135 
UIE NTEEIINCE: CROOIA) PORT i oi cr nen esio ner enone 1, 404, 400 
eR nn a Se Se ter 138, 350 


LANGUAGE CHANGES 


It is requested that the appropriation language for 1959 be amended to include, 
immediately after the comma the word “advertising”, the provision “services as 
authorized by section 15 of the Act of August 2, 1946 (5 U.S.C. 55a), at rates nut 
lo exceed $75 per diem for individuals,” 

The text of the appropriation so amended would permit the employment of 
an expert to collaborate with the proposed group to be established pursuant to 
Public Law 85-513, approved July 11, 1958, to conduct under the direction of the 
Judicial Conference a continuous study of the rules of practice and procedure 
in the Federal courts and to recommend changes in such rules. An identical 
change in language is requested in the justifications of budget estimates for 1960. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


An additional appropriation of $138,350 is needed in the current year for the 
following purposes: 


(1) Increased pay costs under the Federal Employees Salary Increase 


I a Bae $82, 100 
(2) To establish a group to implement the provisions of Public Law 
85-513, approved July 11, 1958_____ Sa ik ea ace categehaa eR umenescaince manage: MEET 
(3) Higher hourly pay for employees whose rates of pay are fixed by 
I eR a te I ct itt 5, 900 
(4) Actuarial study of the judicial survivors annuity system _________ 1, 000 
(5) Higher postage rates authorized by the Postal Increase Act of 1958__ _—2, 000 
Ice cea an a ne es orcs 4 138, 350 


Increased pay costs 


Due to a fewer number of judges on the rolls during the first 5 months of fiscal 
year 1959 it is recommended that the sum of $82,100 estimated to be required to 
cover higher pay costs in the Administrative Office under the Federal Employees 
Salary Increase Act of 1958 be transferred from the appropriation for salaries 
of judges. The estimate is comprised of $69,600 representing an average salary 
increase of 10.3 percent, including the cost of the change in the method of 
computing salaries; $7,300 to cover the cost of placing four positions in grade 
GS-17 as authorized by section 10 (f) of the act; and $4,950 and $250 for the 
Government's contribution to the civil service retirement fund and its share of 
group life insurance premiums, resepctively. It will be noted that the 1959 
column of the 1960 budget schedules did not.include the estimated related costs, 
but only $76,900 for the salary increases. Employment in the Administrative 
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Office is running firmly against the level estimated for 1959 and funds available 
for other purposes will be needed to meet the current operating expenses of the 
Office. Therefore, none of the pay costs can be absorbed in this appropriation. 


Rules group 

In accordance with the provisions of Public Law 85-513, approved July 11, 
1958, and the assignment by the Judicial Conference under the provision of 28 
U.S.C. 604(a)12, “|The Director shall:] Perform such other duties as may be 
assigned to him by the Supreme Court or the Judicial Conference of the United 
States,” it is proposed to establish a group in the Administrative Office of the 
U.S. Courts to conduct a gont'‘nmuous study of the operation and effect of the 
general rules of the practice and procedure in the Federal courts and to recom- 
mend changes in and additions to such rules. To establish this unit at the 
earliest possible time it is requested that additional funds be appropriated for 
1959. The sum of $41,000 would be sufficient to pay salaries of the staff for 
the last 4 months of the fiscal year 1959 to initially equip the group and to 
provide it with necessary service and travel funds. The proposed staff consists 
of four attorneys in grade GS-15 and two secretaries in grade GS-7 who will 
operate with the assistance of an expert in the field of rules of practice in the 
Federal courts and who will be compensated on a when-actually-employed basis 
as provided in the herein proposed change in the text of this appropriation. 
The details of the estimated related costs will be found in the analysis on a 
preceding page. 

It is expected that the establishment of a Rules Group in the Administrative 
Office will have an immediate impact upen the Division of Procedural Studies 
and Statistics in that there will be required new and additional statistics for 
basic study. It is requested, therefore, that the sum of $6,350 be appropriated 
for the employment of a statistician in grade GS-14, a tabulating machine 
operator in grade GS-3, and for the initial purchase of furniture and equip- 
ment which would cost approximately $1,150. 

Increases authorized by wage boards 

Adjustments in salaries of employees whose rates of pay are fixed by action 
of legally constituted wage board were made in October 1957, April 1958, °nd 
September 1958. Also, as the result of a recent survey, a wage increase effective 
January 12, 1959 has been recommended for warehousemen. It is requested that 
the sum of $5900 be included in the supplemental appropriation to cover such 
increases payable in 1959. 

Actuarial study of judicial survivors annuity system 

A provision in section 4 of the Judicial Survivors Annuity Act requires the 
periodic examination of the fund under the act by an actuary. The first of 
such examinations was made in July 1958 by an actuary of the Treasury De- 
partment and his findings were reported to the Judicial Conference in Septem- 
ber 1958 as required by law. The reimbursement to the Treasury Department 
for his services was approximately $1,000. Becanse of the heavy demands upon 
the appropriation for the Administrative Office this sum cannot be absorbed and 
it is requested that it be included in the supplemental appropriation for 1959. 
Penalty mail 

The passage of the Postal Rate Increase Act, 1958, effective August 1, 1958, 
placed an additional burden upon the appropiration through the payment at 
higher rates for the use of the penalty mail privilege. It is requested that the 
supplemental appropriation for 1959 include $2,000 to cover the additional cost. 


Qe 


Mr. Tuomas. You have a request of $138,350 for salaries and ex- 
penses, Administrative Office of the U.S. Courts. Your appropriation 
for 1959 is $950,000. It is requested that the appropriation language 
be amended to include the provisions, “services as authorized by sec- 
tion 15. * * *” You want some experts at $75 a day. Why the 
change in the language ? 

Mr. Arruart. Basically, Mr. Chairman, because of this group to 
be added for the rules of the courts. The courts have never had the 
authority to employ an expert. 
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Mr. Tuomas. Is that a deficiency item? You have an amount set 
up of how much? 


Mr. Otney. About $47,000. 


Mr. Tuomas. It is on page 38, rules group. What is set up, 
$40,000 ? 


Mr. AnpeErson. $47,350. 

Mr. Tuomas. Is that a deficiency item ? 

Mr. Arruart. That arises from new legislation. 

Mr. Tuomas. Take os sheet on 37 and let us look at your costs. 


Increased pay costs, $82, How much of the pay increase have 
you absorbed ? 


Mr. Anverson. None of it, sir. 

Mr. Tuomas. You cannot absorb any? 

Mr. Anperson. We are recommending the $82,100 be transferred 
from the appropriation for salaries of judges. 

Mr. Tuomas. That is one thing. Absorbing it is something else. 

Mr. Anperson. We are running at full:staff. 

Mr. Tuomas. To establish a group to implement the provisions of 
the public law—that is, the rules group, for $47,000—is hardly a 
deficiency item. 

Mr. Ouney. It is for new legislation. 

Mr. Tuomas. Then there is an item for $5,900. That is for your 
blue collar folks whose rates of pay are fixed a by wage boards? 

Mr. AnpDERSON. Yes, sir. 

Mr. THomas. You cannot do much about that. 

Actuarial studies—we have been having a little trouble with that 
‘$1,000 item. Is that for the wives and children of the judges? 

Mr. Anperson. Yes, sir. 

Mr. Tuomas. They contribute 3 percent and the Government con- 
tributes 3? 

Mr. Anperson. Yes, sir. 

Mr. Tuomas. You studied it last year for $1,000. Why study it 
again this year for $1,000? You do not change that fast. 

Mr. Anperson. Sir, this is to cover the first study of the judicial 
survivors annuity system. 

Mr. Tuomas. If I may interrupt you, you transferred $1,000 to the 
Treasury Department for making the study for you last vear. 

Mr. ANDERSON. Yes, sir; in Septe unber. That is this tho isand dol 
lars, because we had no idea what it would cost, we did not include it 
in the regular 1959. 

Mr. Tuomas. You have $2,000 for postal rate increase. 

Mr. Anperson. Yes, sir. 

Mr. TuHomas. Do you not think you ought to go back to vour regular 
subcommittee and talk to them about the new legislation where you 
want $47,000 for your rules group ? 

Mr. Otney. We have, sir. We have gone over that extensively with 
them. ' This, of course, is for the 4 months between now and the end 
of the year. 
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EXPenses OF REFEREES 


Amounts available for appropriation 


—————— 


Revised esti- | Increase (+) 

















In budget mate or 
decrease (—) 
Unappropriated balance at beginning of year $1, 882, 972 
DT... ace cuescmipdaantnnteacenenteereentaaetesedl 3, 062, 500 
Total amount available for appropriation. -__............ 4, 945, 472 | 
Deduct: 
Appropriation (total obligations) ....................---..- 2, 838, 150 2, 977, 150 +$139, 000 
Supplemental required for pay increases. __.........-...-- | —212, 600 |-n----2-----== +212, 600 
Unappropriated balance at end of year_................- | 2, 319, 922 1, 968, 322 351, 600 





Program and financing 


matal 


Revised | Increase (+) 








| Presently 
| ‘available estimate or 
decrease (—) 
' 
Program by activities: 
Clerk hire and miscellaneous expenses of referees____-.-_- $2, 838, 150 $2, 977, 150 +$139, 000 
Supplemental required for pay increases-_..........-..-- —212, 600 So teenie +212, 600 
Total obligations SEK. th billed aes ehh 2, 625, 550 2, 977, 150 351, 600 
Financing: Appropriation (new obligational authority) _-_.-_. 2, 625, 550 2, 977, 150 351, 600 
Object classification 
; | 
| Presently | Revised | Increase (+) 
| available estimate | or de- 
| crease (—) 
Total number of permanent positions _........-- sitietebbtis Ml 462 522 | +60 
Full-time equivalent of all other positions_.................--- 58 | 8 ee 
4 verage number of all employees... ..........-......-----...-- 513 | 526 | +13 
Number of employees at end of year__......--...--..---..-.-- 569 | 629 | +0 
01 Personal services: ’ | 
Permanent positions................---- la lachiaa adh $1, 928, 000 $1, 978, 000 | +$50, 000 
Positions other than permanent-----.......-.-------.- 219, 500 2S, BOP hiiasciztssciiede 
Other personal services ssa misep edna saa 9, 000 Di Rie sanvermaneaiis 
Total personal services..........--- sii ets aataraiaie 2, 156, 500 2, 206, 500 | 50, 000 
02 Travel ane ‘he ena nan 72, 600 72, 600 | 
on Dreneerentien: of Gee. 5.5 ee 8, 000 8, 000 oauloeeaa 
04 Communication services sta enaatt a ‘ = 53, 000 | 58, 000 +-5, 000 
Penalty mail iin ta ee : 125, 000 160, 000 +35, 000 
05 Rents and utility services........................-- 68, 000 | 78, 000 | +10, 000 
06 Printing and reproduction.................._-- ona 26, 000 OD 1 sis <nacrtects 
07 Other contractual services. .................-- 22, 300 22, 500 +200 
08 Supplies and materials_.-.....- See lacks de bis laine nih boats 70, 000 75, 200 +5, 200 
aD SONS. Ud sawheianiepadtostude betaine dept iach aideethesta 102, 450 | 132, 450 | +30, 000 
11 Grants, subsidies, and contributions. ..................--- 132, 300 | 135, 900 | +3, 600 
ee nN II cn cmegicivesidiindsinne minnicioweaid -| 2, 000 Oe lnsccciausweeus 
Supplemental required for pay increases. -..........---------| —212, 600 |.._..- -------| +212, 600 
\——- - | 
TOR ONO ooo ccc cnviecccincnnsnweeeensteenenccnson | 2, 625,550 | 2,977,150 351, 600 








Mr. Tuomas. Let us take a look at Expenses of Referees. Put 
pages 48-50 in the record. 


Expenses of referees, U.S. courts, 1959 


Appropriation to date 


iacatecasciediae cick ty Malia ic ccs ese caso oot eaeniniet eo arsn a etaes $2, 625, 550 
SOLAR OOIN ED (DIO. Diamar Be See bbe ee 1, 155, 403 
TERDOMGICUTON CO -DIGT..OO, eis ree otc ctiindie cee ns indie wees 956, 674 

Budget estimate next fiscal year__..___-___-__-_--_~-_-- 3, 580, 000 


Ee Serer ees De ee. 5: 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The additional funds for fiscal year 1959 are requested for three purposes (1) 
for increased pay costs under the Federal Employees Salary Increase Act of 
1958; (2) for higher postal rates under the Postal Rate Increase Act, 1958, and 
(3) for additional employees, services. supplies, and equipment needed to handle 
the rising volume of business in the bankruptcy courts. 


Increased pay cost 


The average per annum increase under the act is about 10.3 percent, including 
the cost of the change in the method of computing salaries. This percentage fac- 
tor was applied to the amount available in the 1959 appropriation for salaries of 
clerical employees to referees, all of whom received increases under the act. The 
estimate of $201,300 was thus computed. The related costs of the agency’s con- 
tribution to the civil service retirement fund, 644 percent of the increase in sal- 
aries, and its share of the group life insurance premiums, $3.25 per thousand per 
year, are estimated to be $11,000 and $300, respectively, making the total addi- 
tional amount required for increased pay costs to be $212,600 for which a supple- 
mental appropriation is requested. 


Additional amounts required to handle rising volume of bankruptcy cases 


It is estimated that the number of bankruptcy cases to be filed in 1959 will 
total 107,000, an increase of 15,332 cases over the total filings in 1958. During 
the first 5 months of 1958, there was an increase over the same period of 1957 
of 5,766 in cases filed, and for a similar period of 1959 over 1958 the increase has 
been 6,266, or an average increase of 1,253 cases per month. If this average rate 
continues, the total filings in 1959 will be 106,704. The percentage increase in 
filings during the first 5 months of 1959 is 18.3 percent as compared with the 
corresponding 5 months of the fiscal year 1958. If this percentage rate continues 
throughout the fiscal year 1959 the numerical increase in filings will be 16,775 
which will raise the total cases filed for the year to 108,443. sased on these 
additional facts, it appears that our earlier estimate of 107,000 cases is firm. 

To cope with the rising caseload it is necessary to augment the clerical staff 
in many referees’ offices and to provide additional funds for rental of space 
for furnishing supplies, equipment and utility services. A supplemental ap- 
propriation made up of the following amounts is requested : 
Additional personnel: 60 clerks in GS-4, at $3,755 per annum to be 

employed for approximately 3 months each____._--_- eae q $50, 000 


Communication services 


Sreiantiion sii datalnaaiaeinieaiip deaiaesaanase aaa azn 5, 000 
Rents and utility services___...._____ enter eee e : 10, 000 
[er omerectue! MervICes.... 2.2... ; Stella 200 
Supplies and materials BrP 8 cain eienhelatetacegie a! s 5, 200 
nh a een enesereoenmnanin Pelee aha acieiiamae 30, 000 
Grants, subsidies and contributions ie sia 4 3, 600 

Total a aes Z cum 204,000 


Penalty mail—additional cost 

The passage of the Postal Rate Increase Act, 1958, effective August 1, 1958, 
places an additional burden upon this appropriation through payment at the 
higher rates for the use of the penalty mail privilege. It is estimated that the 
additional cost in 1959 will be approximately $35,000 for which a supplemental 
appropriation is requested. 

Mr. THomas. You are asking for $351,600 for “Expenses of ref- 
erees, U.S. courts.” To date, you have had $2,625,550 for that 
purpose. 

The additional funds for fiscal year 1959 are requested for three 
purposes: (1) For increased pay costs under the Federal Employees 
Pay Act; (2) for higher postal rates; and (3) additional employees, 
services, supplies, and equipment, to be used in handling the in- 
creased volume in the bankruptcy courts. 

Break down the $351,000 for us, as to what it is composed of. What 
is the amount for handling these bankruptcy cases ? 

Mr. Anverson. On page 50 there is a detailed table. That is for 
the additional employees and related costs. 
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Mr. Tuomas. That totals $104,000. What is the amount for the 


Pay Act? 
Mr. ANperson. $212,600. 
Mr. Tuomas. $104,000 for additional employees generated by in- 
creased workload ¢ 
Mr. Anperson. Yes, sir; the other is $35,000 for increased postal 
rates. 
Mr. Tuomas. That gives you a sum total of $351,000. 
Mr. LBoranp. As to the increased payroll for the referees, these 
are all clerks ? 
Mr. ANpersON. Yes, sir. 
Mr. Bouanp. Will these clerks be distributed throughout the 
Nation ? 
Mr. Anperson. They will be distributed throughout the Nation, in 
referees’ offices. 
Mr. Botanp. That is all. 
Mr. Tuomas. Mr. Jensen ? 


PENALTY MAIL 


Mr. JeNseN. I do not quite understand this postal item. How does 
that come about ? 

Mr. Anperson. This is for mailings from referees’ offices, on ac- 

count of the Postal Rate Increase Act. 

Mr. Jensen. This is the cost of the stamps on this particular 
agency. 

Mr. Anperson. Yes, sir. 

Mr. JENsEN. This increased cost factor will probably affect every 
agency and department of Government, will it not ? 

Mr. Anperson. I would expect so, sir. 

Mr. JENSEN. How much does it amount to for your agency ? 

Mr. Anperson. About $70,000. 

Mr. Jensen. That is caused by the addition of 1 cent. 

Mr. Anperson. The increase is about one-third. The 3-cent stamp 
is now a 4-cent stamp. 

Mr. Jensen. You must send out a lot of mail. 

Mr. Anperson. In referees’ offices, we do, because we must send 
out a notice of the first meeting of creditors. There is heavy mailing 
from the referees’ offices. 

Mr. Jensen. I could not imagine that that would amount to that 
much. That is why I wondered how your agency could spend that 
much extra money per year just for the purchase of stamps. I can 


see now. 
REDUCTION IN ESTIMATE FOR TRAVEL AND MISCELLANEOUS EXPENSES 


You are voluntarily reducing that item of travel and miscellaneous 
expense from $178.000 to $160,000, is that right ? 

Mr. Anpverson. That is correct, sir. 

Mr. JeNsEN. Is there any other place where you could voluntarily 
make a suggestion that we might decrease this amount? 

Mr. Anperson. No, sir. 

Mr. Jensen. You are sure of that? 

Mr. Anperson. We reviewed it just before coming here, sir, and 
find this $18,000 is an item which we will not need. 


37458—59 2 
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ADDITIONAL PERSONNEL 


Mr. Jensen. Are you asking for additional personnel 

Mr. Anperson. We are asking for 60 additional personnel in ref- 
erees’ offices, and we are asking for additional personnel for the Ad- 
pinariaaiave Office of the U.S. Courts, to implement the so-called Rules 

ct. 

Mr. Jensen. Your present employees could not do this job if they 
rolled up their sleeves, went at it a little harder and worked possibly 
a little longer each day ? 

Mr. Anperson. It is a brandnew function. Mr. Olney perhaps 
could speak on that better than I. 

Mr. Otnery. The present staff is not equipped. They do not have 
the background or the knowledge to undertake the work that should 
be done under Public Law 85-513. 

Mr. JENSEN. It is an entirely different kind of work than has al- 
ready been done? 

Mr. Otney. Yes, sir. 

Mr. Jensen. Will you explain that in just a few words? 

Mr. Otney. That statute contemplates a continuous study of the 
rules of the Federal courts, the rules of civil procedure, the rules of 
criminal procedure, the bankruptcy rules, admiralty rules, et cetera, 
with the idea of keeping them abreast of the times, simplifying them 
and making them modern. 

It takes as good legal brains as we can get to do that. It takes 
lawyers to do it. The Administrative Office is made up for the most 
part of administrative people, many of whom are not lawyers, and 
who are completely occupied with the statistical work of administering 
= court system. They are simply not equipped to do this kind of 
ob. 

' Mr. Jensen. How many people do you have in your agency now? 

Mr. Otney. A total number of 144 positions. 

Mr. Jensen. And you are asking for 60 additional ? 

Mr. Anverson. No, sir. The 60 is for the field staff of the referees. 
We are asking for 8 in addition to the 144. 

Mr. Jensen. Where do the 60 additional personnel to which you 
referred come in? 

Mr. Anperson. The 60 personnel will be assigned to referees in 
bankruptcy throughout the country. 

Mr. JeNsEN. But you are only asking for eight additional em- 
ployees? 

Mr. Anpverson. On top of the 144 for the Administrative Office of 
the U.S. Courts. 

Mr. Jensen. You have 144 in your agency now and you are asking 
for 8 more, and they must be attorneys, schooled in this particular 
art? 

Mr. Anperson. Five will be attorneys and three, clerical employees. 

Mr. Tuomas. Mr. Bow? 


STATUS OF REFEREES FUND 


Mr. Bow. Mr. Chairman, I ask this question: The cost of referees 
in bankruptcy and the clerks is paid out of referees’ funds. It is not 
appropriated funds? 
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Mr. Anverson. That is correct. 

Mr. Bow. The fund is taken from the costs in bankruptcy pro- 
ceedings ? 

Mr. Anverson. That is correct. 

Mr. Bow. And is not a direct payment from the Treasury ? 

Mr. Anperson. You are right, Mr. Bow. 

Mr. Bow. That fund today is how much? 

Mr. Anpverson. I am sorry I do not have the figure. The income, 
Mr. Bow, is sufficient to cover the appropriation. 

Mr. Bow. The income is in excess of the amount you are paying 
out ¢ 

Mr. Anperson. Yes. 

Mr. Bow. Will you submit for the record at this point the amount 
available in the referee’s fund? 

Mr. Anperson. Yes, sir. 

(The information requested follows :) 

The balance in the fund from which the appropriation for expenses of referees 
is drawn was $1,882,972 on June 30, 1958. Estimated receipts during the fiscal 


year 1959 amount to $3,062,500, making a total estimated amount available for 
appropriation in 1959 of $4,945,472. 


INCREASE IN COST OF JURORS 


Mr. Bow. I think it should be pointed out in this increase, the cost 
of jurors. That is one matter that I think should be given considera- 
tion. That is, that we have found that in many instances jurors are 
called and not used, and that amounts to a great many hundreds of 
thousands of dollars throughout the United States, where they will 
send out for juries, bring them in and then discharge them and they 
never serve a day as a juror. If that was corrected in the courts, I 
do not believe this calia coalie would be in here and this is a direct 
appropriation from the Treasury. 

Am I right on that, Mr. Olney ? 

Mr. Otney. Yes, you are right. 

Mr. Bow. Is the Administrative Office doing anything to see that 
this situation is corrected ¢ 

Mr. Ouney. Yes, sir, we are. The Office for around 6 years has 
compiled, year by year, the costs that go for jurors and the costs that 
go for the calling of jurors who are not used, and systematically those 
reports are sent out to the courts concerned, so that the courts have 
been advised of that item of their expenses. 

Mr. THomas. Will Mr. Bow yield for a moment? 

Mr. Bow. I yield. 

Mr. Tromas. The lawyer is going to demand a full panel and what 
can the judge do about it? 

Mr. Bow. It is a matter, I think, Mr. Chairman, of the way the 
cases are being assigned, the loose way of assigning cases. What was 
the total in the last fiscal year of jurors that were called and not used ? 

Mr. Anperson. 38,070 jurors were called and not used. 

Mr. Bow. What is that in dollars? 

Mr. Anperson. $380,000. 

Mr. Toomas. Mr. Jonas? 

Mr. Jonas. Of course, you cannot! control the use of jurors by liti- 
gants. The court has to have a jury present, and if the lawyers say, 
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“We will let the judge hear this case,” you have a jury sitting over 
here and not used. 1 do not see how you can avoid having the j jury 
present because they might elect to have a jury trial. 

Mr. Bow. Maybe the gentleman c ‘an explain how it can be controlled 
because of the manner in which certain judges are running their 
courts as some Federal judges try to at times. Will you explain 
that ? 

Mr. Otnery. Yes, sir, we think a great deal of this could be saved, 
How much is a little hard to tell. The reason we think so is that the 
thing that has been lacking in this is any kind of an on-the-spot study 
of the court administration. Some courts, with five or six judges, 
will have comparatively low costs on the handling of jurors. Other 
courts, with the same number of judges, and roughly the same volume 
of business, will have a great deal higher figure, but we in the Ad- 
ministrative Office cannot tell from just looking at the figures whether 
any of this is preventable or not. 

Recently we did take people off of their regular duties for the pur- 
pose of making a study of the district court that is the most delayed 
in the country, and we were not going in there primarily to look at 
the jury, or their handling of jurors, but that was a part of it, and 
in the process we found in that particular court they were not using 
a jury pool; that each judge summoned the jurors he needed for his 
own division, although they have some five different parts in that 
court; that if the case did not go to trial, the jurors were sent home 
without any attempt to find out if they were needed in other depart- 
ments. Also, our findings indicate that the total number of jurors 
customarily called is far. greater than needed in that court. Now 
that kind of examination and study would result. we are sure—— 

Mr. Jonas. You are all making that study, as I understand it? 

Mr. O_ney. We are asking for additional personnel in our budget to 
do that. We think it would more than pay off. Whether we will get 
it or not, I do not know. 

Mr. Jonas. Is the at. the eight lawyers you are asking for? 

Mr. Orney. No. That is in the 1960 budget. It is not included in 
this at all. 


MANDATORY ITEMS IN REQUEST 


Mr. Jonas. Which of the items in this supplemental request are 
mandatory based on changes in statute ? 

Mr. ‘Anperson. Taking them right down the list, sir, travel and 
miscellaneous expenses has $28,000 in it for the postal rate increase. 
That is mandatory. Weneed the funds for that. 

Mr. Jonas. What other items are in that category ? 

Mr. Anperson. In that same appropriation we are asking for 
$39,000 for increase in communication services. I would consider that 
mandatory for the reason that the costs have gone up; that is, regula- 
tory agencies fix higher telephone rates and we must pay them. 
Secondly, the GSA changed its billing procedure and we need $21,000 
item. That is part of the $39,000 however, so just use $39,000 for that. 

As far as being mandatory, under travel and misc ellaneous expenses, 
the printing of opinions in courts of appeals is costing us more. 

Mr. Jonas. That is based on anestimate. That is not what I would 
call a mandatory increase. Did you underestimate your needs? 
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Mr. Anperson. No, sir. 
Mr. Jonas. Why are you having to come back for this supplemental 
uest on items that are not mandatory? Was it an erroneous 


estimate ? 


Mr. Anperson. I would not call it an erroneous estimate. Perhaps 
it was too conservative an estimate. The costs have gone up for print- 
ing of opinions and at the current rate, we are about $6,000 ahead of 
last year. 

Mr. Jonas. Were your estimates cut last year on these items by 
Congress ? 

Mr. Tuomas. Yes. 

Mr. Anpverson. Yes, they were, but I do not think they were cut 
for that particular item. 

Mr. Jonas. I am trying to get the record to show why you have 
to come back in the middle of the year for a supplemental request; 
whe‘her it was based upon an erroneous estimate—and I will strike 
out the word erroneous and use too conservative an estimate or any 
word you would prefer. I can understand why you would need an 
increase for things that are added to your costs by statute that you 
did not know about at the time you justified a year ago, but I wanted 
to have the record show why these items were underestim: ated a year 
ago and see if we cannot cut down on the number of supplemental re- 
quests in the future. 

Mr. Anpverson. I would say as far as the printing of opinions was 
concerned, we were perhaps too conservative in estimating our needs 
for 1959. 

The trend has been a more rapid rate of increase than we an- 
ticipated, and at the moment it is $6,000 ahead of last year, and we 
are just past midway, so it looks like the $11,000 we are asking for 
would be correct. 

To go on, the Judicial Conference of the United States has the 
authority to fix rates of transcrip's prepared by court reporters. 
In March 1958 and in September 1958, when the Judicial Conference 
met, it increased those rates so that we are running at a higher rate 
now. They increased the rates for regular transcript from 55 to 65 
cents a page, roughly a 20-percent increase. 

Mr. Jonas. Maybe we should tell the Judicial Conference to base 
these increases at the beginning of the next fiscal year. How can 
they increase rates without the money to pay for hem’ What if 
we do not grant this increase ¢ 

Mr. Anperson. Then we would be a little short, I’m afraid, sir. 

Mr. Jonas. Would you not think it would be advisable for the Con- 
ference to take that into consideration ? 

Mr. Ouney. Well, most of the transcript is paid for by litigants, 
not by the Treasury, at rates fixed by the Judicial Conference. 

Mr. Jonas. I understand, but you have an item right for the Gov- 
ernment’s share. 

Mr. Ouney. That is the Government’s share, which they have to 
share with private litigants at these rates, The reason for the in- 
crease in the rates is because the Conference became convinced they 
couldn’t keep the reporters without it. They cannot compete ah 
the State reporters. 
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Mr. Jonas. The Conference knows we operate the budget on a fiscal 
year basis beginning July 1 each year. Pint the Council think it is 
proper to arbitrarily increase rates without the money at hand and 
should that not be based on a fiscal year basis or tied into our fiscal 
year appropriating process? 

Mr. Oxtner. I am not so sure it should be tied in with the con- 
gressional procedure since the Government’s share of the costs on 
transcripts and reporters is probably not the major one. 

Mr. Jonas. You would be in bad shape if the Judicial Conference 
raised its fees and Congress did not appropriate the money. 

Mr. Otney. That is right, but this is not that type of an item. 
I think the Conference felt that this item would be understood and 
would be accepted. 

Mr. Jonas. That is all. 


CIVIL WAR CENTENNIAL COMMISSION 


WITNESSES 


MAJ. GEN. U. S. GRANT III, CHAIRMAN 
KARL 8S. BETTS, EXECUTIVE DIRECTOR 
EDMUND C. GASS, ASSISTANT EXECUTIVE DIRECTOR 


Program and financing 














Presently Revised Increase 
available | estimate 
Program by activities: Planning the commemoration (total | 
Teen TTT ere Deak a adabhied | $76, 508 $100, 000 $23, 492 
Financing: (Appropriation) new obligational authority _.____- 76, 508 100, 000 23, 492 


Object classification 





| 





Presently | Revised Increase 
available | estimate 
Total number of permanent positions.-__....................-- 6 | 7 1 
Average number of all employees. __...........-.-.-...-.--.-- | 5 | 6 I 
Number of employees at end of year_____- Seeoiake Se ee 6 7 


01 Personal services: 


nnn ue ncecencabal $47, 006 | $56, 563 $9, 557 
Seer POUND NO URDU. 5 Seki dct csc cscdilciensosen 181 218 37 
SITING ooo cece c enc ecee once 47, 187 56, 781 9, 594 
A cdonaans a 6, 000 | 8, 500 2, 50 
NT ee nceconeancasecuenent 1, 758 | 2, 500 742 
ep. 1 nC NN on. os cn ccasectcbodametenuacnes } 6,000 | 6,000 |... ee 
06 Printing and reproduction ue hbieieictiaencta 4, 000 11, 000 7, 000 
07 Other contractual services_____.._-- ite cat Bar ee SSE pore 7, 330 | 10, 000 2, 670 
08 Supplies and materials : | 1, 445 | 2, 000 555 
a  ccoetwanecenaecam 500 | i sis addmaie 
11 Grants, subsidies, and contributions_.........__- declaial 2, 193 2, 624 431 
ne nnumoteaunccmoumaissl 95 | 95 
eters 76, 508 | 100, 000 23, 492 


Mr. Tuomas. Gentlemen, the committee will please come to order. 

We have with us this morning the Civil War Centennial Commis- 
sion, headed by our able and distinguished friend of many years’ 
standing, Maj. Gen. U. S. Grant III, Chairman of the Cominission. 
Who are the other gentlemen with us? 
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General Grant. Mr. Karl 5. Betts is our Executive Director, and 
Mr. Edmund C. Gass is Assistant Executive Director. 

Mr. Chairman and members of the committee; thank you for this 
opportunity to explain briefly why we need this requested supple- 
mental appropriation of $23,492, an amount which will bring us up 
only to our authorized annual appropriation of $100,000 for fiscal 
year 1959. 

The funds are needed at this time because both the pace and scope 
of the Commission’s work are increasing at a rapid rate. The pre- 
paratory work accomplished during the c: calendar year 1958 is bearing 
fruit. The number of State Civil War centennial commissions is 
increasing, as is also the number of local and private organizations 
that want to take part in the centennial. 

This is good, for it means that citizen groups throughout the coun- 
try are going to cooperate in the centennial. It also means that the 
volume of our work is increasing, for just as we depend on those 
groups to give the centennial a nationwide character, so they, in turn, 
look to us for assistance in planning their programs and for guidance 
in coordinating these diverse and truly national activities. 

Of the amount requested, $5,268 is needed to cover pay increase 
costs, as authorized by the Congress in June 1958, and $18,224 to 
permit the Commission to carry out its activities in an effective man- 
ner during the rest of the 1959 fiscal year. 

Mr. Tuomas. You are seeking a supplemental of $23,492. Your 
regular budget for 1960 is $100,000. 

How long has the Commission been in existence? 

General Grant. I think December 7, 1957, the announcement of 
the personnel was made and the C ommission had its first organization 
meeting December 20, 1957, and the first regular meeting on January 
14, 1958, so it has been in being a little bit over a year. 

Mr. Tuomas. Mr. Reporter, will you put pages 1 and 2 in the 
records. 

(The pages referred to follow :) 


Civil War Centennial Commission, 1959 fiscal year 


FE WE hn reirarnetlenaeptnspiecninin cp rterentnemeninniiasieesns settee cnmas ae 
Obligations to Jan. 31, 1959 td Pee a ks Scat eee 42, 822 
Expenditures to Jan. 31, 1959______- ee Eee iwi SETS 

Budget estimate next fiscal ‘year son be retire ee ec. hee 1° 

Request for 12 months from July 1, 19% he i Ne 23, 492 

Employment: 

Average number, current appropriation__________-______-___~- 5 
Number involved ‘tities estimate... - 1 ta PASS 6 
Actual employment Jan. 31, 1959__...-_----.-----.-----. a 6 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The Commission was created by the act of September 7, 1957 (71 Stat. 626) 
and is responsible for the preparation of an overall program for commemorating 
the 100th anniversary of the Civil War. The act requires that reports of 
activities of the Commission be presented to the Congress annually. 

The supplement il funds are requested for the panes of providing $5,268 to 
cover pay increase costs authorized by Public Law 85-462, approved June 20, 
1958, and $18,224 for expansion of the program during 1959 pursuant to the 
authorization contained in Public Law 85-918 of September 2, 1958. 

The additional funds are needed to meet the rising volume of Commission 
work, including such special projects as a pilot run of a special booklet: second 
meeting of national assembly; and one or more regional conferences with State 
and local organizations. These special projects represent the Commission’s 
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best hope of meeting the rising volume of requests from State and private organ- 
ization throughout the Nation, and they cannot be financed with funds prese ntly 


available. 

Mr. Tuomas. The Commission was created by act of September 7, 
1957, and is responsible for the preparation of an ove! rall program 
for the commemoration of the 100th anniversary of the Civ il War. 

The supplemental funds are requested for the purpose of providing 

55,268 to cover pay increases, we expansion of the program during 

i959 to the authorization, et cetera. The additional funds are needed 
to meet the rising volume of the C asian work. 

How many employ ees do you have, six 

General GRANT. Yes, sir. 

Mr. Tuomas. You want to increase that to seven? Is that correct? 

General Grant. We may need the seventh man, sir. We do not 
want to put on a seventh man if we can help it. 

Mr. Tuomas. What is the need for the seven employees on the 
Commission, General ? 

Both the volume and speed of the work were at first restricted by 
the fact that the funds originally authorized by the C ommission were 
limited to $100,000 for its 8-year life. The act of September 2, 1958, 
increased the authorization to $100,000 annually. 

Somebody slipped there, did they not? They increased the appro- 
priation 800 percent. Thus it is only now that the Commission 
could seek an additional appropriation, or request a supplemental 
of $23,492, the difference between the $100,000 authorized for 1959 
and the $75,508 already appropriated for fiscal year 1959. You have 
five employees. What are the salaries connected with the present 
activities? Do your green sheets show that? You have one Execu- 
tive Director at $16,500. Is that under civil service or is he exempt 
from civil service? 

General Grant. No, sir; exempt from civil service. 

Mr. THomas. An Assistant Director at $11,357, one historian re- 
searcher at $9,901. Then you have somebody else at $6,510. Then 
we have one at $5,990 and we have one at $4,493. 

The able chairman works without compensation. 

General, could we cut this in half without discommoding the efforts 
of the Commission ? 

General Grant. You mean the supplemental ? 

Mr. Tuomas. Yes, sir; and next year’s request for $100,000. It 
started out at about $25,000 or $30,000 a year. 

Gener al Grant. The first ye ar Was only part of the year, sir, and 
we had $37,000 for that out of $100,000 that we had estimated that 
we were going to need, but which, as you say, I think a misunder- 
standing or a slipup in writing the bill, the amendment to the bill, 
limited us to $100,000 for the whole 7 years, Which was manifestly 
inadequate. That was amended so it would be $100,000 each year. 
This is the $23,000 we need. 

Mr. Tuomas. When do you think the work of the Commission can 
be successfully wound up? 

General Grant. It has to be wound up : 1966. 

Mr. Tuomas. Do you intend to keep it going through 1°66 or do 
you intend to w a it up before that ? 

General Grant. I think that the end of 1965 is going to be perhaps 
one of the chief years as far as commemorations and ceremonies are 
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concerned, and then we will have to make up our suitable report for 
your information and for the record. 

Mr. Tomas. General, you know it is nice to see you. You look 
remarkably well. You have done enough work, and I can testify, 
for the last 20 years, of a patriotic nature, without remuneration. 
You have been all over the country doing outstanding service. Con- 
gratul: itions to you. You have been truly a patriot. 

General Grant. Maybe I have been too busy to get sick. 

Mr. Tuomas. I hope you stay just that busy for at least 40 more 
years. 

Mr. Kirwan ? 

Mr. Kirwan. Mr. Grant, should this not have been in the regular 
Interior bill ? 

General Grant. No, sir. I think the Commission should get its 
own funds and not be a part of the Interior Department. After all, 
it is a national commission. The Interior Department is handling 
our fiscal disbursements and what you might call the routine work, 
because we thought that it would be very much better to have an ex- 
perienced office that was already in existence do that as a byproduct, 
you might say, rather than set up a new financial and disbursing 
officer who probably would not know very much about Government 
regulations, et cetera. 

I have had some experience with trying to set up a new disbursing 
office under the Government and it does not work too well. It is a 
headache for sometime. 

( Off the record. ) 

General Grant. We hope we are setting a good example in our 
Commission. We have really a very small ‘staff for this purpose but 
it is a very competent staff. We have been particularly fortunate in 
the personnel. We do not want to increase the number of persons if 
we can possibly help it. 

Mr. Kirwan. Off the record. 

(Off the record.) 

Mr. Kirwan. That is all, Mr. Chairman. 

General Grant. This compares quite favorably, I think, with the 
appropriations that have been made for commissions of the same 
sort who had only a 1-year job, you might say, like the Lincoln Ses- 
quicentennial Commission. I think they got $250,000. 

Mr. Tuomas. Mr. Jensen ? 

Mr. Jensen. I just want to say it is mighty nice to see the general 
again. I have known of his good work for many, many years. I have 
known of his fine, patriotic service to our country and I, too, want to 
congratulate you, General, for being such a public spirited gentleman 
of the highest order. 

I remember well during the war when the Solid Fuels Administra- 
tor came before this committee right in this room and asked for an 
gaditionall 50 people to work in his agency. He had then 89 and he 
had been doing such a wonderful job, I think possibly the finest job 
any agency of Government ever did was done during the war by the 
Solid Fuels Administrator. So the committee said to him—in fact, 
I was chairman of the Interior Committee at that time—I said, “My 
friend, you are not going to get a single additional person. I will 
tell you why. Because you have done such a wonderful job with the 

89 people you have in your agency, and I would be afraid if we gave 
you an extra employee, you would start resting on your oars and you 
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would do a bad job, as most every. agency of Government does that is 
overstaffed.” 

General, I am not sure whether I am even going to be for giving you 
an extra person, because your little Commission here has done a won- 
derful job up todate. I am not saying I would be against it, but that 
is my general feeling. 

General Grant. We will not put him on unless we have to, sir, I 
assure you of that. We have no one on the staff who is an experienced 
historian and who knows where to look for sources, and so on. We 
are getting questions all the time about different things, historical 
matters, which require investigation or looking into. We have been 
able to do that so far by inquiries of friends and members of the 
Commission itself. 

Mr. JENsEN. General, I consider you an expert historian. 

General Grant. You flatter me. 

Mr. Jensen. Then we have the Library of Congress over here that 
can give your Commission about all the information that I imagine 
anyone could dig out in a year’s time. I am not taking issue with you, 
General, because I know you are a conservative at heart and want, 
to do the best job possible ; “but is the Commission taking advantage of 
all the knowledge in the Library of Congress 

General Grant. Absolutely, sir. We are in close touch with them 
and are friends of many of them, and they are very cooperative and 
helpful. That is certainly one of the contributing reasons why we 
have not had to put on a historical man. However, there are a great 
many sources of Civil War history that are not in the later ary of 
Congress and they do not even know about sometimes. We may have 
to have such an assistant, but as I say, I do not want to put him on. 
I thoroughly agree that the fewer people you have the less time is lost 
in arguing with one another. 


Mr. Tuomas. Thank you, gentlemen. It is nice to have seen you. 





Monpay. Fresruary 23, 1959. 
CORREGIDOR BATAAN MEMORIAL COMMISSION 


WITNESSES 
HON. EMMET O’NEAL, CHAIRMAN 
CAPT. SAMUEL G. KELLY, USN, RETIRED, EXECUTIVE DIRECTOR 


Program and financing 


1958 actual | 1959 estimate | 1960 estimate 


Program by activities: 
Planning for the Memorial: 
Total obligations 


" sana ‘ . $26, 437 $10, 833 $39, 600 
Financing: 
Unobligated balance brought forward___-.- pT aie . a —39, 600 
Unobligated balance carried forward ‘ bie os : SY Uacctcnineeeinetacmenn 
Unobligated balance no longer available... ........-- a & eee 2 ain tah 
New obligational authority _.........-- pahaiee 44, 000 50, 433 |... baka 
New obligational authority: } 
Appropriation ' 
Proposed supplemental 
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Object classification 


OS 
1958 actual 1959 estimate | 1960 estimate 


Total number of permanent positions. --......-..------------- 
Average number of all employees- - -- 
Number of employees at end of year-.-.....-----.------------ 


Average GS grade and salary ---.---......-..........-..------- "$5, 273 5 $4, 555 
Average salary ungraded positions $13, 374 $13,374 















01 Personal services: 














Permanent positions... ........<........... 9, 004 22, 484 
Other personal services commasghhtadll 173 
Teal potsonal wervicws..5.... 22.2555 seek ; 9, 004 22, 657 

IE cciinitenwesincwd want 23 1, 035 8, 000 
03 Transportation of things.........-- 83 100 
#4 Communication services__........-...-- | 216 107 300 
06 Printing and reproduction-_--- ak 643 | 261 300 
07 Other contractuul services __........- CTP Hh. wdacdshicecd 7, 255 
I I i erm eaarnininn 96 113 249 
11 Grants, subsidies and contributions... ...........-.- 296 146 £92 
18 Taxes and assessments... ..........-...-.--- Guindiedeaeinianis 185 M4 156 
teh Wee i ls secibibbeasdn ts 26, 437 10, 833 39, 600 





Mr. Tuomas. We have with us today the Corregidor Bataan Memo- 
rial Commission, ably represented by our distinguished friend and 
colleague of many years, who is the Chairman, Emmet O’Neal, and 
Capt. Samuel G. Kelly, U.S. Navy, Retired, Executive Director. 

Mr. Ambassador, it is a pleasure to see you and have you with us. 
If you have a statement for us, we will be delighted to hear from you. 

Mr. O’Neau. Thank you, Mr. Chairman. 

I will ask the indulgence of the committee in reading a very brief 
statement. I will not attempt to go into the whole intent and purpose 
of what we expect to accomplish as the Corregidor Bataan Memorial 
Commission, but since this is an Appropriations Committee, I will 
try to confine it largely to the appropriations, if that meets with your 
pleasure. 

May I very briefly state some of the purposes of the Corregidor 
Bataan Memorial. 

To honor the 4 million Filipinos and Americans living and dead 
who served in the war in the Pacific. They are in every State in the 
Union. 

To commemorate the greatest and most unselfish feat of arms in 
the history of the world. 

To use the living memorial as an instrumentality for combating 
communism. 

To dedicate for posterity the hallowed island of Corregidor. There 
will be concentrated and preserved the history of the war in the 
Pacific, its memorabilia, its records, its true meaning, as well as the 
names of those who served. 

To place this impressive, sensitive memorial on Corregidor as an 
expression of appreciation from the United States which will mean 
much to the Philippines and the Far East. 

If the United States continues its policy of foreign aid, and par- 
ticularly to the Philippines, in my opinion every dollar spent on this 
memorial will serve the purpose of our foreign policy better than a 
like amount spent in any other way. 
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Shortly before Congress convened I sent to each one of you a rather 
full explanation of the work and purposes of the Commission. 

Congress created the Commission, and in three legislative bills 
expressed its approval of the plan to place upon Corregidor a sen- 
sitive, impressive memorial. We do not need any further legislative 
authority for the work of the Commission. 

In fact, last year the House passed the authorization for the com- 
plete cost of the memorial. Due to shortage of time it did not get 
through the Senate, and we will be back again this year on such a 
legislative bill. 

Our request in this supplemental bill is for $46,000 for our barest 
expenses in operating our office. That is the entire amount we are 
asking in this bill. Incidentally, we turned back $17,000 last year out 
of what we had. The entire Board, consisting of three Senators, three 
Congressmen, and three civilians, receive no salary or pay in any way, 
including the Chairman. 

This request will take care of our office expenditures, typist-clerk 
and an executive director. 

Provision is also made for travel to Corregidor Island by not more 
than three Commission members or staff personnel ; this travel will be 
authorized only if initiation of the construction phase occurs during 
the fiscal year of 1960. Additionally, provision is made for obtaining 
architectural, sculptural, and engineering guidance and advice by 
means of contractual services. 

Under the appropriation staff planning will proceed on the de- 
velopment of the following: A draft contract with the design archi- 
tect ; a list of qualified and acceptable sculptors and muralists; sketch 
drawings of the memorial based on the approved design; a list of 
liistorical items to be obtained from naval vessels that served in the 
Pacific war. Finally, budgetary and legislative presentations will 
be prenared for use during the Ist session of the 86th Congress. 

I will be glad to answer any question the members may have on the 
work of the Corregidor-Bataan Memorial Commission. 

Mr. Tuomas. That is a very nice statement. We commend you for 


? 


- 


it. 
You are seeking $46,000 for the remainder of fiscal 1959, but you 
also seek by language to have that $46,000 remain available until 
June 30, 1960. 
Mr. O’Neat. That is correct. 
Mr. Tuomas. We will put pages 1 thru 5 of the justifications in the 
record at this point. 
(The pages referred to follow :) 


SALARIES AND EXPENSES 


For expenses necessary to carry out the provisions of the Act of August 5, 
1953, as amended (67 Stat. 366, 69 Stat. 589, 71 Stat. 457, and 72 Stat. 416), 
$46,000, to remain available until June 30, 1960. 


JUSTIFICATION OF REVISED ESTIMATE, REMAINDER OF FISCAL YEAR 1959 AND FISCAL 
YEAR 1960 


Basic legislation provides for the Corregidor Bataan Memorial Commission 
to erect on Corregidor Island a memorial to all those who served under the 
American flag in the Pacific area during World War ITI. 

The overall program developed to carry out the basic legislation listed three 
broad tasks to be accomplished, (1) The selection of an appropriate design for 
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the memorial ; (2) the obtainment of funds for the construction of the memorial ; 
and (3) the actual construction of the memorial. 

The first task was completed in April 1957, under the first appropriation of 
$56,000 made for the fiscal year 1957. 

The second task was initiated during the fiscal year 1958 under the second 
appropriation of $44,000; a preliminary survey to determine the potential re- 
sponse to a national fundraising effort has been completed. In addition, basic 
organization plans for a fundraising effort have been drafted. 

The principal effort during the fiscal years 1959-60, under the requested ap- 
propriation of $46,000 will be the development of further information and studies 
to permit the Commission to make a decision as to the type, timing, and the 
scope of a fundraising effort. Additionally, future planning of a broad nature 
will be undertaken on the sculptural embellishments of the memorial. Finally, 
the appropriation requested will provide fur a small staff to carry out these 
pecessary planning tasks, provide for administrative office responsibilities, and 
permit. if required, on-site visits to Corregidor Island by Commission and staff 
members. 

The completed memorial will constitute a permanent symbol of international 
devotion to the cause of peace and hemispheric understanding and will be a con- 
stant reminder to future generations of the bravery and sacrifices of the Fili- 
pinos and Americans who died in the fight for the preservation of freedom and 
democracy. 

Mr. Tuomas. This shows that you received in 1957, the first year, 
$56,000; 1958, $44,000; and now you are seeking this supplemental 
here for $46,000. How many employeesdo you have? 

Mr. O’Neat. Two. We may need another, but we have never had 
over two. 

Mr. Tuomas. $13,374. What is the other salary here? 

Mr. O’Neat. A typist-clerk. 

Mr. Ketry. It will bea grade 7. 

Mr. THomas. What is that salary ? 

Mr. Ketiy. Approximately $5,273. 

Mr. Tuomas. You have two salaries, about $21,000. What goes 
with the remainder of it? 

Mr. Ketiy. The remainder-of the funds is made up in two items. 

Mr. Tuomas. Other contractual services ? 

Mr. Ketiy. And mileage. 

Mr. Tuomas. What is the other contractual services? You spent 
$8.338 in 1958. What is that for ? 

Mr. Ketry. Chiefly for the architectural adviser, Mr. John Harbis- 
son, Who acts in that capacity with the American Battle Monuments 
Commission and also acts as adviser to the Architect of the Capitol, 
a very distinguished architect. 

Mr. Tuomas. $1,035 for travel against $8,000 for next year. 

Mr. Ketty. As the chairman said in his statement, the $8,000 repre- 
sents travel which may be performed to the Philippines. 

Mr. Tromas. Do you have a regular bill for fiscal 1960 or is this it? 

Mr. Ketry. This isit, sir. 

Mr. O’Neat. The authorization was passed last year, but we did 
not get this amount. 

Mr. Tuomas. Should this not go back to the regular subcommittee ? 
Who handles this? General Government Matters handles this. 
Should this not go there? This is not a deficiency. It isa regular ap- 
propriation bill. 

Mr. Ke ty. I believe the Bureau of the Budget looked upon it as 
a deficiency for the remainder of 1959. 
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FUNDS FOR CONSTRUCTION OF THE MEMORIAL 


Mr. Tuomas. You set it out very well here. You say on page 3: 
The overall program developed to carry out the basic legislation listed three 
broad tasks to be accomplished, (1) the selection of an appropriate design for 


the memorial; (2) the obtainment of funds for the construction of the memoria} - 
and (3) the actual construction of the memorial. a 


How much do you think that will be? That is, the funds necessary. 

Mr. Ketry. $7.5 million. 

Mr. Tuomas. How did you arrive at the figure of $7.5 million? 
Is that a limitation put in your original act? 

Mr. Ketiy. That is as realistic an estimate as the design architect 
could furnish. 

Mr. Tuomas. Where is the $7.5 million going to come from? You 
state in here, “In addition, basic organization plans for a fund-rais- 
ing effort have been drafted.” 

Mr. O’Neav. Mr. Chairman, may I explain that, please. Congress 
authorized us to get this money—there was no prohibition as to how 
we should get it—either from Congress or from public subscription. 
We went into the matter very carefully. At the time we started it 
appeared we were in a period of extreme prosperity. 

As you know, that changed. We had hae experts who made a 
study for several months and advised us it would take 3 or 4 years 
to start to get the money by public subscription. 

Mr. Tuomas. Is it the intention of the Committee to seek the $7.5 
million in appropriated funds from the Congress ? 

Mr. O’Neat. Such an authorization was passed last year by the 
House, and I think it had the approval of a majority of the individual 
members of the Foreign Relations Committee of the Senate. It did 
not pass due to a procedural delay. Therefore, we are coming back 
this year for the authorization of $7.5 million, all of which I will 
justify now or at anytime any committee wishes to hear me. In ad- 
dition to many reasons for the memorial, the expenditure of this 
money in the Philippines now would do as much good in our foreign 
eeerem today as any dollars-and-cents expenditure we can make. 

will be glad to go into this with this committee, if you desire. 

Mr. Tuomas. I do not know that this is the proper time. This is 
a deficiency for 1959. 

Mr. O’Neat. We did not have the authority last year to come before 
this Appropriation Committee of the House to get the money we 
needed to run us all the last fiscal year. The Senate put it in on the 
floor because the authorization was passed after the bill left the House. 
The Senate put it in the bill on the floor and it came back to a House 
subcommittee; I had had no chance to appear before the committee 
due to the shortness of time. The Appropriation Subcommittee of 
the House in conference did not concur in the Senate amendment. 

We have had no money for several months. The burden of carry- 
ing the office fell not only on me but on some others. To that extent 
it is a deficiency for 1959 which we are asking, and we need the 
money, we have operated without any help at all in the last several 
months. We need it at once in order to keep our program rolling 
in the proper way. 

As far as the whole subject matter is concerned, I did not know 
how far to present to this committee the entire work of the Com- 
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mission. There is nobody—with the possible exception of a few—who 
has gone into this thing with us, both in the Philippines and in the 
United States, who has not agreed it is one of the most worthwhile 
things the U.S. Government is trying to do in our foreign affairs. 
I would like to present it to you in great detail because 1 am very 
full of this whole subject, gentlemen. 

I know you do not have time to do it, but we are asking you here 
to give us our operating expenses for our office so we can carry on. 
Then if anybody wants to go into it in detail, I would like very 
much to have the opportunity of explaining the whole purpose. 
Generally people do not realize the importance of this thing. 

Just one thing alone. We have memorialized in Europe to the ex- 
tent of over $40 million, and appropriations have come through 
the Appropriations Committee. We have not spent for memorial 
purposes in the Far East hardly anything. There is one cemetery in 
the Philippines for American soldiers only. 

Mr. Tuomas. There is a hospital down there for which we have 
been asked to appropriate about $2 million for 1960. These funds 
are to maintain it. 

Mr. O’NeEat. There will be no maintenance on this, gentlemen. This 
will be a great asset. I read in the Reader’s Digest a couple days ago 
that one historical memorial that will bring 28 people a day to view 
it is worth more to the economy of a community than a factory with 
a pay roll of $100,000 a year. That is why all of the States in the 
Union are building up all they can as far as tourist travel is con- 
cerned. This will be the most outstanding tourist attraction the 
Philippines has. It will be one of the most amazing memorial in the 
world. It will be comparable to the Taj Mahal and comparable to 
anything in the world as stated by experts. It will bring large 
numbers of people to see it. Talking in practical terms of helping 
the Philippines, outside of the sentimental value, you are giving the 
Philippines something that may draw hundreds of people a day. Its 
value to the economy of the Philippines is tremendous. 

In addition to that, most of this money would be spent in labor and 
materials in the Philippines. 

Mr. Tuomas. Mr. Kirwan. 

Mr. Kirwan. Off the record. 

(Discussion off the record.) 

Mr. O’Nea. My feeling is that the Congress is so busy and has so 
much to do I feel I cannot get to the membership to tell them the story. 
I cannot get the time to do it. You gentlemen do not have the time. 
We would have had the bill through in the Senate last year, but they 
could not even call a committee hearing in the last week. If I had 
the time to sit down with each of the members of this committee and 
tell the story, I do not have a question but that I would have the 
enthusiastic support of 90 percent of the Members of Congress. We 
ask to have this small amount of money to keep going properly. 

Mr. Tuomas. Mr. Jensen. 

Mr. JeNnsEN. I am pleased to see our good former colleague with us 
today. I know of his great interest in this subject. He has talked 
to me about it on several occasions. 

I can say only that I am very sympathetic and I shall certainly 
give your request every consideration because I know that you are a 
very sincere man and we like you and the way you operate. 
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Mr. O’Neat. Thank you very much. I do not think I was known ag 
a spender when I was on this committee. 

Mr. Tuomas. Thank you, gentlemen. 

Mr. O’Neat. Thank you, Mr. Chairman. 


Monpay, Frepruary 23, 1959, 
CIVIL AERONAUTICS BOARD 


WITNESSES 


JAMES R. DURFEE, CHAIRMAN 

M. C. MULLIGAN, DIRECTOR, BUREAU OF AIR OPERATIONS 

FRANKLIN M. STONE, GENERAL COUNSEL 

JOHN B. RUSSELL, CHIEF, OFFICE OF ADMINISTRATION 

IRVING ROTH, ASSOCIATE DIRECTOR (DOMESTIC), BAO 

HARRY H. SCHNEIDER, CHIEF, RATES DIVISION, BUREAU OF AIR 
OPERATIONS 


PayMENts TO Arr CARRIERS 


Summary of estimated obligations and payments 





Estimate Revised 
per 1959 estimate Increase 
budget 1959 
Estimated subsidy accrual (amount to be due carriers under | 
final mail rates) for carrier operations during the year $40, 727, 657 $51, 329, 867 $10, 602, 210 
Deduct that part of the above subsidy accrual which is not ex- | 
pected to be covered by mail rates until later years 4 —532, 783 | —1, 415, 720 — 882, 937 


Subtotal, obligations for carrier operations during the 


year ote : deeMecredlnis odes 40, 194, 874 49, 914, 147 9, 719, 273 
Obligations for carrier operations in prior years nab atiee tm ace 2, 443, 960 10, 757, 498 8, 313, 538 
Gross obligations i cttbicnhicde dibebbidibaocacess “ct 42, 638,834 | 60,671, 645 18, 032, 811 
Reduction of amounts obligated in prior years--.-_...........-.|-- —2, 090, 755 — 2, 090, 755 
I noel 42, 638, 834 58, 580, 890 15, 942, 056 
Unoliquidated obligations: | | 
Brought forward from prior years___..-... 3, 524, 494 4, 150, 967 6:26, 473 
Carried forward at end of year__-__-- —3, 580, 693 ~4, 242, 388 —661, 695 


Unc sliected refunds 
Brought forward from prior years-__- : 1, 832, 635 —55, 718 1, 776, 917 
Carried forward at end of year 


Net payments a ia 40, 750, 000 58, 433, 751 17, 683, 751 
Payments in 1958 from 1959 appropriation _- . 401, 249 
Proposed supplemental appropriation ______-_- i 18, 085, 000 





Mr. Tuomas. We have with us this morning the Civil Aeronautics 
Board. We have its very able and distinguished chairman, Mr. Dur- 
fee; Mr. Mulligan, Director of the Bureau of Air Operations; Mr. 
Stone, the General Counsel; Mr. Russell, Chief of the Office of Admin- 
istration; Mr. Roth, Associate Director of the Bureau of Air Opera- 
tions; Mr. Schneider, Chief of the Rates Division, Bureau of Air 
Operations. 

Mr. Chairman, do you have a statement for us? 

Mr. Durree. I havea brief statement. 
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Mr. Chairman, I am here today in support of the Board’s request 
for additional funds, a supplemental appropriation in the amount of 
$18,085,000, for the payment of subsidies to air carriers. 

These additional funds are needed in order for the Board to pay 
the carriers’ subsidy bills as they become due. 

The need for supplemental funds in 1959 has been foreseen by the 
Board for many months. In fact, when we appeared before. the 
Congress a year ago in connection with our 1959 budget estimates, we 
pointed out that the 1959 budget estimates were understated and that 
a supplemental appropriation would be required in 1959. 

That was when we appeared last year before the other committee, 
the Committee on Commerce and Related Agencies. I believe we 
pointed out that a substantial supplemental appropriation would be 
required in 1959, because there were factors, affecting our projection 
of subsidy requirements, which were in an early stage of development 
and where it was impossible to project any accurate figures. Some 
of the imponderables were the route awards that were then pending 
before the Board involving expansion of local service; the acquisition 
of new equipment by carriers, which was then contemplated and in 

rocess; In some cases applications pending for guaranteed loans, 
which had not been acted on; and also the rising costs of carrier op- 
erations. For those reasons, it was impracticable to break out m 
detail these imponderables in fixing our 1959 subsidy figures and we 
pointed out that we would have to ask for a supplemental. 

The situation has been clarified considerably by subsequent actions 
of the Board, although there are a great many variables that still 
exist in projecting subsidy figures and there are quite a substantial 
number of route cases that still have to be decided. 

However, we feel we have made sufficient progress, particularly in 
the route case area, to enable us to project with some degree of accuracy 
our subsidy needs through fiscal 1960. 

This supplemental request was constructed as an integral part of 
the 1960 budget estimates which estimates are intended to reflect the 
following: 

(a) The impact of all new routes which have been awarded or 
announced and the estimated effect of new route awards yet to be made 
under pending cases ; 

(6) The operation of new equipment by the smaller carriers; 

(c) Increased costs in accordance with current trends; 

(d) The effect of authorized fare increases; and 

(e) The effect of increasing the rate of return for local service 
carriers from § to 9.5 percent. 

The details of this supplemental estimate, as well as our estimates 
for 1960, are set forth in the justification. 

Mr. Tuomas. It is a nice statement. You are always to the point, 
a man of great principle but very few words. 

Mr. Durrer. Thank you, sir. 

Mr. THomas. We will put pages 2 and 3 in the record and these 
fine tables on pages 4 and 5 where he breaks down his estimated pay- 
ments to air carriers during fiscal 1959. 

(The pages referred to follow :) 


37458—59- 
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(H. Doc. 58) 


Request : $18,085,000 to remain available until expended. 
Needed : April 1, 1959. 


Current estimate of cash requirements, fiscal year 1959 


Funds available: 





(a) Appropriation 1959 (realized) -.---.---.------_-__-_-_- $40, 750, 000 

(b) Payments in 1958 from 1959 appropriation______________ —401, 249 

(c) it daca nc cap taeteciecanneersietr' eoeak tines terenerenenongeiennen a 40, 348, 751 
Actual subsidy payments made during the period July 1, 1958 

rent Ces I A i i 30, 196, 902 

Cash balance available as of January 31, 1959__-.-_-___________ 10, 151, 849 
Estimated cash requirements during the period Feb. 1 through 

ee Bh cccices-ebaeambiasenepeeaeniniceansmmermyaanee 28, 236, 849 

Estimated deficit and supplemental appropriation required_______-_ 18, 085, 000 


PURPOSE AND NEED FOR SUPPLEMENT FUNDS 


The amount appropriated for “Payments to air carriers” in 1959 totaled 
$40,750,000. However, as shown above, $401,249 of this amount was expended 
during the fiscal year 1958 under the “immediately available for expenditure” 
provision of the 1959 Appropriation Act. Therefore, the balance of $40,348,751 
represents the total cash available for expenditure during the fiscal year 1959, 
It is now estimated that during the fiscal year 1959, in order for the Board to 
pay the carriers’ subsidy bills as they become due, net payments will total 
$58,433,751. On this basis a deficit of $18,085,000 is indicated. 

In this connection, the Board, last year, in submitting its 1959 budget esti- 
mates to the Congress, pointed out that a supplemental appropriation would be 
required for 1959. This was based on (1) the Board’s program for reexamina- 
tion and modification of route structures, particularly, the local service area 
route proceedings; (2) new equipment scheduled for delivery which would 
initially result in increased operating costs; and (3) other overall cost in- 
creases. However, since it was not then practicable to project how extensive 
the effect of these factors would be and since supplement funds would not be 
required until the latter part of the fiscal year 1959, no provision for the antici- 
pated increase was included in the regular 1959 estimates. 

The situation has since clarified to a considerable extent, although many 
variables still exist, and it is now estimated that the 1959 supplement needed 
to pay the carriers’ bills will approximate $18,085,000. Thus, the current esti- 
mates reflect payments in 1959 in the total amount of $58,433,749 compared with 
the $40,750,000 included in the regular 1959 budget estimates. 

The current estimates are intended to reflect: (1) all route awards embodied 
in formal decisions or announcements by the Board, including adjustments to 
operating authority: (2) plans the carriers have made for reequipping with 
more modern and efficient aircraft; and (3) the cost effect of these new serv- 
ices and equipment. The validity of these estimates depends to a large degree 
on the time the new aircraft are acquired and put into service, when the routes 
awarded will be activated, and when the related mail rate revisions will be 
issued by the Board. 

A comparison of the Board’s current estimate of subsidy payments during the 
fiscal year 1959, with its estimates as submitted to the Congress a year ago, 
is shown by individual carrier in a table which follows. In addition, the 
detailed construction of the 1959 payment estimates is shown in an attached 
appendix which was constructed in connection with presentation of the Board's 
1960 budget estimates. Also, because it contains a substantial amount of in- 
formation bearing on the subsidy estimates, there is attached a copy of the 
Board’s October 1958 report entitled “Service Mail Pay and Subsidy for the 
U.S. Certificated Air Carriers.” 
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Estimated payments to air carriers during the fiscal year 1959 


_—_—_——_— 


Carrier 


Estimated 
payments 
in 1959 per 
1959 budget 


Current estimate of payments 
during 1959 





—_— 


Domestic trunklines: 
Eastern (Colonial) ......-------- 
PUIG. ouguncccesanee4 


De eunpensieneuen 


Lecal service operations: 
Allegheny. 
Bonanza... 
i ae 
Frontier. 
Lake Central 
Mohawk. - 
North Central 
Ozark. 

Pacific 
Piedmont. 
Continental (Pioneer).--- 
Southern. ied 
Trans Texas_..- 

West Coast... 


Total 


Helicopter operations: 
Chicago-_ 
Los Angeles. ----- 
New York... 


Total.... 


Alaskan operations: 
Alaska 
Alaska Coastal 
Byers 
Cordova 
Ellis 
Northern Consol 
Pacific Northern 


id ited 


Reeve 
Wien ‘ 
Total 
Hawaiian operations: 
lawaiian 
Trans Pacific 
Total 


International operations: 
Braniff 
Colonial (Bermuda) 
Northwest- 


Total 


Total, all carriers 
Appropriation, 1959 (realized) 
Payments in 1958 from 1959 : ap] ropri ation 


Total available 1959 . 
Supplemental appropriation re quire od 





| 


| 
| 


$3, 448, 113 
1, 657, 058 
2, 748, 824 


2, 629, 240 | 


1, 685, 215 
1, 653, 255 


2, 063, 627 | 


3, 034, 352 
2, 351, 513 


2, 855, 153 | 


3, 273, 
2, 183, 052 


31, 764, 717 


1, 421, 600 
1, 031, 000 
1, 848, 720 


2, 181, 796 | 
519 } 


























4, 301, 320 

1, 387, 982 
340, 255 
228, 357 
247 


508, 363 
2, 203, 606 


782, 000 


|—1, 0£0, 635 


40, 750, 000 


40 
— 401, 


249 


40, 348, 751 |. 


, 648 | 


—1, 832, 635 | 


, 750, 000 | 






































Ne ih nh dis DT te 6sis Difference 
increase (+) 
Actual Estimated \decrease(—) 
July 1, 1958-|Feb. 1,1959-| Total 
Jan. 31, 1959) June 30, 1959 
s : $748 ees 3 
$100, 142 $15,658 | $115,800 | $+115,800 
3, 190,361 | 1,333,068 | 4, 523, 429 +4, 523, 429 
3, 290, 503 1, 348, 726 | 4,639, 229 +4, 639, 229 
2, 076,938 | 1,631,655 | 3, 708, 503 +-260, 480 
950,774 | 1,009,910} 1,960, 684 +303, 626 
1, 675,068 | 1,251,460 | 2,926, 528 +177, 704 
1, 497, 448 | 1,664,111 | 3, 161,559 +532, 319 
1, 045, 353 831,954 | 1,877,307 +192, 092 
1,905,246 | 1,248,921 | 3,154,167 | +1, 500,912 
2, 324,308 | 2,822,003 | 5, 146,311 | +3, 082,684 
: 204 | 2,372,543 | 3,922,837 +888, 485 
1, 388,877 | 2,641,507 | 4,029,884 | +1, 678, 371 
1, 441,813 | 1,038,728 | 2, 480, 541 — 874, 612 
| ---- - 
1,428,079 | 3,164,479 +982, 683 
1, 248, 905 | 2, 971, 679 —301, 840 
890,882 | 2, 114, 464 —68, 588 
20, 538,375 | 20,080,658 | 40,619, 03 3 | | +88 8: 54, 316 
— > —_—— == ———— = — —_ 
883, 005 | 1, 949, 140 +-527, 540 
554, 433 | | 959,690 —71,310 
| 1,295, 320 4 | 2, 754, 902 +906, 182 
732,758 | 2,930,974 | 5, 663, 732 | +1,362, 412 
| 1,008,246 | 1,749,556 | 2,757,802 | +1, 369, 870 
199, 289 | 149, 669 | 348, 958 +8, 703 
- . -- o---+)ee---+------ 
208, 034 172, 47 380, 506 +152, 149 
229, 899 | 328, 341 1 | 557, 740 +310, 092 
| 396, 776 709,155 | +200, 792 
1, 056, 368 2,049,945 | —~—153,661 
712 | —11,310| —10,598 —10, 598 
514, 244 | 446, 379 960, 623 +142, 186 
g | 3,613,068 | 4, 141, 063 +2, 019, 533 
| = 
12, 284 623 "4-12, 907 
ref 12 284 623 12, 907 -+-12, 907 
| - = ren = 
j 1 
eee 1, 567,443 | 1,567,443 | +785, 443 
| 9, 914 | 9, 914 | +9, 914 
ain cian ate — 1, 832, 638 |—1, 832, 638 a 
9,914 | —265,195 | —255, 281 | +795, 354 
30, 196, 902 | 28, 236,849 | 58, 433, 751 | _17, 683, 751 
cschee +401, 249 


18, 085, 000 
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ACCURACY OF ESTIMATES 


Mr. Tuomas. You are seeking a deficiency of $18,085,000. You 
had appropriated for fiscal 1959 $40,750,000, and you had a balance 
of $10,152,000. It all adds up that you, by virtue of your new needs, 
are short $18,085,000. 

How much of that figure of $18,085,000 is guesswork ? 

I note this language: “It is now estimated that during the fiscal 
year 1959, in order for the Board to pay the carriers’ subsidy bills ag 
they become due, net payments will tota] $58,433,751. On this basis 
a deficit of $18,085,000 is indicated.” 

The figure of $58,433.751 is vour target figure. How much guess- 
work is in that figure and how did you arrive at it ? 

Mr. Durrre. In the area of new route awards to local service car- 
riers, the increase in payment estimates were $5,900,000. Mr. Mul- 
ligan or Mr. Russell, can you identify how exact that is? 

Mr. THomas. $5.9 million in new routes? 

Mr. Durrer. Yes, sir. 

Mr. Tuomas. For part of the year 1959. Is it half, one-third, two- 
thirds, or what part? 

Mr. Durrere. That would be for the entire year 1959. 

Mr. THomas. Go ahead. 

Mr. Russett. I do not know that I can talk in terms of how much 
of this $5.9 million is a “guesstimate.” I would say of the $18,085,000, 
approximately $4.5 million would depend on cases to be decided dur- 
ing the remainder of this fiscal year. 

Mr. Tuomas. $4.5 million of your $18 million. That is a flexible 
figure, an estimated figure ? 

Mr. Rossexiy. That is correct. 

Mr. Tuomas. What is the other $13.5 million? Is there any esti- 
mate there? 

Mr. Roussritzu. The other $14 million would be tied to rate orders 
the Board has issued, they are in effect. We can project expendi- 
tures, between now and June 30, with very close accuracy depending 
upon the actual flights operated by the carriers. 

Mr. Tromas. When was this estimate made, 90 days ago? 

Mr. Russeti. February 16 was the date we put the schedule to- 
gether, but the figures go back to early December. 

Mr. Tuomas. That is almost the day before yesterday. You have 
not changed your estimate since then ? 

Mr. Russetu. No, sir. 


GOVERNMENT LIABILITY FOR SUBSIDY 


Mr. Tuomas. One further question. Should your figure of $18.5 
million or your total figure of $58,433,751 be accurate, does this be- 
come a debt against the United States Government ? 

Mr. Durrer. It becomes an obligation of the Government. 

Mr. Tuomas. It is a debt then, an obligation, and if it is not paid 
with appropriated funds the people who have claims that total this 
$58,433.751—and they are the purely local service carriers, not your 
big carriers—could go into the Court of Claims and sue the Govern- 
ment and recover this amount of money ? 
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Mr. Durree. Yes, sir. 

Mr. Tuomas. Are you sure about that ? 

Mr. Durrer. I think the General Counsel will say that. 

Mr. Stone. That is our view. 

Mr. Tuomas. Who is the witness speaking, for the record? 

Mr. Durrer. Mr. Stone, General Counsel. 

Mr. THomas. We want it in the record because it is Mr. Stone, 
who knows the law. 

Mr. Strong. We feel it is an obligation against the Government 
whether or not there are sufficient appropriations to cover amounts 
involved. We have some cases to indicate that premise is true and 
we also have a Comptroller General’s opinion, a letter written to us 
under date of October 6, 1954, which verifies that conclusion. 

It does not mean we can spend out moneys we do not have, but it 
is still an obligation that would have to be paid and the case could 
be taken to the Court of Claims. 

Mr. Tuomas. If their figures come within your magic formula— 
what is that formula ? 

Mr. Stone. Honest, efficient, and economical. 

Mr. Tuomas. If they come within those three magic words and 

rove it up, it is a judgment. May I read one sentence of your 
justification : 

The validity of these estimates— 
$18,085,000— 


depends to a large degree on the time the new aircraft are acquired and put 
into service, when the routes awarded will be activated, and when the related 
mail rate revisions will be issued by the Board. 

Does that apply to that $4.5 million estimate ? 

Mr. Russeuu. Yes, sir. 

Mr. Tuomas. Are there any other estimates besides the $4.5 million 
in that statement ? 

Mr. Russetu. No, sir. In that statement there would be the $4.5 
million that would be tied to these variables. 


PRIOR BUDGET REQUEST 


Mr. Tuomas. Is this truly a deficiency now, or is this a figure to 
make whole—what was the budget request for last year for this pur- 
pose ? 

Mr. Roussery. $40,750,000. 

Mr. Tuomas. You mean the Board underestimated its guess and 
the committee did not underestimate it ? 

Mr. Russet. The Board came to the Congress last year with the 
estimate of $40,750,000. 

Mr. Tuomas. That is what the man said right here on page 1. 

Mr. Russet. The Board said because of the unknowns by way of 
what the effect of fare increases would be, how the route—— 

Mr. Tuomas. What did the committee do? 

Mr. Russety. The committee appropriated the amount of the re- 
quest, $40,750,000. 

Mr. Durree. I believe we stated our estimate for fiscal 1959 was 
not a complete projection of what we anticipated we would require 
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and that we would have to come back for a supplemental appropria- 
tion in a substantial amount. 
Mr. Tuomas. I think your words are correct. 


LOCAL SERVICE CARRIERS 


Gentlemen of the committee, it might be well to look over these 
tables. This is largely local service operators. 

I notice the Trans-Texas Line here is going up in 1959. I notice 
in the table for 1960 it goes up, too. 

For most of these routes your projected costs for fiscal 1960 go up. 
All of them do. What about this efficiency item you are talking 
about? Where does it come in? 

Mr. Russetx. In our supplemental package, sir, on page 3 of the 
appendix we have Trans-Texas. 

Mr. Tuomas. You have them all. I do not intend to single them 
out. They all go up. 

Mr. Russetu. Yes, sir; the local service group as a whole— 

Mr. Tuomas. All of them goup. Where is this deficiency you talk 
up. Where is that deficiency you are talking about ? 

Mr. Durree. This figure for 1960 for Trans Texas, Mr. Ch: airman, 
as we find with a oreat many other carriers, contemplates expansion 
of routes of this carrier during the last fiscal year, I think, in the 
South Central case, in which the decision is forthe coming. 

Mr. Tuomas. It is not my purpose to pick out one route. T hap- 
pened to pick that one out because it is in my section. I notice here is 
Pacific, for instance, 1959 regular $2,351 000, and you estimate for 
1959 $2,641,000. They are all going up. What about your efficiency! 
In your statement you indicate they are going up for a few years and 
then are going to come down. 

Mr. Durree. That is correct. 

Mr. Tuomas. Why should they go up and then come down? The 
rule around here is very few things ever come down. We try to keep 
them from going up since they never come down. 

Mr. Durrer. I believe we stated last year that the Board has, I 
would say, deliberately embarked upon an expansion of local service. 

Mr. Tuomas. It is in your justifications. 

Mr. Dorrer. I think you will find that reflected for almost every 
local.service operation for fiscal 1959-60. 

Mr. Tromas. I believe you state you think you are carrying out the 
will of Congress in so doing. 

Mr. Durrer. I believe so. 

Mr. Tuomas. Mr. Rooney? 


GOVERNMENT LIABILITY TO PAY INTEREST 


Mr. Rooney. In the event these awards of subsidy are not presently 
paid, no interest accrues to the payment when finally made; is that 
correct ¢ 

Mr. Srone. I could not tell you what the award would be in the 
Court of Claims, Mr. Rooney. 

Mr. Rooney. Is there anybody here who knows the answer ? 
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Mr. Muuuican. So far as I am aware, Mr. Rooney, there would 
be no interest involved. 
Mr. Roonry. That is my understanding unless there is a recent 
change. 
EFFECT OF DEFERRING APPROPRIATION 


Might it not be a good idea to defer this until you get your figures 
more “firm in view of this alarming increase in subsidy over the past 
couple of years? Your subsidy figur es, if I understand ‘them correctly, 
for 1958 were $37 million. Now you are up in the coming year to $60 
million. 

Mr. Durrrr. Mr. Rooney, if we defer action on some supplemental 
appropriation here, we will be out of money by the first of April. 

Mr. Roonry. What is the consequence of that since there is no in- 
terest accruing on the part of the Government ? 

Mr. Durrer. I would say, Mr. Rooney, that a substantial number 
of these carriers would be placed in a very embarrassing position. I 
think the general feeling, certainly with reference to any expansion 
which the ‘Board has authorized by any recent route orders, any ex- 
pansion of service, or route orders which the Board will effectuate 
o the first of July, is that these carriers would be very seriously em- 
barrassed in attempting to acquire the necessary capital to provide 
for new equipment. 

Mr. Rooney. They might have to borrow some money ¢ 

Mr. Durree. Yes, and I think a carrier who was placed in this 
position would be in a very unfavorable position to borrow money. 


LOSSES OF SUBSIDIZED CARRIERS 


Mr. Rooney. Have any of your subsidized carriers gone bankrupt 
in the past year ? 

Mr. Durrer. No, sir. 

Mr. Rooney. Have any of your subsidized carriers shown any losses 
on their financial statements in the past year ? 

Mr. Durreer. I do not know whether any have shown any losses. 

Mr. Mutuiean. Yes, sir; they have shown losses without subsidy. 

Mr. Rooney. I am referring to those with the subsidy. 

Mr. Mutuican. The answer would be, “Yes,” Mr. Rooney. 

Mr. Roonry. Which ones? 

Mr. Mouuiean. Mr. Roth. 

Mr. Rorn. We could give an exact statement for the record. I may 
be able to locate the carriers individually in the next few minutes, but 
the exact carriers that would be reporting losses would vary from one 
month to the next, or if you take the latest 12-month period, it would 
vary with each period. Ordinarily the ones showing losses would be 
ones on temporary subsidy rates which proved to be inadequate and 
with respect to which they generally petition for increased temporary 
mail pay to make up for any losses. 


ACCURACY OF ESTIMATES 


Mr. Mu.uican. Just one statement about firmness of figures. On 
pages 4 and 5 which have been put in the record there is shown an 
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estimate with regard to each individual carrier with the exact dollar 
amount forecast to be disbursed. 

Mr. Tuomas. Yes; the tables are very excellent ones. 

Mr. Mutuican. We believe the figures are firm figures. 

Mr. Tuomas. About one-third of your estimate, though, is a guess 
figure any way you look at it. It may turn out to be an accurate esti- 
mate, but at best it is an estimate. 

Mr. Mutuiean. It is an estimate primarily in terms of time. In 
other words, if certain cases now pending are not settled 

Mr. Tuomas. As Mr. Rooney has suggested, if we cut this estimate 


half in two would it cripple the operation of any of these small lines? 
Mr. Motuican. I think it would; yes sir. 





NEED FOR SUBSIDY TO AIR CARRIERS 


Mr. Jensen. Mr. Durfee, this is the first experience I have had per- 
taining to the duties which we have as members of the Appropriations 
Committee with the Civil Aeronautics Board. I shall ask a question 
which I presume 99 percent of the American people would ask if they 
had an opportunity to ask you a question, and that is, Why is it the 
responsibility of the Government to spend all the taxpayers’ money 
to subsidize these air routes? That is a question I have been asked 
on many occasions by people who know that we subsidize these air 
routes with their money. 

In a few words can you tell us why? Why should not the folk that 
use the air routes pay sufficient rates to make these air routes self- 
supporting? Can you answer that question in a few words? 

Mr. Durrer. I can try. 

In 1945 the Board began an experiment with the first short haul 
carrier. At that time the trunklines were still on subsidy. I believe 
in 1950 the total subsidy bill was $81 million, most of which was for 
trunkline and international operations. 

In 1945 the Board temporarily certified the first local service carrier. 
This was done on a temporary basis, I think on a 3- or 5-year cer- 
tificate, the idea being that the Board would experiment in this area. 

From 1945 to 1955, the subsidy involved expanded from $1.5 million 
for this one carrier in 1945 to about $22 million for local service 
carriers, 13 in number, by 1955. 


This was an experiment that the 
Board was conducting itself. The subsidy has mounted from $1.5 


million in 1945 to about $22 million in 1955. Each year the Board 
reported the need for subsidies for these carriers, and basically the 
need is that unless the route structure of these carriers is improved 
and unless more efficient equipment is secured, these carriers will con- 
tinue to require subsidies. 

This is not an economic operation. It was an experiment that ap- 
parently met the satisfaction of the Congress because in 1955 the 
Congress itself, with full knowledge that the subsidy experiment had 
grown from one carrier of about $1.5 million to 13 carriers for about 
$22 million in 1955, the Congress itself, by act of Congress, ordered 
the Board to permanently certificate these carriers. By that act the 
Board was required to issue permanent certificates to these carriers 
over the routes which they then operated. I believe it would be fair 


to say that the Board was correct in interpreting this. If anyone 
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asked me, I believe it would be fair to say the Board was correct in 
interpreting this mandate of the Congress as a positive directive to 
continue what the Board had considered as an experiment. 

Since 1955 this area of expansion has continued in the local service 
carrier area. Helicopters are still on temporary certificates. The 
inter-Alaskan and intra-Alaskan carriers have been permanently certi- 
ficated by the Congress. That was in 1957, a further indication that 
the Congress wanted to make this experiment permanent, with full 
knowledge of the subsidy requirements involved. 

The expansion which has occurred since 1955, the expansion of the 
route structures, has been concurred in by individual members of Con- 
gress. I would say there is not a consolidated route case, involving six 
or eight States, where we do not have a Congressman from almost 
every district in that area and a Senator from almost every State in- 
volved who come before the Board personally and urge the extension 
of service in the particular district or particular State which they 
represent, as requested by the communities or requested by the carriers. 

The Board has paid great deference to the Members of Congress who 
have appeared and requested this extension of service. We have taken 
the time in each case to remind the Members of Congress who have 
asked this extension in their areas that it does entail this subsidy. I 
think it has been done with the full knowledge of the Congress and 
with the full approval of the Congress. Each Congressman and each 
Senator, as evidenced by his appearance before the Board, has indi- 
cated that is what the people in his district or State wanted. 

There has never been any pretense that this is an economic way to 
run an airline. It is a short-haul operation. It involves the use of 
DC-3 aircraft, which are outmoded and obsolete aircraft. We urged 
the passage of the guaranteed loan bill authorizing them to borrow up 
to $5 million to buy new equipment which would be more adaptable to 
present day needs. 

But if anybody wants to ask me why it was necessary for the Board 
to subsidize these carriers, to carry on a program which concededly 
cost the taxpayers a lot of money, I would say, first, it was compulsory 
for the Board to do it because in 1955 Congress itself permanently 
certificated every one of the 13 carriers on a then existing route basis. 

Mr. Tuomas. Would you permit an interruption there? Off the 
record. 

(Discussion off the record.) 

Mr. Jensen. I want to say, Mr. Chairman, that I understand that 
your Civil Aeronautics Board has carried out the will of the Congress 
and you have administered the law as Congress wrote the law and 
as you interpret the law. I am not critical of your Board. But of 
course the Congress can make mistakes too, you know. 

Now, the point I am trying to make is this: Why should not people 
who use the air routes pay a sufficient rate to make the air routes self- 
supporting? I see no reason particularly why the taxpayers of 
America—when possibly 70 percent of them never ride in an air- 
plane—should be paying taxes to subsidize these air routes. 


FUTURE SUBSIDY REQUIREMENTS 


Now, how long do you expect that this subsidization of these air 
routes will go on? I realize most of the larger airlines do not have 
a subsidy now. Is that correct? 
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Mr. Durree. None of the domestic trunkline carriers have a sub- 
sidy and only one international carrier has a subsidy. 

Mr. Jensen. Is this the list here of the airlines that are subsidized 
today ? 

Mr. Durreg. Yes, sir. 

Mr. Jensen. I ask that it be made a part of the record. 

Mr. Durrer. They consist of the 13 local-service carriers, which 
absorb about 70 percent of the subsidy ; 3 helicopter operators in Los 
Angeles, Chicago, and New York, which are still being operated on 
an experimental basis; the inter-Alaskan and intra-Alaskan carriers, 
to which the subsidy this year is a little over $7 million; and the inter- 
national South American operation, one carrier, Braniff. I believe 
that is the spread. 

Mr. Jensen. Mr. Chairman, my purpose in getting that informa- 
tion in the record was to acquaint the public with the information 
which you have just given, Mr. Durfee, because, as I said, I have 
been asked the questions which I have asked you m: uny times. So now 
the next time a person asks me why it is necessary to subsidize these 
air routes, I will simply lift out of the record your explanation and 

say, “Here it is.’ 

Mr. Durrer. You asked a question about what the Board thinks 
about the future. 

Mr. JENSEN. Yes. 

Mr. Durrer. I think it will be a matter of years before we can 
expect any substantial reduction in subsidy. In fact, the subsidy may 
go up in the next few years. But I think the Board is confident that 
we are moving in this direction just as we moved at the time when 
we had 13 trunkline carriers on subsidy and at one time, in 1950, 
the subsidy was $81 million. Most of that subsidy was for interna- 
tional and trunkline operations. American, Eastern, and all these 
big airlines were then on subsidy. They moved out of subsidy be- 

cause as they developed better routes and moved out of the DC-3 
to DC-4, 6 and 7 equipment, they reached a status of self-sufficiency. 

It is the Board’s belief that there is a great area of economic op- 
portunity for these local service carriers to develop just as the 
trunkline carriers developed and, just as in the case of the trunkline 
carriers, it will take a matter of years to develop that self-sufficiency. 
But there is a need for more local service and if the Board can (1) 
improve the route structure of these carriers—and there, of course, 
you get into the question of competition with the trunkline carriers, 
but the Board has certainly, in my recollection, attempted over the 
last 2 years to improve this route structure. For example, we permit 
skip stops after two trips to improve this long-haul route to enable 
them to make more money than on short. hauls. 

Secondly, the Board, in addition to improving the route structure, 
has believed that by providing these carriers with a method of 
financing the purchase new equipment, to wit, a guaranteed loan 
bill which Congress passed authorizing them to borrow up to $5 
million on a guaranteed loan basis for new equipment, that in that 
area the operation of improved equipment, aircraft such as the 
F-27, which we are told has better operating characteristics and is 
cert: unly a more desirable type of aircraft to fly in—by the use of im- 
proved equipment, just as the trunklines did when they moved from 
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DC-3’s to 6’s and 7’s and Constellations, that these carriers can 
jmprove their status. 

inally, we have tried to improve the techniques of mail rate proce- 
dures themselves so that they can maximize their revenues and cut 
their operating expenses by better formulas. Mr. Mulligan can ex- 

Jain that better than I can. 

Perhaps the Board is unduly optimistic, but I think the Board be- 
lieves that there is every reason to expect that we can evolve a sen- 
sible, dynamic local service structure within this country, a feeder 
structure, which may go into longer and longer long-haul routes with 
jet equipment whereby this experiment will work just as it did in the 
case of the trunklines. The trunklines were kept on subsidy for a 
long, long time and I think the average American citizen would say 
that was a successful experiment, that it was money well spent. 

Mr. Tuomas. You do not think the railroads would agree with 
that statement ? 

RAISING OF PASSENGER RATES 


Mr. Durrer. No. I think the American people would. 

Mr. Jensen. Of course the fast way to get away from subsidies 
would be for the air routes to raise their passenger rates. Is that 
right? And why is that not feasible and proper ? 

Mr. Durrer. In this area I believe it has been the policy of the 
Board to encourage every one of these local service carriers, in setting 
up their rate structure, to set it at the optimum rate which will effec- 
tively compete with other forms of transportation. Obviously if 
these carriers price themselves too high they will not carry any pas- 
sengers at all. 

Mr. JensEN. All right, 

Mr. Dorrer. I think the Board, in every instance where one of 
these carriers has come in and said, “We think we can raise the pas- 
senger rates so much a mile,” the Board has encouraged them. We 
have never discouraged that. 


SUBSIDY AS PERCENT OF GROSS INCOME 


Mr. Jensen. One more question. What percent of the gross in- 
come of these short air routes is constituted by these subsidies? Can 
you answer that? 

Mr. Durree. I could give a rough answer. 

Mr. JENsEN. Ten. percent? 

Mr. Rorn. A rough figure would be at least 35 percent, I believe. 

Mr. JENSEN. 35 percent ? 

Mr. Rorn. A rough figure would be at least 35 percent of total 
operating revenue would be subsidy revenue. At one point, if you 
go back to 1950, I am sure the figure was substantially in excess of 
50 percent and may have been close to 70 percent, so there has been 
a tremendous improvement. 

Mr. JENsEN. So at the present time in order for these routes to 
be self-supporting they would need to raise their rates 35 percent ? 

Mr. Rorn. I did not follow the question. 

Mr. Jensen. In order to make these routes self-supporting they 
would need to raise their rates 35 percent if they are now subsidized 
to the extent of 35 percent of their gross revenues ? 
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Mr. Rorn. In my opinion, if they raised their rates by a large per- 
centage it would increase, rather than decrease, the amount of subsidy 
they would require, and I think that opinion is shared by many of the 
officers of the airlines who fear they will price themselves out of the 
market. 

Mr. Jensen. I was going on the assumption the subsidy did not 
amount to more than 10 percent and for that reason if they would 


raise the passenger rates 10 percent I doubt that it would stop a single 
person from riding the airlines. 


That is all, Mr. Chairman. 
Mr. Tuomas. Mr. Bow. 


EVALUATION OF PRIOR SUPPLEMENTAL FORECAST 


Mr. Bow. Mr. Durfee, when you appeared before the subcommittee 
last year handling this bill you were given all you asked for. 

Mr. Durrer. Yes, sir. 

Mr. Bow. At that time you indicated the possibility of a supple- 
mental based upon certain conditions. Let me ask you whether or 
not these things have happened. 

One of the conditions which you said might require a supplemental 
was if the local service carriers were authorized to render new service 
because of proceedings then pending. Have there been additional 


services authorized as the result of those proceedings you had in mind? 
Mr. Durrer. Yes, sir. 


Mr. Bow. To what extent ? 
Mr. Moutuiean. In terms of that particular question, of this $18 


million supplemental, approximately $7.5 million is identified with © 


additional service arising from cases which have been settled since 
that statement was made. 


Mr. Bow. Which were authorized by the Board since the appro- 
priation for 1959 fiscal year ? 

Mr. Motuican. Yes. 

Mr. Bow. Another condition mentioned was new equipment sched- 
uled for delivery in 1958 which would result in increased operating 
cost. To what extent has that taken place? 

Mr. Dorree. $1,376,000; for helicopters $700,000; a total of 
$2.076,000. 

Mr. Bow. Is that all as the result of new equipment ? 

Mr: Durrer. Yes, sir. 

Mr. Bow. How about the overall cost increase which you said might 
cause additional subsidy ? 

Mr. Durree. Local service $8,139,000, cost increases and changes in 
level of operation, Alaskan carriers $2,795,000, International Braniff 
$95,000, a total of $11,029,000. 

Mr. Bow. Because of increased cost of operation ? 

Mr. Dourree. Yes. 

Mr. Motuiean. Increased cost and volume. 

Mr. Bow. That volume would go in the new authorized routes? 

Mr. Durrer. Not necessarily. A carrier may increase scheduled 
frequencies over its existing routes too. 


Mr. Bow. And your Board examines all these increased costs sub- 
mitted to you? 
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Mr. Durrzer. Yes, sir. 

Mr. Bow. Audits them carefully ? 

Mr. Durrer. Yes. 

Mr. Bow. So thisis not anestimate? Or isit an estimate? 

Mr. Durree. These are estimates of accrued subsidy up to July 1, 
1959. . 

Mr. Bow. So the cost increase is purely an estimate or an expert 
guess, perhaps? 

Mr. Durree. I would say about one-half of it has actually accrued 
up to now. We are in February and these figures include amounts 
up to January 31, when I assume we had actual figures. For the 
balance, up to July, it is an estimate. 

Mr. Bow. That it all, Mr. Chairman. 

Mr. Tomas. Let us wait a moment for Mr. Jonas. He is on the 
telephone. 

SUSPENSION OF SERVICE, INADEQUATE TRAFFIC 


Mr. Roonry. In the meantime, Mr. Chairman, may I ask what, if 
anything, has happened with regard to the President’s statement 
that the Civil Aeronautics Board would suspend service of these sub- 
sidized carriers at any point where adequate traffic had not developed 
after a fair trial? 

Mr. Durrer. Mr. Rooney, we have a general proceeding, which the 
Board is moving now, to suspend service to 95 designated points. In 
these new proceedings which we are talking about, the expanded area 
of service, the Board has adopted what we call a use-it-or-lose-it 
policy. I think that policy was first enunciated in the case involving 
the seven-State area around the Great Lakes. In that case the Board 
said that for the first 6 months during which these operations are 
authorized, we would treat that as a period in which they are phasing 
in advertising, and that 6 months we will not regard as a part of the 
test period. After the first 6 months, for the next 12 months we will 
sapetaally examine the operation of this new route, the extension of this 
service over a new route, and we will adopt this formula: If each 
new point—say we have a new segment from A to Z on the new route 
and points B, C, D, and E as intermediate points—if each of these 
intermediate points does not generate at least five passengers a day, 
then the Board has said that at the end of 18 months it will take steps 
to terminate the service. 

We said further, that on the segment itself, if the segment does not 
develop at least five passengers per flight, the Board will take steps 
to discontinue service on the entire segment. 

Mr. Rooney. With regard to the 95 instances to which you have 
referred, what would that mean subsidy moneywise if suspensions 
were ordered? Anything? 

Mr. Rorn. Mr. Rooney, service has been suspended for sometime 
at a number of these points, clearly the minority of them, but quite 
a few of them. Up to that extent the permanent suspension will be 
reflected in the basic estimates submitted. 

Mr. Rooney. To the extent of how much ? 

Mr. Rorn. I cannot identify a figure. 

Mr. Rooney. I fail to understand this huge increase of $21 million- 
plus in subsidies over the last fiscal year as compared to the coming 
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fiscal year, and wonder whether or not the President’s statement means 
anything. Was the President talking about reduction of subsidies 
when he said the Board would suspend service at any point where 
adequate traffic had not developed after a fair trial ? 

Can you give us any figures on this? 

Mr. Rorn. In constituting estimates we look at the past experience 
of the carriers. To the extent that carriers in the past year have 
already suspended at some of these 95 points, we have reflected that in 

the estimates. 

Mr. Roonry. And what is the amount of that reflection ? 

Mr. Rorn. I do not believe it is possible to identify the exact amount 
of it but we can be confident that to the extent there are savings 
reflected in the carriers’ profit and loss statements, they are reflec ted 
in the projection. 


GUARANTEE OF PROFIT 


Mr. Rooney. That leads to this question : What is the present theory 
with regard to payment of subsidies insofar as guaranteeing a profit 
to the carrier? cl he guaranteed a profit ? 

Mr. THomas. Ten percent. 

Mr. Rorn. No, sir, the carriers are not guaranteed a profit. They 
simply have the basic eligibility to meet the subsidy requirements 
under efficient and economical management. But there are many 
carriers who, in a of the eligibility 4 for subsidy, have shown losses, 


Mr. Rooney. There have been quite a number who have shown sub- 
stantial gains, too; is that correct ? 


Mr. Rorn. Yes, sir. 

Mr. Rooney. And to what extent do you permit them to make 
these gains while you pay them subsidies? 

Mr. Rorn. The Board has its rate staff review the financial state- 
ments of the subsidized carriers ev ery 90 days and there i is a written 
report to the Board every 90 days in which the staff is required to 
make recommendations to reopen any subsidy rate which appears on 
its face to be excessive. 

Mr. Rooney. That is a nice answer but it is not an answer to the 
question I asked. I asked to what extent do you allow the carriers 
to profit and at the same time pay them a subsidy ? 

Mr. Roru. Where a carrier has a final rate which produces a 
profit—and of course the rate is intended to produce a reasonable 
profit 

Mr. Roonry. What do you call a reasonable profit ? 

Mr. Rorn. The current thinking of the staff, and to the extent it 
has been expressed in formal statements of the Board, is a 914 per- 
cent return on investment. 
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Mr. Rooney. Mr, Thomas was off only one-half of 1 percent. That 
is all, Mr. Chairman. 

Mr. Tuomas. Did you answer Mr. Rooney’s question really correct- 
ly? You did theoretically, but as a matter of fact the purpose of 
the subsidy is 

Mr. Rooney. I am entitled to draw deductions from what has been 
said here. They are guaranteeing a 914 percent profit. 

Mr. Durrer. No. If the Board disallowed eas the operating ex- 
penses of a carrier, as reported by the carrier—and sometimes this 
comes close to being the truth—an amount which would be equal to 
914 percent of the net expense of the carrier, the carrier would not 
make a profit. 

Mr. Tuomas. He does not lose anything, though, does he? 

Mr. Durres. I do not know how many carriers have achieved a 914 
percent return. It is probably a minority. 

Mr. Rorn. They have been on temporary rates. You asked earlier 
about how many of the subsidized carriers lost money. The latest 
figures I have are for the 12 months ended June 30, 1958: According 
to these figures, which are a compilation of profit and loss statements 
of all local service carriers, the carriers collectively showed a net loss 
of $891,000. 

Mr. Rooney. And do you have comparable figures with regard to 
profits during that period / 

Mr. Rorn. This is a net of profits and losses. I can give you the 
amount for each of the 13 local service carriers. 

Mr. Rooney. May Isee that? It may save some time. 

Mr. Rorn. Page 22. 

Mr. Roonry. Would you be so good as to draw this together? I do 
not ask that this be inserted in the record because it is too voluminous, 
but please show how many of the airlines that were receiving a subsidy 
all the way across the board, including International Braniff, and so 
forth, made a profit in the—what year do you want to take? 

Mr. Roru. This happens to be for the 12 months ended June 30, 1958. 

Mr. Rooney. All right, show the names of the airlines and their 
losses during that period. 

Mr. Rorn. You want that furnished for the record, sir? 

Mr. Rooney. If you would, please. 


Mr. Rorn. All right. 
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(The following information was supplied subsequently :) 


Net income or loss after special items for air carriers reporting subsidy for 12 months 
ended June 30, 1958 


{In thousands of dollars} 
[Minus sign denotes a net loss] 


Domestic trunk operations: Northeast ! 


ilies eniegh acct ace: Biri oes ae le eck Ss — 6, 276 
Local service: 
NN SG bo. Shastt oh AL OLS ~ bald Oe oh wild aide oo helm de ad 58 
a ral eels wrtiag Sitch ceed —29 
ee SO cance in as ine tg i we a ole le ex — 82 
Aha Le eee! Ue Ad oe oe oo deere 3 ht — 58 
Nd cs in tm we ranean de — 33 
NN ee a ise ul ble db incon ews — 222 
ig a ee be Ge amhemeen ~—375 
a aks wes anh cele eee ea ph es sco ws cermigigps we ww:ee eco cence — 128 
SE ictus mioiaadae re eee dt dautoeeen pS. cle tf 23 
Piedmont_-_-_--- cael eM Iie tie eee cewek od 160 
ee Ek Be ce Be og — 227 
a a a ek Cee a ire ek te ‘4 122 
I ie oe Ste Sen ee ee ee cwe ae — 98 
Helicopters: 
I ai haere a a re ee ot ns Saale ed ‘ie . —110 
ie gsi ep inigea sit i ee ceanaaealit 81 
Ne em eee ae a at 15 
Intra-Alaska: 
I Sa LEG Oia BISA 696 
ND ig ict ae ts tee ws bl — 20 
Cee acs ORR dh lice nsin ll — 139 
fan oe a me nea mae a Seeger aes al ere 65 
Ne es monn ecnotwrcesedoaeaun —39 
ne mn wna wowa meneelee daadtone 137 
I ee bee — 87 
Foreign and overseas: 
eee ee ee co eam mae amen eaucennn aca — 134 
I ad oe Te Lb ol cteaweewsnddiwocacacua 174 


1 Northeast did not report subsidy during the period but was later awarded subsidy in a subsequent final 
mail rate order. 


Source: Carrier reports on CAB form 41. 


Mr. Tuomas. Thank you, gentlemen, very much. 


RIVER BASIN STUDY COMMISSION FOR TEXAS 
WITNESS 


CHARLES D. CURRAN, EXECUTIVE DIRECTOR OF THE U.S. STUDY 
COMMISSION STUDYING THE RIVER BASINS IN TEXAS 


Program and financing 


Resource development studies : 
CC ES 
as iienasiediegnsmsdnnen ea eaeatinaniimvinnancil 200, 000 
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Object classification 


7 | | | 

















|1959 presently! 1959 revised | 1959 increase 
available | estimate (+) or de- 
crease (—) 
A eats 
Total number of permanent positions.-..........--------.---- 5 27 22 
Average number of all employees. ........-.--.--------------- 4 27 23 
Number of employees at end of year. --....-..----------------- 4 27 23 
Oh, . POTNNOL CT VEENE ci co con ccsennesecceciianesnscmspouseuney $30, 000 $88, 000 +$58, 000 
Sell tet AR ANTI LE ILE. AEL LGR AID 12, 000 15, 000 +3, 
in) URGOUURENINN Gn UMN Con on kccn ccs ccenescsienscceaceece 1, 000 TS te enccocbeeies 
04 Communication services. ......................-.......... 1, 000 2, 000 +1, 000 
eh: Se Ce Ee MOIS o. iianedndmicemmabnetopeneitie 5, 000 6 CU acpemnsssitnee 
NR Se rn cnn nnmentcnnndianseeseenl+—earepnipeasr= 1, 000 +1, 000 
es Ce BIE ook dk we kcid coco mteudetdinnsnsoucalaaccanmtescse= 65, 000 +65, 000 
08 Supplies and materials......................--....--....-- 1, 000 1, 000 4 Jsiesiec sal 
RaW 2... ccecnnecicnccnnconcrcnnctentgiscvacennconnsslevamupipesiedee 22, 000 +22, 000 
PN ek aie en ah adsl bdccscandbccesna 50, 000 200, 000 150, 000 
etic 


Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have with us today Mr. Charles D. Curran, Executive Director 
of the U.S. Study Commission Studying the River Basins in Texas. 

How many river basins are you going to study, Mr. Curran? 

Mr. Curran. Eight. 

Mr. Tuomas. Do you have a short statement for us? We will be 
delighted to hear you. 

Mr. Curran. It is essentially set out on the first page and a half of 
this justification, Mr. Chairman. 

Mr. Tuomas. At this point, put pages 1, 2, 3, and 4 in the record, 
Mr. Reporter. 

(The pages referred to follow :) 


GENERAL STATEMENT 


The U.S. Study Commission—Texas was established by Public Law 85-843, 
approved August 28, 1958. The purpose of the Commission is to formulate 
a basic, comprehensive, and integrated plan of development of the land and water 
resources of the Neches, Trinity, Brazos, Colorado, Guadalupe, San Antonio, 
Nueces, and San Jacinto River Basins and intervening areas in the State of 
Texas. The legislation provided for a Commission of 14 members, 13 of whom 
were appointed by the President on December 17, 1958. 

At the time of his appointment, the Chairman of the Commission received 
from the President guide instructions which stated in part: 

“The Commission should immediately develop its proposed program and or- 
ganization for the current and budget years and submit promptly to the Bureau 
of Budget its estimate of appropriation requirements in order that the budget 
document for 1960 may adequately reflect the proposed program. Arrangements 
should also be made for early recruitment of Commission staff.” 

The Commission held its organizational meeting on January 5, 1959, in Hous- 
ton, Tex., where it has established its headquarters. 

At its initial meeting, the Commission established a Planning Coordinating 
Committee composed of one representative each from the Department of Interior, 
the Department of Health, Education, and Welfare, the Department of Agricul- 
ture, the Corps of Engineers, U.S. Army, and the Texas Board of Water Engi- 
neers under the chairmanship of the Executive Director of the U.S. Study Com- 
mission—Texas. The initial assignment of this committee was to inventory the 
nature and whereabouts of basic data, studies, and surveys concerning the as- 
signment of the Commission. The Planning Coordinating Committee was also 
assigned the function of planning a work program for the Commission. This 
budget reflects the program to the extent it has been developed and approved 
by the Commission. 
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An appropriation of $50,000 was made at the time the enabling act became 
law and the supplemental estimate of appropriation for fiscal year 1959 in 
the amount of $150,000 is to provide for work during the balance of the current 
fiscal year. 

The work program and organization of the Commission contemplate that its 
staff will be kept small but will be made up of highly qualified professional] 
people whose primary functions will be to review data and studies and to de- 
velop an integrated plan. It is the plan of the Commission to use existing 
State, local, and Federal agencies, established consulting organizations, and 
facilities of the universities to undertake specific studies to the extent of their 
competence. The Commission proposes that its staff undertake no studies or 
surveys which can more efficiently and more economically be performed by some 
existing entity either through a contractual relationship or through established 
procedure of transfer of funds to another Federal agency. 
Document 58 differs from that proposed by the Commission. 

Section 203 of the authorizing law established a commission “‘to be known as 
the U.S. Study Commission on the Neches, Trinity, Brazos, Colorado, Guadalupe- 
San Antonio, Nueces, and San Jacinto River Basins and intervening areas.” It 
is the view of the Commission that the appropriation should be made clearly and 
indubitably for this specific Commission. 

It has been the Commission’s intent to request funds for carrying on the full 
scope of authorized work and only that work. The law does not include all the 
river basins in Texas and it does include intervening areas outside of the named 
river basins. Designating the appropriation ‘“‘River Basin Study Commission for 
Texas” may raise a question as to the identity of the Commission, may imply 
inclusion of rivers not named in the law and exclusion of the “intervening areas” 
specifically intended. It is not our wish or intent to amend the basic authoriza- 
tion by appropriation, limitation, or extension. 


The commitments at this time approximate $43,000, classified by objects as 
follows: 


The language of 


a ceenenn GUIrURO DD oie ok ok. Cot add ed ee PESASES | 
02 Travel : 


a cnmsinimhoindades ciassigs Eslceiiiiitacincenatiahddste. 1 See 
ee eRe O CNC asad sacatetiadeh cp dimgpelindusssscesb ee alnai side 1, 000 
I sienna tadildlic iniiaiisiaalathenich ces. | 
i sl ticccaininenandnanmenemeteseseianeienth 5, 000 
a cearncneeeen etc anlinlarnibsandiosaniniancsmnaniiacisanininlivtareediasen 1, 000 

datenblatt thy lll sph natglihtech tcc 43, 000 


There are only four persons on the staff at this time and no funds are allotted 
for equipment out of the $50,000 appropriated. In view of the nominal amount 
of the current appropriation for the work assigned, further progress of the 
Commission is dependent on the availability of additional funds. The attached 
schedules set forth the detail of personal services and the estimated obligations 
of requested funds classified by objects. Additional explanation of the amounts 
follow: 

01 Personal services 


The law provides for compensation to the Commissioners, other than those 
appointed from within the Federal service, at a rate of $50 per day with a limi- 
tation on the total annual amount that may be received by the Chairman set at 
$12,000 ané by other members at $7,500. 

Staff positions are set out in detail and contemplate an organization of 27 
people. While the Commission is exempt from the civil service laws and the 
Classification Act, it proposes to adopt the essence of administrative procedures 
established under those laws as its administrative procedure. Thus it has set 
the variou staff positions at rates comparable to positions established under the 
Classification Act for like activities. 

The recruiting of personnel is currently the first responsibility of the Commis 
sion as it is necessary to assemble and review the data available before necessary 
studies can be undertaken or plans for planning completed. 

02 Travel 


The amount of $15,000 is included for travel. The Commissioners are engaged 
in their work under this assignment only part time. Those appointed from the 
Federal agencies are regularly located in Washington, D.C., Fort Worth, Dallas, 
Austin, and Temple, Tex. The Commissioners appointed from outside of the 
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Federal service each live in the river basin from which he has been appointed. 
Commission meetings are held at least monthly at Houston and attendance at 
these requires travel. In addition, adequate cooperation by the staff of the Com- 
mission with the staffs of the Federal agencies regularly engaged in water 
resources development and with the State and local bodies concerned with the 
subject requires considerable travel which must be financed by the Commission. 


08 Transportation of things 

Most of the employees sought for staff assignments are from professions of 
which there is an inadequate supply of qualified members, and it is contemplated 
that it will be necessary, as now authorized by law, to move the household effects 
of some of these to Houston. The sum of $1,000 is included for this purpose. 


04 Communication services 

This item of $2,000 contemplates necessary day-to-day liaison of the Commis- 
sion and its staff with the agencies with which it is cooperating which are located 
at such cities as Austin, Dallas, Fort Worth, and Temple. 


05 Rent and utility services 
The item of $5,000 for rent is to provide space in Houston, Tex., for meetings of 
the Commission and for housing the staff for its day-to-day operations. 


06 Printing and reproduction 

The item of $1,000 for printing is to care for normal printing and binding ex- 
penses and for reproduction of draft material and Commission studies for distri- 
bution to the Commissioners, the cooperating agencies, and consultants for their 
information and review. 


07 Other contractual services 

The amount of $65,000 is to finance a group of special studies to be physically 
performed by other agencies. It is the plan of the Commission, recognizing its 
responsibilities in keeping with its assignment, to keep this program constantly 
under close review so that if feasible the studies may be reduced in scope or 
otherwise. curtailed. In undertaking these studies, full use will be made of 
studies already available and of basic data already gathered. 


08 Supplies and materials 

The item for supplies estimated at $1,000 is to provide materials for adminis- 
trative work and such engineering activities as are necessary in connection with 
the preparation of the work. 

09 Equipment 

The sum of $22,000 is included for equipment. This is the necessary office 
and office engineering equipment to permit employees to function. 

During the remainder of this fiscal year the Commission proposes to collect, 
collate, and examine reports and studies heretofore made on the water resources 
of the area, determine specific gaps where additional data need to be gathered, 
and initiate work of gathering such data. All of this is basic to the assignment 
of formulating a comprehensive and integrated plan of development as directed 
in the authorizing law. 

Mr. Tuomas. The Commission was established by Public Law 85- 
843 approved August 28, 1958. The purpose of the Commission is to 
formulate a basic, comprehensive and integrated plan of development 
of the land and water resources of the Neches, Trinity, Brazos, Colo- 
rado, Guadalupe, San Antonio, Nueces and San Jacinto River Basins 
and intervening areas in the State of Texas. 

It. all lies within the State of Texas. 

You have your headquarters established in Houston, a good town. 
Who is chairman, Mr. Brown ? 

Mr. Curran. George R. Brown, yes, sir, 

Mr. Tuomas [reading |: 

At its initial meeting, the Commission established a Planning Coordinating 
Committee composed of one representative each from the Department of In- 
terior, the Department of Health, Education, and Welfare, the Department of 
Agriculture, the Corps of Engineers, U.S. Army, and the Texas Board of Water 
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Engineers under the chairmanship of the Executive Director of the U.S. Study 
Commission, Texas. The initial assignment of this committee was to inventory 
the nature and whereabouts of basic data, studies, and surveys concerning the 
assignment of the Commission. The Planning Coordinating Committee was also 
assigned the function of planning a work program for the Commission. This 
budget reflects the program to the extent it has been developed and approved by 
the Commission. 

What is your background, Mr. Director? 

Mr. Curran. I was born in Boston, Mass., and educated in the pub- 
lic schools of that city. I went to West Point, graduated from the 
Military Academy in 1928, and was commissioned in the Corps of 
Engineers of the Army. 

Mr. Tuomas. The answer is you are a good engineer. 

Mr. Curran. Well, I think so. 

Mr. THomas. You are not going to get any disagreement out of us. 
We think so, too. 

Mr. Curran. While in the Corps of Engineers I was sent to Cor- 
nell University where I was awarded the degree of civil engineer and 
master of civil engineering. I am a registered professional engineer 
in the Commonwealth of Pennsylvania and in the District of Colum- 
bia. 

My most recent Federal service was as administrator of the second 
Hoover Commission Task Force on Water Resources and Power after 
which, in 1955, I left Government and opened an office as a consulting 
engineer. Prior Federal service included professional engineer as- 
signments with the Legislative Reference Service of the Library of 
Congress, the House Committee on Public Works (Jones subcommit- 
tee, 1952), the International Boundary and Water Commission at El 
Paso, Tex., the Bureau of the Budget and the Office, Chief of En- 
gineers, U.S. Army. 

FUNDS COMMITTED 


Mr. Tuomas. We are delighted to have you with us. Last year 
when this act was passed you got a supplemental of $50,000. How 
much of that was obligated ? 

Mr. Curran. I have better than obligated, a figure of committed. 

Mr. Tuomas. How much committed ¢ 
ae Curran. About $43,000. We have only four employees with 
that. 


PAY SCALE 


Mr. TxHomas. What is the pay scale of the four employees? Are 
they all professionals? 

Mr. Curran. No; one is the executive secretary, who is receiving 
$10,850. 

Mr. Tuomas. I tried to figure it out from the green sheets. You 
have an average rate of 10.6. You have one executive director at 
$17,500, is that correct ? 

Mr. Curran. That is correct. 

Mr. Tuomas. One executive secretary at $10,850. 

Mr. Curran. That is correct. 

Mr. Tuomas. One administrative assistant at $5,985. 

Mr. Curran. He is not yet on the payrolls. 

Mr. Tuomas. One fiscal assistant. 


‘ Mr. Curran. At $4,640, now on the payrolls; and one estimator at 
8,330. 
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BUDGET FOR 1960 


Mr. Tuomas. What is your contemplated budget for the fiscal year 
1960? Do you havea figure for that yet ? 

Mr. Curran. Yes. Wesubmitted that to the Bureau of the Budget. 

Mr. THomas. How much isthat? 

Mr. Curran. The amount we submitted was $800,000. 

Mr. Tuomas. How many employees will you have? 

Mr. Curran. 53. 

Mr. Tuomas. Is there any good reason why you should not take 
this item of your deficiency over to the other group that is going to 
handle your big bill next year and wrap it up in one package 

Mr. Curran. Time would be significant. 

Mr. Tuomas. That river has been running down there for four 
or five thousand years and another 30 days will not hurt. 

Mr. Curran. Not time so far as the river is concerned, but time so 
far as the Commission is concerned. As it is now, with only four 
employees, we cannot go further. 


EXPIRATION OF COMMISSION 


Mr. Tuomas. When does the Commission expire as a matter of 
operation of law? 

Mr. Curran. It expires 3 months after it submits its final report 
to the President. 

Mr. THomas. Is there a mandatory date for submitting a report? 

Mr. Curran. No, sir, no mandatory date at all; the present goal, 
as adopted by the Commission, is to complete its report by June 
30, 1961. 

Mr. Tuomas. I notice in your object classification you have listed 
transportation of things, $1,000; communication services, $1,000; 
rents and utility services, $5,000. You mean you are paying office 
rent, $5,000 ? 

Mr. Curran. That is what it will be for the balance of the year; 
yes, sir. 

Mr. Tuomas. You could not get the GSA to furnish that ? 

Mr. Curran. There is no space for them to furnish. They are the 
ones who have negotiated a rental for us. 

i ,pmomas. They made you spend your own money rather than 
theirs ¢ 

Mr. Curran. We would have to pay them anyway, I understand. 


PAY AND NUMBER OF NEW PERSONNEL 


Mr. Tuomas. How are you going to break down your deficiency ? 
You have how many members on your board now ? 

Mr. Curran. Thirteen now, and the law provides for one com- 
missioner from the San Antonio-Guadalupe Basin, which is listed 
as a single basin. 

Mr. Tuomas. You will have how many? 

Mr. Curran. If a pending amendment becomes law, 16 commis- 
sioners. 

Mr. Tuomas. You will pay them $50 a day, with a limitation of 
$7,500 overall ? 

Mr. Curran. Yes, sir; except those from Federal agencies. 
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Mr. Tuomas. For the time being, you want to increase your peo- 
ple from 4 to 27 people. In other words, you want to put 23 new 
people on? 

Mr, Curran. Yes, sir. 

Mr. Tomas. What will that cost you? 

Mr. Curran. Roughly, $75,000. 

Mr. Tuomas. On an annual basis? 

Mr. Curran. No, sir; for the remainder of this year. 


OTHER OBJECTS 


Mr. Tuomas. That is $300,000, then, next year. You want $15,- 
000 for travel. Who will do the traveling? 

Mr. Curran. Largely the Commission, because the Commissioners 
are located throughout Texas and they come together for meet- 
ings. 

Mr. Tuomas. How do you break down the $15,000? You are 
bringing all these Washington gentlemen to Texas and paying their 
traveling ee! They are all Government employees anyway; 
are they not 

Mr. Curran. No, sir. Six of them are Federal employees, five of 
whom are located in Texas. One is located in Washington, D.C. 

Mr. Tromas. Transportation of things, $1,000; communication 
service, $2,000. You have some round figures here, Judge Curran. 
What are you going to use $2,000 for? You contemplate day-to-day 
liaison of staff and agencies, which will be cooperating in such cities 
as Dallas, Fort Worth, Temple. You can do a lot of letter writing 
for $2,000. 

Rent and utilities, $5,000. The item of $5,000 for rent is to provide 
space in Houston for Commission meeting office space. Other con- 
tractual service, $65,000, to finance a group of special studies to be 
physically per formed by the agencies. 

With 27 Sean why do you need anybody to go outside your own 
people to make these studies ? 

It is the plan of the Commission to recognize its responsibility and 
to keep this program under constant review. You should watch care- 
fully over that. 

Supplies and material, $1,000; equipment, $22,000. What kind of 
equipment will you buy ? 

Mr. Curran. For the members of the staff, we will be getting desks, 
drafting boards, tables, file cases, essentially that kind of equipment. 

Mr. Tuomas. I thought you were going to equip a regiment and a 
half, here, for $22,000. Go over to the GSA and tell them to get you 
half a dozen desks, which cost $4.95 a desk, plus. 

Mr. Curran. We have found that the GSA does not have any sur- 
plus furniture in Houston. They have only new furniture at Fort 
Worth. We are making an attempt to borrow from the Ordnance 
Department some used furniture that they have in storage at Houston. 
If that is satisfactory and we are successful in that effort, we will be 
able to cut down our expenditure. 


REFERRAL OF REQUEST TO REGULAR PUBLIC WORKS COMMITTEE 


Mr. Tuomas. How seriously would this affect your activities if we 
were to do this? This is running into money. It is a big thing. 





The 
adn 

h 

h 
cur 
the 
of : 


abe 
tal 


do 
to 


~~ — a 


peo- 
new 


Vs 


53 


There is no time limit on the number of years it can run. Your own 
admission is you will ask for what next year in your regular bill ? 

Mr. Curran. $800,000. 

Mr. THomas. You could spend a lot of money. Would it seriously 
curtail you if you took another couple of weeks to let you go over to 
the committee that ought to work with you all the time? This is sort 
of a deficiency group. 

Mr. Curran. What it would do, sir, it would mean we could not go 
abead with any further recruitment at this time. 

Mr. Tuomas. I understand. W ould it hurt you very badly to cur- 
tail your program for about 2 or 3 w eeks? 

Mr. Cv rRAN. If it were just 2 or 3 weeks, I do not think it would 
do any serious damage. I know the Chairman would not be happy 
to have any delay. He is interested in getting the job done, getting 
it underway and finishing the job, rather than having the Commis- 
sion prolong its existence any more than necessary. 

Mr. Tuomas. Mr. Kirwan? 

Mr. Kirwan. I do not think it will seriously handicap you to put 
this over until the Public Works Committee has an opportunity to 
review it. 

Mr. Curran. Would that mean that we would get no additional 
funds until the next fiscal year? 

Mr. Kirwan. Yes. 

Mr. Curran. It will mean a delay in recruitment and progress. 
It will be a 4-month delay. 


QUESTION OF USING PERSONNEL ALREADY ON FEDERAL PAYROLL 


Mr. Kirwan. I understand. You are an engineer. You went to 
Cornell. I said before you came into the room, off the record, that I 
called two agencies in the Interior Department last week. I learned 
they have 7,312 engineers in just these two agencies. They have the 
smartest engineers 1n the world there in the Geological Survey. Their 
job has been to study for the past many, many years every drop of 
water in this country. They have at their fingertips many of the 
facts you are trying to find out. You are making a study down in 
Texas. They have been gaging streamflows for years and making 
water resources investigations. In fact, the Army you came out of 
had one of their engineers transferred to assist in building a model 
in San Francisco Harbor that I have visited. The model has cost 
$3 million to date. Why can we not, instead of hiring a group of 
new engineers, simply say to the Geological Survey, the Corps of 
Engineers, the Bureau of Reclamation, and the other qualified 
agencies, “You have got the equipment, you have got everything in 
the world, including the brains, go ahead and make the study’ ”¢ 
Why can we not do that instead of going out and paying a group $50 
a day? We may have a tough time keeping the Government person- 
nel on the Government payroll when they see somebody getting $50 
a day. They are well qualified. I do not see the necessity of setting 
up this new organization. Why not wait and come in front of the 

regular Public Works Subcommittee and let us find out if we cannot 
do this with the re engineers? There are over 7,000 down on 
the Interior payroll. I do not know how many are in the Army 
Engineers and every other agency. So I don’t see why we have to 
go to the outside and pay somebody $50 a day. 
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Mr. Curran. Yes, sir. You might be interested in the names of the 
members of the Commission in that they are not engineers, except one 
or two of the Federal members. 

Mr. Kirwan. Why not get somebody that knows the score all along 
the line and put them on the Commission. It is like sending me out 
to some new job on a railroad. I am not a railroad engineer. It is 
the taxpayers’ money we are interested in. 

Mr. Cintas. They were appointed 

Mr. Kirwan. No matter who appointed them, it is the taxpayers’ 
money. I have no fault to find with the Commission. Let us get 
individuals qualified to do the work, in the Geological Survey and the 
other Federal agencies in this field, not reaching outside getting some- 
body for $50 a day or approximately that price. 

Mr. Curran. I would like to tell you a little bit about the situation 
down there. There are not only the six Federal agencies, that have 
done certain amounts of work, but the municipalities, the State 
through its board of water engineers, a number of State-authorized 
river authorities, and a number of water use’ and control] districts, 
There are a great number of people who have made partial studies, 
but there is no plan that everyone has agreed upon. The Bureau of 
Reclamation has spent several million dollars over the last 4 years 
coming up with a plan that it has. The Corps of Engineers has indi- 
sated it will need over $5 million for surveys for what it proposes be 
done. 

I do not know how much the Department of Agriculture wants. 

Talking with these agencies, they have indicated that there is about 
$3 million they need to just fill in gaps in existing data. The job of 
this Commission is not to repeat or duplicate anything that any of 
these agencies have done, but its job, as set out in the law, is to come 
up with a single plan for all of these eight basins. 

At present we have a myriad of projects proposed in conflict and 
disagreement. As an example, there are two different groups that 
have come up with an estimate of a different water yield on one 
stream. One comes up with 400,000 gallons a day and the other with 
800,000. They both started with the same rainfall and the same soil. 

Mr. Kirwan. Why not take the 5 or 8 different groups and put 
them all in 1 room? They were separated and they came in with a 
separate plan. Why not put them in one room? 

Mr. Curran. That is the job of this Commission. 

Mr. Kirwan. Take the des employees. Are you going to 
take them ¢ 

Mr. Curran. Certainly. 

Mr. Kirwan. There will be nobody on the payroll outside of Gov- 
ernment engineers. You are not going out to hire specialists. We 
already have specialists by the trainload. 

Mr. Curran. The law authorizes the Commission to borrow people 
from the agencies, but that presupposes that the agencies will lend 
them. 

Mr. Kirwan. I understand that. With all the engineers we have 
around, and I mean this, and I am not condemning them, I think the 
Army geological and reclamation engineers are the best in the 
country. We have seen 1,200 engineers in Denver under one roof. 
We have seen them build the models of the Grand Coulee and all the 








f the 
t one 


long 
@ out 
It is 


yers’ 
3 get 
1 the 
omMe- 


tion 
1aVe 
tate 
ized 
icts, 
lies, 
1 of 
ars 
idi- 


out 
of 

of 
me 


nd 
Lat 
ne 
ith 
vil. 
ut 


55 


big dams before there was ever a drop of water or power. They were 
all built right under the one roof. 

Every time the Congress creates a law, out they go to the outside and 
come up with a trainload of new fellows. This morning Mr. Cannon 
said he wanted to place a rider on the bills reducing personnel; did he 
not ¢ 

He wants to cut one of every four out. 

Mr. Jensen. Until he has reduced personnel 20 percent. 

Mr. Kirwan. Now we come in with another law creating a new 
commission. I am not blaming you. I blame the Congress, which 
creates all of these laws. 

We do not put to work all of the great talent we have. Before this 
thing is over, if we spend $800,000, there will be a lot of new ones on 
this payroll. They are keeping Senator Byrd awake nights. 

You say you will be in for $800,000 next year ¢ 

Mr. Curran. Yes, sir. 

Mr. Kirwan. Then you can get down to freewheeling. Is this the 
only State in the Union that has had a gigantic affair like this? 

Mr. Curran. No, sir. I would say this is the latest development in 
a process that has been going on for about 20 years—a search for a 
coordination procedure. 

Mr. Kirwan. This is the latest development. We have 49 States. 
Do you not think the other 48 will want the same developments ? 

Mr. Curran. The one over in the Southeast involves four States in 
a commission set up at the same time as this one was. It centers in 
Georgia, includes Florida, Alabama, and South Carolina. 

Mr. Kirwan. No doubt every State in the Union will be interested 
in it. 

Mr. Curran. I do not know whether you want to go into the whole 
effort of coordination, in that right before these two commissions 
were set up there were two reports made by interagency basin com- 
mittees of the various agencies. The Arkansas-White-Red, a survey 
started in 1950 and a report sent to Congress in 1956, that cost over 
$14 million and has ended essentially with an inventory. At the 
same time that survey was going on there was a study made of the 
New York-New England streams, again by an interagency group. 

The interagency group acts only on those matters in which there is 
unanimity. If there is disagreement, the items are laid aside for their 
agencies to consider separately. So in effect, as coordinating groups, 
they do not get very far. 

Mr. Tuomas. Mr. Jensen? 

Mr. Jensen. I can understand Mr. Kirwan’s concern about this 
item, because we have had a lot of experiences with these engineers and 
the Department of Interior. Mr. Kirwan has expressed my senti- 
ments very well, so whatever I would say, or any question I would ask 
would be mere repetition, so I pass. 

Mr. Tuomas. Mr. Bow? 

Mr. Bow. I would like to ask this question, Mr. Chairman. From 
what little I know about this, it looks to be intrastate in the great 
State of Texas; is that correct ? 

Mr. Curran. These rivers are completely intrastate; yes, sir. 

Mr. Bow. I join with many of my friends in Texas in being a 
great believer in States rights and I am wondering why the Federal 
Government has to go in to handle the matter for Texas. 
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Mr. Tuomas. Mr. Jonas? 

Mr. Jonas. To what extent are you cooperating with the Bureau 
of Reclamation, the Corps of Engineers, the Department of Agri- 
culture, and three or four agencies in Texas that are working on this 
same subject ? 

Mr. Curran. I think I can answer that in part by telling you who 
are Commissioners from the Federal agencies. The member on the 
Commission appointed from the Department of the Interior is Mr, 
Harry Burleigh, who is the Bureau of Reclamation representative in 
Austin. 

The member from the Department of Agriculture is Mr. Henry N. 
Smith, who is in the Soil Conservation Service, with headquarters at 
Temple, Tex. 

The member of the Commission from the Department of the Army 
is Brig. Gen. William Whipple, division engineer of the Army Engi- 
neers stationed at Dallas. The Federal Power Commission and the 
Department of Health, Education, and Welfare members are also 
stationed in Texas. 

In addition to those people having available to the Commission the 
entire facilities of their agencies, we have set up, as mentioned in the 
justifications, a planning coordinating committee that includes an 
engineer from the Corps of Engineers, one from the Department of 
Agriculture, one from the Department of Interior, one from the Public 
Health Service, and an engineer from the Texas Board of Water 
Engineers. 

Mr. Jonas. Does the State of Texas not have a water resources 
commission of its own? 

Mr. Curran. It isn’t exactly a water resources commission. It is 
entitled the board of water engineers and one of their prime responsi- 
bilities is to license any structure built on any of the rivers. There is 
a question of water rights as you get into the arid areas, and that sub- 
ject is a concern of the State board. 


RESULT OF WORK OF COMMISSION 


Mr. Jonas. What do you think the ultimate result of the work of 
the Commission will be? Will it come up with a recommendation for 
the development of the water resources of Texas? 

Mr. Curran. Yes, sir. I anticipate it will be a report along the 
level or character of the Corps of Engineers survey report, that would 
go to the President and to the Congress, recommending a plan which 
could be approved by Congress. It would also recommend what agen- 
cies build what particular features. I would expect that the Federal 
work would be undertaken by the Corps of Engineers and the Bureau 
of Reclamation primarily. 


USE OF FUNDS REQUESTED 


Mr. Jonas. If you get this supplemental plus the $50,000 you al- 
ready have, that will be $200,000. 

Mr. Curran. Yes, sir. 

Mr. Jonas. That will run you through June 30 of this year. 

Mr. Curran. Yes, sir. 
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Mr. Jonas. Then you will ask for $800,000 next year. 

Mr. Curran. Yes, sir. 

Mr. Jonas. Will that be principally for increased personnel? _ 

Mr. Curran. It would be for some additional personnel, about eight 
total people to bring the staff up full during the year, although some 
of them would not be for the whole year. 

Mr. Jonas. What will the other $600,000 be for ? 

Mr. Curran. About $250,000 of it would be for special studies to 
be undertaken by consulting firms or by the existing regular Federal 


agencies. ' 
Mr. Jonas. You have got $65,000 in this budget for contractual 
obligations. 


Mr. Curran. That is the same kind of thing. These agencies told 
us that they would need for next year $1,100,000 for studies that need 
to be made for the Commission’s objective, to get together data that 
are not yet available. 

Mr. Jonas. If you have all these studies made by other agencies or 
private agencies, why do you need a host of engineers and planning 
specialists ¢ 

Mr. Curran. These studies are still fragmentary. The Commission 
has the responsibility, itself, of developing a plan. It happens, for 
reasons that are difficult to say or know immediately that these various 
plans are not all in agreement, one with another. 

Mr. Jonas. You mean you will hire an outside agency to make a 
study and then use your engineers to analyze that study ? 

Mr. Curran. No. I might put it this way; the Bureau of Reclama- 
tion and the Corps of Engineers have done a considerable amount of 
work on hydrology but they have directed their studies to areas where 
they have specific jobs assigned them by Congress. That still leaves 
areas where little has been done or where what has been done is con- 
sidered inadequate. We need to get—instead of building up the Com- 
mission staff adequately to go out and gather that material—get that 
done either by one of these existing agencies or a consultant firm; 
then take all of the data that have been pulled together by the Corps 
of Engineers, the Bureau of Reclamation, the Department of Agri- 
culture, and these other agencies, to make up a single comprehensive 
plan for the water development of the eight rivers. 

Mr. Jonas. What do you need a lawyer for? 

Mr. Curran. Advice on water law, primarily. The basic act set- 
ting up the Commission calls to the attention of the Commission its re- 
snemaiiy to take full cognizance of existing law and particularly 
the water law of the State of Texas. 

Mr. Jonas. You are taking on a full-time lawyer? 

Mr. Curran. I doubt that we will be able to. It would be desir- 
able to have one who is expert in that field. 

Mr. Jones. What does an estimator do ? 

Mr. Curran. Makes cost estimates of these structures. 

Mr. Jonas. Thank you. 

Mr. Tuomas. Thank you very much. It is nice to see you. 
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DEPARTMENT OF AGRICULTURE 


AGRICULTURAL ResEarcH SERVICE 


WITNESSES 


DR. B. T. SHAW, ADMINISTRATOR, AGRICULTURAL RESEARCH 


SERVICE 


DR. M. R. CLARKSON, DEPUTY ADMINISTRATOR, AGRICULTURAL 


RESEARCH SERVICE 


EDMUND STEPHENS, DIRECTOR, BUDGET AND FINANCE DIVISION, 


AGRICULTURAL RESEARCH SERVICE 


CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 


DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 


Program and financing 


1959 presently 









1959 revised | 1959 increase 
estimate (+) or de- 
crease (—) 


$44, 231,000 | +-$2, 867, 110 
16, 067, 000 +-993, 700 
2, 164, 000 +168, 200 
1, 103, 000 +-146, 100 
63, 565, 000 +4, 174, 110 

23, 806, 400 +1, 320, 500 

29, 248, 600 +1, 102, 500 
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1. Research: 
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Transferred from ‘Conservation reserve, ” soil bank pro- 
le PID ids coh accdiietphdindin agniiaiiecosaqeatgnl peed 
Appropriation Sepnrere.. snbabSteeted. ebdbsacbehen ~ 198, 752, 890 
Reappropriation_-___- . ie ae ta alti 346, 000 











899, 000 
— 527, sod 
“ar 0 4 | +8 496, 110 
527, 557 : 4 

128, 852, 890 +100, 000 
8, 396, 110 +8, 396, 110 
137, 249, 000 +8, 496, 110 


346, 000 


|--neoonoeee- 





Total 
Full-t 
Aver 
Num 


Perx 


10 


CH 


oN, 








59 


Object classification 
































1959 presently} 1959 revised | 1959 increase 
available estimate (+) or de- 
crease (—) 
Total number of permanent positions--...........-.-..------- 16, 595 16, 600 +5 
Full-time equivalent of all other positions...-.......--------.- 1, 347 BOOP lconiéanmdake 
Average number of all employees. -.-.......-..--.------------ 16, 076 16, 077 +1 
Number of employees at end of year._........-..-.----------- 17, 452 17, 457 +5 
Personal service obligations: 
Permanent positions. aia hiesetipkeetata 77, 392,800 | $84,754,700 | +$7, 361,900 
Positions other than permanent: 
Fee-basis veterinarians-.--..-. eusniwecnestqiciee peal 2, 000, 000 ROOD GOO A cane di <<0sns~ 
All other.._. -. sia guatesitenase lane eae ear 2, 913, 400 3, 143, 000 +229, 600 
Other personal MMI Bais hdd EAbne ie <bnidontnb nd dodelyl 1, 141, 600 1, 233, 300 +91, 700 
Total personal service obligations. -.........-- woohoo 83, 447, 800 91, 131, 000 | +7, 683, 200 
AGRICULTURAL RESEARCH SERVICE 
Is IR sds sl ash ih sme ees aL eae 83, 447, 800 91, 131, 000 +-7, 683, 200 
SN doa ito a cemsing o eguerencis ako hemes aan ewan entaeiaben tee 4, 267, 800 4, 272, 800 +5, 000 
03 Transportation of things................------.------------ 491, 300 | 491, 800 | +500 
ae, cere. cacupenehnetanguanes 1, 184, 200 | 1, 184, 300 +100 
05 Rents and utility services......._- isatevegcanybepheaaben 975, 600 975, 600 iia ee ee 
Oe. J rn 20 OPO... 8. cseatieenscasekuken ene 739, 400 CO es th 
Oy GUROP CONT ECteree BOT VN. 6 nn onic ence coc cnc cucc dc wsbece 11, 664, 590 11, 766, 800 +102, 210 
Services performed by other age OAR nk. oe ae 4, 075, 000 4, 248, 100 173, 100 
on. . no snckas unin baeserotnppeuwueume 8, 582, 699 | 8, 586, 199 +3, 500 
Gy BI dc wick ccewqnitidduetidebhoensessidoeccctibbad 4, 609, 117 | 4, 617, 117 +8, 000 
10 Lands and structures i ee a a a a acer m 200, 000 | 235, 000 +35, 000 
11 Grants, subsidies, and contributions...................--. 4, 894, 500 | 5, 370, 700 +476, 200 
13 Refunds, awards, and indemnities: 
le. nesacennenebwed 3, 000, 000 a 
Sarapie i fo a ee ee 150, 000 | 150, 000 rae oa 
COD MRORTIIIINS .. .. ono < Suioooddcccoscecbeces 443, 000 CRB bch ici 
Ne en a ge ee 47, 900 Gr. Be ce tk 
Be. | Te i ES 8 oi conan ck a bea b eden 144, 300 | 153, 600 +9, 300 
1959 program obligated in 1958. ....................-..-..-..- ee WU A Deleceascinidh nits, 0 
ed "128, 339, 649 136, 885, 759 +8, 496, 110 
Deduct quarters and subsistence ota cee ne eae Se 100, 500 kg eee. si 
Tota) Agricultural Research Service. ................-.--. 128, 289, 149° _136, 785, +8, 496, 110 
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Mr. Tuomas. Gentlemen, we are delighted and honored to have with 
us our distinguished friends from the Department of Agriculture, 
We have with us Dr. B. T. Shaw, Administrator, Agricultural Re- 
search Service: Dr. M. R. Clarkson, Deputy Administrator, Agricul- 
tural Research Service; Mr. Edmund Stephens, Director, Budget and 
Finance Division, Agricultural Research Service; and Mr. Grant, 
Director of Finance and Budget Officer, Department of Agriculture, 

It is nice to see you. 

Mr. Suaw. Mr. Chairman and members of the committee, the pro- 
posed supplemental estimates for fiscal year 1959 include two items for 
the Agricultural Research Service. 

One is a request for $100,000 to be appropriated for research to 
develop and determine methods for the humane slaughter of livestock, 
This item includes a request for authorization necessary to use a part 
of the funds for the alteration of a meat laboratory at Beltsville, Md, 
to facilitate such research. 

The second item is a request to transfer funds in the amount of 
$8,396,110 from the appropriation, “Conservation reserve program,” 
fiscal year 1959, to finance that part of increased salary and_ related 
costs resulting from Public Law 85-462 which cannot be absorbed 
within our “Salaries and expenses” appropriation. 


RESEARCH ON HUMANE SLAUGHTER METHODS 


On August 27, 1958, Public Law 85-765 was approved. This new 
law directs the Secretary of Agriculture to conduct, assist, and foster 
research to develop and determine methods of slaughter of livestock, 
and the handling of livestock in connection with slaughter, which are 
practicable from the standpoint of slaughter operations and humane 
with reference to other existing methods and current scientific knowl- 
edge. It establishes as a policy of the United States that livestock 
slaughter and related handling shall be carried out only by humane 
methods. The Secretary is directed to designate methods of slaughter 
and handling with respect to each species of livestock, and after June 
30, 1960, no agency or instrumentality of the United States shall con- 
tract for or procure, except as modified by the President in a declared 
emergency, any livestock products produced or processed by any 
methods not designated and approved by the Secretary. The act also 
authorizes establishment of a 12-member advisory committee to (a) 
make recommendations on the research needed and on methods of 
slaughter and handling for each species of livestock, and (6) obtain 
cooperation of the public, producers, farm organizations, industry 
groups, humane associations, and Federal and State agencies in the 
furtherance of research and the adoption of improved methods. 

The advisory committee has been appointed by the Secretary. It 
has endorsed preliminary studies by the Department on methods of 
humane slaughter now in common practice and has recommended the 
speeding of studies that would advance knowledge and improve 
methods of stunning and anesthetizing livestock prior to slaughter. 

In this country studies of methods of slaughtering meat animals 
have been conducted chiefly by packers and dealers in packinghouse 
equipment. A number of methods for human slaughter have been 
advocated, such as use of carbon dioxide for hogs prior to shackling 
and sticking, tranquilizers, electrical stunning, and use of the captive 
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bolt pistol. There is need to evaluate these and other methods of 
eghser from the standpoint of humaneness and practicality. Some 
of the research could be conducted through research contracts or other 
cooperative arrangement. 

It is necessary to provide suitable facilities for certain of the studies. 
These could be provided by altering the present meat laboratory at 
Beltsville, Md., at a cost of approximately $35,000. These alterations 
should be completed as soon as possible. Our budget request provides 
the authority necessary to proceed with them. 


PAY ACT COSTS 


Our second item requests authority to transfer $8,396,110 from the 
appropriation, “Conservation reserve program,” fiscal year 1959, in 
order to finance that part of the increased salary and related costs 
resulting from Public Law 85-462 which cannot be absorbed within 
our appropriation “Salaries and expenses.” 

The appropriation of additional funds is not involved in this item. 
The work under salaries and expenses is conducted under three sub- 
appropriations, and the request is for authority to transfer funds to 
them as follows: 


ONO 86st i eels aba aeti ee wee eee $4, 074, 110 
Plant and animal disease and pest control___.___----__-_--__-_-_-__ 2, 423, 000 
Ss I laa sclge cccenicccketsiensinnacenceansa Rigrectpekenpipmageelaiiege natitggeianbamaanigecn 1, 899, 000 

Mmotnis i 21505 she 2A ot. oe oi a ee 8, 396, 110 


Under these subappropriations, the Agricultural Research Service 
carries out the Department’s scientific research in the fields of live- 
stock, crops, soil and water conservation, farm economics, agricultural 
engineering, utilitization research and development, and home eco- 
nomics. It conducts both fundamental and applied research in these 
fields, utilizing physical, biological and economic sciences. Research 
is conducted at the 12,000-acre Agricultural Research Center, Belts- 
ville, Md., and at numerous locations in the States, Territories, and 
possessions, and in foreign countries. Programs for control and 
eradication of plant and animal diseases and pests are conducted to 
prevent introduction into the United States of pests and diseases of 
foreign origin, to prevent the spread interstate of those within the 
country, and to control and eradicate them where found. The Federal 
meat inspection laws are enforced to assure production of disease free, 
clean and wholesome meat and meat products for both civilian and 
military use and for foreign commerce. 

Qur total pay act costs under this appropriation are estimated to 
be some $500,000 more than the amount to be met by this transfer au- 
thority, but we will absorb this additional cost as a part of our effort to 
reduce expenditures wherever possible. We are unable to propose 
any further absorption of costs because of having to meet substantial 
increased operating costs, the urgent demands for new or expanded 
research, the increasing workload relating to enforcement of laws 
pertaining to meat. inspection, plant and animal quarantines, and 
othe regulatory activities, and the need for meeting emergency con- 
trol operations arising from outbreaks of plant and animal diseases 
and pests. 
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We estimate that we are absorbing approximately $3 million this 
fiscal year in increased operating costs unrelated to the increased pay 
act costs under Public Law 85-462. About half of this amount is due 
to the higher cost of equipment, materials, supplies, and other items, 
We are spending about $33 million for such items in 1959 and costs for 
them are estimated to have risen a little over 4 percent during the past 
year. We have about 1,700 full-time employees whose pay is based 
upon wage board rates. We estimate that their pay costs have in- 
creased about $450,000 this year. Also, there has been an increase in 
costs of about $70,000 due to converting GS employees to wage board. 
This past year, Congress directed that we should initiate or expand re- 

search on various farm and utilization research problems but the in- 
crease in appropriations for such research was $252,500 less than the 
amount for the work which we were directed to do. It has been neces- 
sary, therefore, to absorb $252,500 in other research programs in order 
to comply with the congressional directive. In fiscal year 1958, an 
increase in appropriations was provided to meet the cost of the Gov- 
ernment’s contribution to the retirement fund, but only aig the 25 pay 
periods that such increased costs were in effect that year. In the cur- 
rent 1959 fiscal year, it is necessary to meet these costs for the full 26.1 
pay periods. The increased cost is estimated at $166,000. Other ad- 
ditional costs of over $500,000 which must be absorbed this year include 
increased salary costs due to Civil Service Commission action under 
section 803 of the Classification Act, as amended, raising scientists in 
several selected fields to the top step in the halle: costs of a part of 
the servicing of the new research programs in foreign countries con- 
ducted under Public Law 480 with foreign currencies, and various 
other items. 

Our need for these funds and authorities will be increasingly urgent 
as the year progresses. A considerable portion of our work is greatly 
influenced by the crop seasons. For this reason, our normal operating 
expenditures become greater during the spring and early summer. In 
addition, the period of obligations for some of our large pest control 
programs, such as for grasshoppers, gypsy moth, witchweed and 
others, are confined almost pet to the latter months of the fiscal 
year. 

If you have any questions regarding either of our requests, we will 
be glad to answer them. 

RESEARCH 


Mr. Tuomas. We have here an increase for $100,000 for humane 
slaughter research, including not to exceed $35,000 for alterations to 
the meat laboratory at Beltsville, and a proposed transfer of $4,- 
074,110 from the appropriation for “conservation reserve program” 
fiscal year 1959. 

The first item is $100,000. Of that $100,000 you earmark $35,000 
for alterations to your meat laboratory at Beltsville, is that correct? 

Dr. SHaw. That is correct. 

Mr. Tuomas. Mr. Reporter, at this point, will you insert in the 
record pages 1 through 8 of the justifications. 
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(The pages referred to follow :) 


AGRICULTURAL RESEARCH SERVICE 
(H. Doc. 58) 


Salaries and expenses, 1959 


Oa ict ck, Seda seein kbar naaccllle eaptgevace oh elena iccecnaee nies Rhema cen acod $8, 496, 110 
ep mppreprinties iii ian Be a ined e elders 100, 000 
er CRN os i DE LE oe ates Sed 8, 396, 110 
peeropeiaitem 60 Gate ake che alc" 128) 752; 300 
Cnaeetions to‘ Dec. SB; 1006). 21... bu a en kd 65, 487, 773 
Expenditures to Dec. 31, 1958____-_ sip el tala icp cored le ahi ac 54, 642, 528 
Budeet estimate next fiscal’ year... seed ee -_. 134, 825, 000 


Employment: 


Average number current appropriation._______-____-________~ 16, 076 


Average number involved this estimate____-___-____--__-____ 5 
Actual employment, Dec. 31, 1958 (including 3,541 fee-basis 
veterinarians on the brucellosis eradication program) -—-__~ 19, 265 


PROPOSED LANGUAGE 


“For an additional amount for ‘Salaries and expenses’, as follows: 

“*Research’, including not to exceed $35,000 for alterations to the meat 
laboratory at Beltsville, Md., $4,174,110, of which $4,074,110 shall be derived by 
transfer from the appropriation for ‘Conservation reserve progran’, fiscal year 
1959 ; 

“‘*Plant and animal disease and pest control’ $2,423,000 to be derired by 
transfer from the appropriation for ‘Conservation reserve program’, fiscal year 
1959; and 

“ ‘Meat inspection’, $1,899,000, to be derived by transfer from the appropriation 
for ‘Conservation reserve program’, fiscal year 1959.” 


EXPLANATION OF LANGUAGE 


The language provides for the following: (1) An additional appropriation 
of $100,000 for research on humane handling and slaughter of livestock and 
necessary authority to use not to exceed $35,000 of these funds for the alteration 
of a meat laboratory at Beltsville, Md., to facilitate such research. These 
alterations are needed as promptly as possible. The authorization for such 
alterations is necessary since the amount involved exceeds the present limitation 
of the appropriation “Salaries and expenses” which provides that “the cost of 
altering any one building during the fiscal year shall not exceed $3,759 or 4 
percent of the cost of the building, whichever is greater,” (2) an additional 
amount totaling $8,396,110 ($4,074,110 for research; $2,423,000 for plant and 
animal disease and pest control; and $1,899,000 for meat inspection) to be 
derived by transfer from the appropriation “Conservation reserve program”, 
fiscal year 1959, to finance that part of increased salary and related costs result- 
ing from Public Law 85-462, which cannot be absorbed within this appropriation. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Activities under this appropriation 

The Agricultural Research Service carries out the Department's scientific 
research in the fields of livestock, crops, soil and water conservation, farm 
economics, agricultural engineering, utilization research and development, and 
home economics. It conducts both fundamental and applied research in these 
fields, utilizing physical, biological, and economic sciences. Research is con- 
ducted at the 12.000-acre Agricultural Research Center, Beltsville, Md., and at 
numerous locations in the States, Territories, and possessions, and in foreign 
countries. 


37458—59——_5 








64 


Programs for control and eradication of plant and animal diseases and pests 
are conducted to prevent introduction into the United States of pests and 
diseases of foreign origin, to prevent the spread interstate of those within the 
country, and to control and eradicate them where found. 

Work of the Service also includes enforcement of the Federal meat inspection 
laws to assure production of disease-free, clean, and wholesome meat and meat 
products for both civilian and military use and for foreign commerce. 


Need for supplemental funds 


As a result of legislation enacted since submission of the fiscal year 1959 
budget to Congress, additional funds are needed for fiscal year 1959 as follows: 

(1) $100,000 recommended to be appropriated to carry out those provisions 
of Public Law 85-765, approved August 27, 1958, which directs the Secretary 
to conduct research to develop and determine methods of slaughtering livestock 
which are practicable with reference to the speed and scope of slaughtering 
operations and humane with reference to other existing methods and current 
scientific knowledge. After June 30, 1960, no agency or instrumentality of the 
United States shall contract for or procure, except as modified by the President 
in a declared emergency, any livestock products produced or processed by any 
Slaughterer or processor which in its own or any affiliated plants slaughters, 
or handles for slaughter, livestock by any methods not designated and approved 
by the Secretary 

The Humane Slaughter Advisory Committee has been established by the 
Secretary as authorized by the act. It has met and urges the Department to 
speed studies that would advance knowledge and improve methods of stunning 
and anesthetizing livestock prior to slaughter. The purpose of this supplemental 
estimate is to provide funds for such research. 

(2) $8,396,110 recommended to be derived by transfer from the appropriation 
“Conservation reserve program,” fiscal year 1959, to finance that part of increased 
salary and related costs resulting from Public Law 85-462, which cannot be 
absorbed within this appropriation. 


JUSTIFICATION OF SUPPLEMENTAL ESTIMATE, FISCAL YEAR 1959, FOR SALARIES AND 
EXPENSES 


This supplemental estimate is to provide funds for the following two purposes: 

1. An appropriation increase of $100,000 under “Salaries and expenses, re- 
search,” to provide for research on humane slaughter methods and for neces- 
sary alterations to facilities for conducting such research. 

2. Authorization to transfer not to exceed $8,396,110 from the appropriation 
for “Conservation reserve program,” fiscal year 1959, to finance that part of 
the increased salary and related costs resulting from Public Law 85-462 which 
cannot be absorbed within this appropriation. 


1. Research : 
I a et creeatinen anhsiian pind ent $59, 044, 890 
EE EE EE Sree eeee +100, 000 
ae ee 59, 144, 890 


An increase of $100,000 for research on humane slaughter methods and for 
necessary alterations to facilities for conducting such research 


Need for increase.—Additional funds are needed to carry out the provisions 
of Public Law 85-765, approved August 27, 1958, relating to the development 
of more humane methods of slaughter of livestock. This law was passed after 
enactment of the annual appropriation act for fiscal year 1959. The new law 
directs the Secretary to conduct, assist, and foster research to develop and de- 
termine methods of slaughter, and the handling of livestock in connection with 
slaughter, which are practicable with reference to the speed and scope of 
slaughtering operations and humane with reference to other existing methods 
and current scientific knowledge. It establishes as a policy of the United States 
that livestock slaughter and related handling shall be carried out only by humane 
methods. It authorizes establishment of a 12-member advisory committee (a) 
to make recommendations on research and on methods of slaughter and handling 
for each species of livestock, and (6) to obtain cooperation of the public, pro- 
ducers, farm organizations, industry groups, humane associations, and Federal 
and State agencies in the furtherance of research and the adoption of improved 
methods. 
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The Secretary is directed to designate on or before March 1, 1959, and at such 
times thereafter as he deems advisable, methods of slaughter and handling with 
respect to each species of livestock. After June 30, 1960, no agency or in- 
strumentality of the United States shall contract for or procure, except as 
modified by the President in a declared emergency, any livestock products pro- 
duced or processed by any slaughterer or processor which in its own or any 
affiliated plants slaughters, or handles for slaughter, livestock by any methods 
not designated and approved by the Secretary. Designations by the Secretary 
subsequent to March 1, 1959, shall become effective 180 days after their publica- 
tion in the Federal Register. 

The advisory committee has been appointed by the Secretary, and has recom- 
mended the steps to be taken to meet those requirements of the law which must 
be met by March 1, 1959. The committee has endorsed preliminary studies 
which have been undertaken by the Department on methods of slaughter now 
in common practice and has recommended the speeding of studies that would 
advance knowledge and improve methods of stunning and anesthetizing live- 
stock prior to slaughter. The committee also agreed that a long-range, basic 
research program should be undertaken to establish criteria for measuring pain 
and insensibility in livestock. 

A number of methods for humane slaughter have been advocated by various 
persons and organizations in the past, such as use of carbon dioxide for hogs 
prior to shackling and sticking, electrical stunning, use of the captive bolt pistol, 
and so forth. There is need to evaluate these methods of slaughter from the 
standpoint of humaneness and practicality. Since it is difficult to analyze and 
compare the degree of pain induced by various slaughter methods, there is no 
easy guide as to what is humane for animals. For example, some experiments 
have shown that animals appearing to be unconscious may be merely paralyzed 
and still conscious of pain. Research is urgently needed to develop suitable 
methods for rendering animals and poultry actually unconscious prior to 
slaughter. 

Only limited studies have been made of methods of slaughtering meat animals. 
In this country, for the most part, they have been conducted chiefly by packers 
and dealers in packing: house equipment. 

Plan of work.—Present methods for restraining and slaughtering livestock 
would be studied and evaluated as to being both humane and practicable. Com- 
parative studies would be made of the use of various stunning measures, includ- 
ing electrical stunning. Anatomical studies would be undertaken with respect 
to the placing of the blow designed for stunning and the optimum direction and 
force of the blow to produce insensibility. Preliminary studies of the uses of 
gases and tranquilizers would be undertaken. The use of various methods of 
different age groups and species of slaughter animals would be studied. 

The research would involve travel to various points in this country and in 
Europe to observe methods of slaughter which might comply with the policy 
stated in the act. Some of the research would be conducted through research 
contracts. 

It would be necessary to provide suitable facilities for certain of the studies. 
These could be provided by altering. the present meat laboratory at Beltsville, 
Md. The cost is estimated at $35,000; the alterations should be completed as 
soon as possible to facilitate the work. 

In the 1960 budget estimates, an increase of $250,000 is requested to carry on 
this research work. 

2. Authorization to transfer not to exceed $8,396,110 from the appropriation 
for “Conservation reserve program,” fiscal year 1959, to finance that part of 
the increased salary and related costs resulting from Public Law 85—462 which 
cannot be absorbed within this appropriation. 

A distribution by subappropriations of the amount to be authorized for 
transfer follows: 





| Appropria- | Transfer au- 
tion 1959 thorization 
re juested 





Salaries and expenses: 





Research... sn heeiiaaletiata lites dite: icachin te talate G bhadiantis einen Bicone isin sree | $59, 044, 890 | $4, 074, 110 
Plant and animal disease and pest control. _..................--. | 50, 632,000 | 2, 423, 000 
I IRITAGD . .. idan cildtinthie obs sdent aia nbn oasbGgeion ban ’ | 19,076,000 | 1, 899, 000 





Total, salaries andexpenses 128, 752, 890 8, 396, 110 
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Need for transfer authority.—Transfer authority of $8,396,110 is requested to 
meet the pay act costs under this appropriation. Total pay act costs are esti- 
mated at $8,896,110, of which $500,000 can be absorbed. Further absorption 
cannot be made in view of the necessity for meeting substantial increased 
operating costs, the many urgent needs for new or expanded research, the need 
for meeting emergency situations arising from the the existence of plant and 
animal diseases and pests, and the increasing workload relating to the enforce- 
ment of laws pertaining to meat inspection, plant and animal quarantines, and 
other regulatory activities, 

Important ARS programs have already been reduced in effectiveness since 
the beginning of fiscal year 1959 by the necessity to absorb increased costs 
approximating $3 million annually. Estimates of such increased costs are as 
follows: 


{1) Increases in wage board rates to over 1,700 full-time employees. $450, 000 
(2) Increased costs due to converting GS employees to wage board__ 70, 000 
(3) Increased salary costs due to Civil Service Commission action 

under sec. 803 of Classification Act, as amended, raising chem- 

ists and engineers to top step in grade___._---_-__--_______ 400, 000 
(4) Absorption of balance of annual cost of Government's contribution 

to retirement fund (1958 appropriation provided funds to meet 

cost for only 25 of the 26.1 pay periods) ~..._______________ 166, 000 
(5) Higher operating costs, based on USDA index of prices paid by 

farmers for production items such as machinery, supplies, fer- 

tilizer, etc., increasing from 260 on November 15, 1957 to 272 

on November 15, 1958, or 4.6 percent and a total of over $33 

million for objects 02 through 09 for 1959 (exclusive of $3 mil- 


lion: for fee: basis veterinarians) 200.22 al. on enue 1, 518, 000 
(6) Amount by which additional appropriations for 1959 failed to 
cover additional research work directed by Congress._._._...... 252,500 


(7) Cost of staffing National Seed Storage Laboratory on an annual 
basis (funds provided for this purpose were eliminated by 
establishing a budget reserve of $100,000 in fiscal year 1958 
when the laboratory was under construction) .-----_-------__ 50,000 
(8) Cost of servicing overseas research with foreign currencies de- 
rived from Public Law 480 programs from the appropriation 
“Reeties end empontek” ARBs we ik ce 100, 600 


clea ipa ah ode err eel ed aed a ciclo ntenclt ahi aidp anime inieniemen 3, 006, 500 


The absorption of any further amounts would seriously impair program 
operations. As evidenced by congressional increases in 1959 appropriations, and 
by the proposed activities set forth in the 1960 budget estimates, it is not 
practicable to curtail the research, control, and meat inspection programs of 
the Service. 


RESEARCH ON HUMANE SLAUGHTER METHODS 


Mr. Tuomas. What will you do with the $100,000 ? 

Dr. Suaw. The $100,000, Mr. Chairman, is for research on the hu- 
mane slaughter of livestock. 

Mr. Tuomas. May I read this paragraph into the record ¢ 

It tells it pretty well. [Reading:] 


As a result of legislation enacted since submission of the fiscal year 1959 
budget to Congress, additional funds are needed for fiscal year 1959 as follows: 

(1) One-hundred thousand dollars recommended to be appropriated to carry 
out those provisions of Public Law 85-765, approved August 27, 1958, which di- 
rects the Secretary to conduct research to develop and determine methods of 
slaughtering livestock which are practicable with reference to the speed and 
scope of slaughtering operations and humane with reference to other existing 
methods and current scientific knowledge. After June 30, 1960, no agency or 
instrumentality of the United States shall contract for or procure, except as 
modified by the President in a declared emergency, any livestock products pro- 
duced or processed by any slaughterer or processor which in its own or any 
affiliated plants slaughters, or handles for slaughter, livestock by any methods 
not designated and approved by the Secretary. 
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That is it in a nutshell, is it not? 

Dr. Suaw. Yes, sir. 

Mr. Tuomas. How do you arrive. at the figure of $100,000, gentle- 
men ¢ 

Dr. Suaw. We have research that has been recommended to us and 
discussed with an advisory committee that was authorized to be set 
up under the act on determining methods that would be humane, not 
painful to the animals. 

Mr. Tuomas. This is really research. This does not call for any 
outlay of any construction money, does it ? 

Dr. Suaw. The construction requested, $35,000 of the tota] amount, 
is to remodel] a building at Beltsville in our Meats Laboratory in order 
to bring in gas chambers and other things that will be involved in 
handling these animals. 

Mr. Tuomas. That $35,000 is part of your research program. That 
is incidental to the construction part of it? 

Dr. Suaw. Yes. 

Mr. Tuomas. What do you contemplate will be the end result of 
this expenditure of $100,000, of which $35,000 is to remodel the Meat 
Laboratory ¢ 

Dr. SHaw. We hope to develop new and improved methods for the 
slaughter of livestock that will be practical for the packers to operate 
and at the same time will meet the humane requirements. 

Mr. Tuomas. Did the packers ask for this, or who asked for it ? 

Dr. Suaw. There were many people who proposed the legislation 
before Congress. It was actually opposed by the packers and opposed 
by the Department of Agriculture as an item for bringing the Federal 
Government into regulating this work. 

Mr. Tuomas. Gentlemen, this is a matter of policy. Do you not 
think we had better pass this over to your regular committee? This 
is not properly a deficiency item, is it? The committee never passed 
on it. 

Mr. Tromas. Would it delay you very much to send it down and 
let those people pass on it ? 

Dr. Suaw. We are going to be before the other committee on 
Wednesday of this week. 

Mr. Tuomas. Would that not suit you better, then ? 

Dr. Suaw. It would be quite agreeable to us for the Agricultural 
Subcommittee to handle this supplemental estimate. 

Mr. Tuomas. If we were to cut this half in two, and you found out 
there was not enough, you would feel bad, and we would, too. 


PAY ACT COSTS 


Mr. Tuomas. How much money is involved in this transfer of funds? 

Dr. Suaw. $8,396,110. 

Mr. Tuomas. To finance that part of the increased salary and re- 
lated costs resulting from public law. How many employees are in- 
volved in it and how much have you absorbed ? 

Dr. SHaw. We have 16,785 employees and we have absorbed $500,000 
of the Pay Act cost. In addition, we have absorbed another $3 million 
of other costs within the appropriation. 
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Mr. Tuomas. What was the total cost? You absorbed $500,000 out 
of the $8.8 million ? 

Dr. Suaw. The total cost was $8,896,110. 

Mr. Tuomas. You absorbed 6 percent ¢ 

Dr. Suaw. Approximately. We have had additional absorptions 
of around $3 aiien, including about $520,000 in increased Wage 
Board costs. 

Mr. Tuomas. How many unfilled jobs do you have on your payroll, 
appropriated jobs, as of January 1 of this year? 

Mr. STEPHENS. On the average, about 1,200 vacancies. 

Mr. Tuomas. Out of 16,000 jobs? 

Mr. SterHens. That occur through the process of turnover. In our 
budget schedules we deduct as lapses the savings that accrue from delay 
in élling those positions, so our budget schedule shows a deduction 
of about 614 million in arriving at our total fund requirements. 

Mr. Tuomas. There are no unfilled jobs to absorb any part of this 
cost ? 

Mr. SterHens. Not without curtailing program. 

Mr. Tuomas. Even though you do not fill these jobs, you do not 
Save any money ‘ 

Mr. Sreruens. If you do not fill the jobs, yes, sir, you would save 
money, but if you do not fill the jobs; the program work does not get 
done. 

Mr. Tuomas. You have 1,200 unfilled jobs now? 

Mr. SterHens. On the average. 

Mr. Tuomas. Suppose you were not to fill those 1,200 or ey of 
them, say 400 of them, for another 4 months, where would you be? 

Mr. Sreruens. If we left every one unfilled for the last quarter of 
the year 

Mr. Tuomas. You are going to fill two-thirds of them now. Sup- 
pose you fill one-third. 

Mr. Sreruens. If we left one-third unfilled, we would save approxi- 
mately $300,000 for the last quarter of the year. 

Mr. Tuomas. How much money are you looking for here by trans- 
fer? 

Dr. Suaw. $8,396,000. 

Mr. Tuomas. It would not help you much, would it? 

Mr. Stevens. No, sir. Two-thirds of the year has gone by and 
we have incurred these pay costs for that period. 
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EXTENSION SERVICE 
WITNESSES 


Cc. M. FERGUSON, ADMINISTRATOR, EXTENSION SERVICE 

L. M. SCHRUBEN, ASSISTANT ADMINISTRATOR, EXTENSION SERV- 
ICE 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


CoopERATIVE ExtrenstoN Work, PAYMENTS, AND EXPENSES 


Program and financing 





|1959 presently| 1959 revised | 1959 increase 






































available estimate | (+) or de- 
| | crease (—) 
| 
Program by activities: 
1. Payments to States, Hawaii, Alaska, and Puerto Rico: | 
(a) Payments for cooperative agricultural extension | | 
work under Smith-Lever Act.......-...------ | $52,220,000 | $51, 994, 600 — $225, 400 
(6) Payments and contracts under the Agricultural 
PT i 2 n i i diduakaohinowetle | 1, 495, 000 | 1408 OOO: Fan ti bidesen es 
2. Retirement costs for extension agents_...._..........--- } 5, 479, 375 D, EO Acie ro naicralaieten 
Be OT FI a lsd pbhichiciettedddalsewecnvnstcesccocasen 1, 868, 480 2, 491, 307 +-622, 827 
4. Federal Extension:;Serviee.............................. 2, , 096, 540 | 4% 258, 795 -+-162, 255 
ean ce se ol | "63, 159,395 | 63,719,077 +559, 682 
Financing: New obligational authority. -................-..-.- 63, 159, 395 | 6 3, 719, 077 +559, 682 
New obligational authority: 
I a a eee 63,159,395 | 63,150,305 |........--.... 
Transfer from “Conservation reserve program,”’ soil bank 
program, Agriculture - bikdanh aeons jnnpltaidias nvahoh/eirde Stall leant cecdoceabsicie ceils oi 559, 682 | +559, 682 
{ | 
Object classification 
|1959 presently; 1959 revised | 1959 increase 
available estimate (+-) or de- 
crease (—) 
= a nN seen a — ee _— aeenenwant SS 
Total number of permanent positions. annie aciaemetnle 248 ORF 5 cdacwe 
Full-time equivalent of all other positions.........~-- Paicabied 1 ition ckaisietisedaenaocie 
Average number of all employees. - - .-- ; SSCP SE 240 239 —1 
Number of employees at end of year..--- a ; | 242 240 —2 
01 Personal services: | | 
Permanent positions_- mein on eaene casetgetieecarael $1, 580,228 | $1,729, 331 +$149, 103 
Positions other than permane * A kestl 709 782 +73 
Other personal services-.... ne pwdebaeemcieban asc 11, 755 12,787 | +1, 032 
Total personal services..__-- § eas aialiniieinicinee pict | 1,592,692 1, 742, 900 | +150, 208 
02 Travel.... okbeiwbawineah sonded coat 218, 100 | EE But penn atin 
03 Transportation of things. - Sel tee a aah aa eal 26, 900 | SA Backed d-ckiceak 
04 Communication services- ---. 26, 600 - 9} ee ae 
Penalty mail] for cooperative “extension agents and | 
State extension directors. dice tnaieebeet aniaal 1, 868, 480 2, 491, 307 +622, 827 
05 Rents and utility services._.-._- Sweesecesoaue 1,700 | 5, WO lens ccnccenonee 
G6. Printing ad TOMTOM aa eine svc stnnensesvcccccscces 64, 511 65, 000 +489 
GT CORRET GURETOOEIEE BOT ENN. < oc cccccccccccecscecccccceseccs 222, 472 | 222, 935 +463 
Services performed by other agencies...............--.- 26, 169 | 27, 500 +1, 331 
ie EC eee ee ee ee eee 13, 600 | BU Listntienccannannll 
Oe Ni a cic nmcn narnia ples cet bea eden | 11, 000 | SEIGGO Teiccvdasetozan 
ll Grants, subsidies, and contributions...___._.....--------- 5, 582,171 | 5, 591, 935 | +9, 764 
Payments to States, Hawaii, and Puerto Rico......-.| 53, 503, 500 53, 278, 100 | — 225, 400 
13 Refunds, awards, and i irnasenicecanes — 600 | Oe fb ncnwsaninemtan 
Se Ter ee ns eulcbueniswananeme 900 | WA Since naceaneitem 


i a at | 63,159,395 | 63, 719,077 | +559, 682 
| | 
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Mr. THomas. We have here with us our friends Mr. Ferguson and 
Mr. Grant. The first item is Extension Service. Will you proceed, 
Mr. Ferguson ? 

Mr. Frrauson. Mr. Chairman and members of the committee, [ 
appreciate the SRPOr ayy of appearing before this committee to 
discuss with you the supplemental estimates for postal costs and pay 
act costs for fiscal year 1959 for the Extension Service. 

The Extension Service program is a cooperative undertaking be- 
tween the United States Department of Agriculture, the State land- 
grant colleges and county governments. It was inaugurated in 1914 
when Congress passed the Smith-Lever Act. Subsequently the States 
accepted the provisions of the act by State legislation. This act pro- 
vides the basis for the land-grant colleges to carry out certain edu- 
cational programs on behalf of the Department of Agriculture 
through the Cooperative Extension Service whose function is to con- 
duct educational programs in agriculture, home economics, and sub- 
jects relating thereto for people who are not enrolled in these colleges. 

The Federal Extension Service, representing the Department of 
Agriculture, administers this nationwide system of extension work 
through the land-grant colleges and universities. As the educational 
arm of the Department of Agriculture it provides national leadership 
in and coordination of an up-to-date, progressive, and productive edu- 
cational program. This close working partnership insures the inclu- 
sion in State extension programs of subjejct matter arising from the 
research done by the agencies of the Department of Agriculture and 
from other sources including that coming from experiment stations in 
other States and from commercial laboratories. It also insures the 
inclusion of information dealing with Government programs bearing 
on agricultural production, marketing, in home economics and in 
many off-farm influences which affect the daily lives of farm families. 

The Extension Service in each State is responsible for carrying out 
the educational work which has been mutually agreed upon with the 
United States Department of Agriculture for that particular State. 
To do this the States cooperating with county governments employ 
county extension agents qualified and trained to assist local people 
in making accurate interpretations and practical applications of re- 
search results in fields relating to both agriculture and home eco- 
nomics. These county programs conducted by county agents, home 
agents and 4-H Club agents are based on the careful analysis of the 
needs by local people. They are supported by technical help and ad- 
vice from the specialists based at the land-grant colleges. They are 
designed to help people to help themselves, by giving them all the 
available facts upon which sound decisions can be made. These pro- 

grams utilize every modern means of communication from a confer- 
ence across the feed lot fence to home visits, circular letters, meetings, 
tours, news stories, radio, and television. 
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To facilitate this work and to otherwise carry out the responsibilities 

of the Department as defined in the Smith-Lever law, extension agents 
are authorized to use the penalty mailing privilege in conducting the 
official business of the Department of Agricultur e, 

On August 15, 1953, Public Law 83 986, and on July 14, 1956, Pub- 
lie Law 84~705, ‘provided that the Post Office Department should be 
reimbursed out of appropriations made to each of the agencies to 
cover the cost of the mailings of these agencies. 

The $1,868,480 appropriated under this head for fiscal year 1959 was 
to cover the costs of penalty mailing of State extension directors and 
cooper ative ex‘ension agents based on postal rates in effect at that 
time. The present supplemental estimate provides funds to cover the 
increased cost of post ize pursuant to the Postal Rate Increase Act 
of 1958, Public Law 85- “45 26, which increased the cost of penalty mail 
by. approximately one-third. The additional cost concerned is that 
arising exclusively from the increase in postal rates. It cannot be 
absorbed without a transfer of funds. The additional amount of 
$622,827 required will ke derived from transfer from other fiscal year 
1959 funds available to the Department of Agriculture ($559,682 from 
“Conservation reserve program, soil bank payments, Agriculture,” and 
$63,145 from “Payments to States, Hawaii, Alaska, and Puerto Rico”). 

Additional funds are also requested to provide for partial financing 
of the increased salary and related costs resulting from the 1958 Pay 
Act. Increased costs of operation incident to administer’ ing the exten- 
sion programs for the past several years have been largely absorbed 
by the Federal Extension Service without appropriation increases to 
meet these costs. Any further absorpt’vn will result in serious cur- 

tailments and reductions of services rendered to the States at a time 
when the requests for help far exceeded the personnel available to 
provide it. Additional funds in the amount of $162,255 required for 
meeting the costs resulting from the 1958 Pay Act, would be derived 
by transfer from the item “Payments to States, Hawaii, Alaska, and 
Puerto Rico” for fiscal year 1959 to the item “Federal Extension 
Service.” This amount is available primarily because of Puerto Rico’s 
inability to fully match Federal funds as provided by the Smith-Lever 
law and this transfer will not affect allocations to the States and 
Hawaii in 1959. 

Mr. THomas. You want $785,082 by transfer from other funds 
available to the Department, is that correct ? 

Mr. Frercuson. That is correct. 

Mr. Tuomas. We will place in the record pages 1 through 3 of the 
justifications, 
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(The material referred to follows :) 
EXTENSION SERVICE 
(H. Doe. 58) 


Cooperative extension work, payments, and expenses 


Request, by transfer from other funds available to the Department $785, O82 
Nee ae tole eee be dba edctonenk 63, 159, 295 
RS cI i case wcrc minibh 50, 083, 953 
Enemeures £0 Jan. 31, 1050.........._........... cnt initwaenncgmin!. Sik CLLSREE 
Budget estimate next fiscal year 








LES ka eehans ie Sitesi Anns vn pense tagsn| 
Employment: 
Average number current appropriation____________ a 239 
Average number involved this estimate_______________________ 0 
Actual employment Jan. 31, 1959 picnics tie alas aad 227 


mat 
PROPOSED LANGUAGE 


“For an additional amount for ‘Cooperative extension work, payments and 
expenses’, for ‘Penalty mail’, $559,682, to be derived by transfer from the ap- 
propriation for ‘Conservation reserve program’, fiscal year 1959: Provided, That 
of the amount made available under this head in the Department of Agriculture 
and Farm Credit Administration Appropriation Act, 1959, for ‘Payments to 
States, Hawaii, Alaska, and Puerto Rico’, $63,145 shall be transferred to the 
subappropriation for ‘Penalty mail’, and $162,255 shall be transferred to the 


A 9 


subappropriation for “Federal extension service.” 


EXPLANATION OF LANGUAGE 


For an additional amount for fiscal year 1959 for “Cooperative extension work, 
payments, and expenses,” for “Penalty mail,’’ $692,827, and for ‘Federal Exten- 
sion Service,” $162,255, for pay act costs to be derived by transfer from other 
funds available to the Department of Agriculture. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Activities under this appropriation.—Cooperative agricultural extension work 
was established by the act of May 8, 1914, as amended by the act of June 26, 
1953 (7 U.S.C. 341-348), and the act of August 11, 1955 (7 U.S.C. 347a). The 
legislation authorizes the Department of Agriculture to give, through the land- 
grant colleges, instruction and practical demonstrations in agriculture and home 
economics and related subjects and to encourage the application of such infor- 
mation by means of demonstrations, publications, and otherwise to persons not 
attending or resident in the colleges. 

Cooperative agricultural extension work is carried on by incorporating research 
results, technological advancements, and situation and program facts of the 
Department of Agriculture and the agricultural colleges and experiment stations 
into a national educational program. State and county extension work is 
financed from Federal, State, county, and local sources. These funds are used 
within the States for the employment of county agents, home demonstration 
agents, 4-H Club agents, State specialists, and others who conduct the joint 
educational programs adapted to local problems and conditions. 

Need for supplemental funds.—The additional request of $785,082 reflects an 
increase of $622,827 for additional postal costs and $162,255 for additional Pay 


Act costs, due to legislation passed since the 1959 budget estimates were submitted 
to Congress, as follows: 


Penalty mail, increased postal costs 


The subappropriation item “Penalty mail” was established to provide for pay- 
ment to the Post Office Department for the cost of penalty mailings of extension 
agents and State extension directors. The $1,868,480 appropriated under this 
head for fiscal year 1959 was to cover the cost of penalty mailings of State exten- 
sion directors and cooperative extension agents, based on postal costs in effect 
at that time. The present supplemental estimate provides funds to cover the 
cost of increased postage rates pursuant to the Postal Rate Increase Act, 1958 
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(72 Stat. 138), which increased the cost of penalty mailings by approximately 
one-third. The additional cost concerned is that arising exclusively from the 
increase in postal rates and cannot be absorbed without a transfer of funds. 
The additional amount of $622,827 required will be derived by transfer from other 
fiscal year 1959 funds available to the Department of Agriculture ($559,682 from 
“Conservation reserve program, soil-bank programs, Agriculture,” and $63,145 
from “Payments to States, Hawaii, Alaska, and Puerto Rico”). 


Federal Extension Service, increased pay act costs 


This estimate of $162,255 provides additional funds for partial financing of 
the increased salary and related costs resulting from the 1958 Pay Act (Public 
Law 85-462). The amount was determined by computing the pay increase and 
contribution to the retirement funds for employees in pay status on July 1, 1958, 
allowing for normal turnover. Insurance costs were computed for those em- 
ployees who actually received an increase in insurance. 

Increased costs incident to administering the cooperative extension service 
program for the past several years have been largely absorbed by this agency 
without an increase in the appropriation. Any further absorption will not permit 
this agency to carry out the program which is required by the Department and 
the States. The additional amount of $162,255 required would be derived by 
transfer from “Payments to States, Hawaii, Alaska, and Puerto Rico” for fiscal 
year 1959. 

The $225,400 proposed for transfer under the subappropriation item “Payments 


haha? 
to States, Hawaii, Alaska, and Puerto Rico” results primarily from Puerto Rico’s 
failure to certify a portion of the prescribed amount of matching funds as required 
by the Smith-Lever Act, and would not reduce the funds available to other States 
and Territories for fiscal year 1959. It is not anticipated that this will recur in 


fiscal year 1960. 

Mr. Frercuson. The two items we have here, which total $785,082, 
are: First, $622,827 for increased costs of penalty mail. 

Mr. Toomas. How many items do youhave? Isit three? 

Mr. Fercuson. Two. 

Mr. Tuomas. One is “No cash,” two is “All transfers,” three is 
“Pay act,” and three and one-half is “Penalty mail.” That is from 
my notes. 

Mr. Frerauson. Yes. 

Mr. Tuomas. Most important is“‘No cash.” 

Mr. Frereuson. This item of $622,827 comes about by virtue of the 
Postal Rate Increase Act passed last year. This is to cover the in- 
creased cost of penalty mail for both State extension directors and 
county extension officers. 

The other item of $162,255 is to cover increased cost of our own staff 
due to the pay act. 

Mr. Tuomas. This item is made up of two parts, penalty mail and 
pay act. How much was your entire pay act ? 

Mr. Fercuson. The entire pay act, the increase was $174,039. 

Mr. Tuomas. You did not absorb any. What was your penalty 
mail? 

Mr. Ferauson. $622,827. 

Mr. Tuomas. Why is your penalty mail so much heavier than your 
pay act increase? 

Mr. Fercuson. Under our cooperative arrangement with the States, 
the Federal Government provided the State extension services with 
the right to use the penalty mail. This is done in order that the States 
may carry out the function of the Department of Agriculture in the 
extension program. Most of this is used for the payment of mailings 
from the State extension offices and from county extension offices. 

Mr. Tuomas. It is a matter you cannot control since Congress gave 
them that right? 
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Mr. Fercuson. That is right. 

Mr. Tuomas. Did I understand you to say you did absorb $12,000 
of your pay act increase ? 

Mr. Fercuson. Yes, sir. 

Mr. Tuomas. You had about $174,000 original pay act increase? 
Is this the only item you have under “Extension Service?” 

Mr. Fercuson. Yes, sir. 

Mr. Triomas. Are there any questions? 

Mr. Jensen. Your pay act increase would cost how much? 

Mr. Frercuson. $162,255. 

Mr. JensEN. How many employees do you have in your agency 
now ? 

Mr. Ferauson. We have at the moment about 230 or 232. I think 
at the time this report was made there were 227. 

Mr. JensEN. In the regular bill what are your requests for per- 
sonnel ? 

Mr. Ferauson. The request for personnel in the regular bill ? 

Mr. Jensen. That is right. Are you asking for more employees 
or fewer? 

Mr. Fercuson. Actually we are asking for two less than we had last 
year. 

Mr. JensEN. You are absorbing $13,000 of the additional pay act; 
is that right ? 

Mr. Frercuson. That is right. 

Mr. Jensen. That is all, Mr. Chairman. 

Mr. Tuomas. Mr. Jonas. 

Mr. Jonas. Does not the increase in mail cost alone amount to 
$62 99 827 2 

Mr. Fercuson. Yes. 

Mr. Jonas. Is that the 1-cent increase ? 

Mr. Grant. It is an increase of approximately one-third. 

Mr. Jonas. What isthe total mail bill? Is it three times that? 

Mr. Scurvsen. It is $1,868,480. 

Mr. Jonas. Have you made an effort to cut down on the material 
local and State offices mail out to people who do not even ask for it? 

Mr. Ferauson. Yes, we have. 

Mr. Jonas. I can tell you there is a tremendous amount being mailed 
out. I believe that mail bill of $1,800,000 could be substantially re- 
duced. 

Mr. Ferovuson. We continually work at that. I think we have 
made considerable progress in it. This is a new arrangement since 
the passage of the act of 1953 and the act of 1956, at which time we 
started to reimburse the Post Office Department. At that time we 
made a very careful survey with the States and have worked with 
them very closely since to keep these mailings down. 
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AGRICULTURAL CONSERVATION ProGRAM SERVICE 


WITNESSES 


PAUL M. KOGER, ADMINISTRATOR, AGRICULTURAL CONSERVA- 
TION PROGRAM SERVICE 

ROBERT P. BEACH, ASSISTANT DEPUTY ADMINISTRATOR, OPERA- 
TIONS, COMMODITY STABILIZATION SERVICE 

D. J. SCRUGGS, DIRECTOR, BUDGET DIVISION, COMMODITY STABILI- 


ZATION SERVICE 
CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 


DEPARTMENT OF AGRICULTURE 


Program and financing 








< i ! | 
1959 presently} 1959 revised | 1959 increase 
available | estimate (+) or de- 
| | crease (—) 
| | 





Program by activities: 
Direct obligations: | 

1. Cost-sharing assistance to farmers. --..--.-.--..- Ja $212, 500,000 | $212, 500,000 }............. 

2. Repayment of loans from Commodity Credit Cor- 
poration io = pigaainiaiee ; 


| 
22,501,619 | 22,501,619 





















Supplemental required for pay increase. -.--..--.---.----- {—410. 860] |........ vee. (+410, 860} 
Supplemental required for revised postal rates. .-....-.--- {—184, 090} }........-...- [+ 184, 090} 
REE EG CRIED. noc nenmsnacedacsscnsensaienscses |} 235,001,619 | 235,001,619 (+594, 950] 
Obligations from amounts advanced by Commodity | | 
Credit Corporation: | 
Cost-sharing assistance to farmers.........--.-...---.-- 37, 500, 000 SF OS teint we 
Reimbursable obligations: | 
Cost-sharing assistance to farmers_._..........---- | 444, 000 | 8) a 
IID 2 ac ndecedieembenkh deh wlchis | 272, 945, 619 | 272,945, 619 [+-594, 950) 
Financing: | 
Unobligated balance brought forward.................-...- —1,619 | null, CID 2. .cccbtbsmes 
Advances and reimbursements from— | 
Commodity Credit Corporation (loan) -_-... ..------| —37, 500,000 | —37, 500,000 |............. 
OGG BOSONS. . .c ccuccubedséiteshd bed — 100, 000 | a ee ee 
Waa Get GHIOND, . «cin dca ecerte eens che Petnesox —344, 000 | meNE, COE Licuckeueasaee 
Appropriation (new obligational authority)...-..-.-- | 235,000,000 | 235,000, 000 | [+-594, 950} 








Norte.— Reimbursements from non-Federal sources above are from proceeds of sale of aerial photographs 
7 U.8.C, 1387). 
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Object classification 


| | 
11959 presently) | 1959 revised | 1959 increase 
| =¢+i 
| available estimate (+) or de- 
| crease (~) 


: | | 
AGRICUETURAL CONSERVATION PROGRAM SERVICE 


Total number of permanent positions. - wed | 


= coed 70 70 | 
Full-time equivalent of all other positions _- 7 . 1 | 
Average number of all employees j 

ith ns 7 71 | 


l 
\verage number of all employees. - -------- -| 65 65 | 
Number of employees at end of year --| l 
j 


Direct obligations: 
01 Personal services: 





| 
Permanent positions__-__- | 424, 547 454, 262 
Positions other than permanent__. . 2, 860 . 2, 860 +28, 715 
Other personal services........._. 1, 764 | 1, 764 | g 
| 
Total personal services... 429,171 | 458, 886 | +29, 715 
02 Travel_. Sebndas . bite 43, 510 | ee 1.3.0 
06 Tr ransportation of things_- a EERE ara 1, 200 | 1, 200 
04 Communication services-.--- LRELAEG eet ckaswckoon 6, 900 | 6, 900 2 
06 Printing and reproduction __------ dl een 8, 000 | 6,000 7.....-...... 
07 Other contractual services: | 
Advances to “ Administrative expenses, sec a8, 
Agricultural Adjustment Act of 1938”’ @ Uv. ot 
See ea ee eae at 21, 520 | 23, 655 | +2, 135 
Services performed by other age ncies_._ = 1, 347 | t, 441 | +94 
08 Supplies and materials_.._.........---. ? see 3, 000 | 3,000 | : 
eee : a | 2, 000 | 2,000 |_._. 
11 Grants, subsidies, and contributions__ 27, 902 | 29, 833 | +1, 931 
Cost-sharing assistance_ is wwe ‘ 208, 625, 604 TOR GE, Gee hc cocsoncshncuil 
15 Taxes and assessments.____.__- >) 200 | eeoaennielae 
Total direct obligations._......_.-.- : 209, 173, 444 | 209, 207,319 | +-33, 875 
Reimbursable obligations: | 
11 Grants, subsidies and contributions 37,944,000 | 37, 944, 000 | 
Total, Agricultural Conservation Program Service..| 247, 117, 444 247, 151, 319 +-33, 875 


Mr. THomas. 
Service. 

Do you have a prepared statement, Mr. Koger 

Mr. Koger. Yes, sir; I havea brief statement. 

Mr. Chairman and members of the committee, it is a pleasure to 
appear before you to discuss the supplemental budget request of the 
Agricultural Conservation Program Service. No increase in total 
appropriation is necessary. However, an increase of $594,950 in 
administrative expense limitation is required to meet the part of the 
costs of the Federal employees salary increase of 1958 and the costs 
of revised postal rates pursuant to Public Law 85-426. This increase 
in limitation will authorize more of the funds appropriated last year 
for the 1958 program to be used for administrative expenses and less 
than originally planned for cost-sharing assistance to farmers. How- 
ever, since all of the cost-sharing funds originally authorized were not 
sarned under the 1958 program, this change will not require State 
allocations to be reduced. The 1958 program was completed Decem- 
ber 31, 1958, and preliminary reports available to us with respect to the 
amount of 1958 program funds used, indicate underearnings will be in 
excess of $594,950, the amount of increase in 
requested. 

The agricultural conservation program is designed to (1) restore 
and improve soil fertility, (2) reduce erosion caused by 
water, and (3) conserve water on land. To achieve these objectives, 
the Agricultural Conservation Program Service offers cost-sharing 
assistance to individual farmers and ranchers in all of the 49 States, 


Next is the Agricultural Conservation Program 
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Hawaii, Puerto Rico, and the Virgin Islands for carrying out 
approved soil-building and soil- and water-conserving practices on 
their farms. This assistance represents only a part of the cost of 
performing the practice. The Ruin bears the balance of the cost 
and in addition supplies the labor necessary to carry out the practices. 

In order to administer this program in the field, State, county, and 
community committeemen work directly with farmers in utilizing 
program assistance in an effort to get the greatest volume of conser- 
vation performed on the land by the farmers themselves. 

When the Federal Employees Salary Increase Act of 1958 was 

wits - : ; 
passed, National and State employees of the Agricultural Conserva- 
tion Program Service, Commodity Stabilization Service and Forest 
Service, involved in the administration of the program were auto- 
matically entitled to the increased pay amounting to a total of 
$475,725. However, following the President’s directive on reducing 
yersonal services, and due to other economies, we have been able to 
absorb $64,865 of this amount. If this increase in limitation is not 
allowed the level of work in these offices would have to be reduced 
below the level currently authorized. We are constantly directing 
our efforts toward more economical administration, and we believe 
that employment levels and other operating costs are now at the 
lowest point consistent with efficient and effective operation. 

The increase in limitation of $184,090 due to revised postal rates 
is based on actual costs of acquisitions for 1958 plus an increase of 
331% percent. This figure does not represent. any increase in volume 
of mail for fiscal year 1959, and only reflects the increased cost pro- 
vided by law. 

We shall be glad to assist you with any questions or supply any 
further information which your committee may wish. 

Mr. Tuomas. This proposed provision is to provide $410,860 for 
increased pay costs pursuant to Public Law 85-462 and $184,090 for 
revised postal rates pursuant to Public Law 85-426. This author- 
ization is to increase the administrative expense and transfer limi- 
tations only; no increase in the total appropriation is necessary. You 
say on page 1: 

The limitation under this head in the Department of Agriculture and Farm 
Credit Administration Appropriation Act, 1959, on the amount available for 
administrative expenses, is increased from $24,698,000 to $25,292,950, and the 
limitation thereunder on the maximum amount which shall be transferred to 
the appropriation account for administrative expenses, section 392, Agricultural 
Adjustment Act of 1938, is increased from $5,025,800 to $5,424,200. 

The first item is $410,860 for pay costs and the last item of $184,090 
is postal. We will put pages 1 and 2 in the record at this point. 

(The pages referred to follow :) 


AGRICULTURAL CONSERVATION PROGRAM SERVICE 
(H. Doe. 58) 


Agricultural conservation program, 1959 


Existing Proposed | Revised 











| limitation, increase in limitation, 
1959 limitation 1959 
Administrative expense limitation.................-.-.-......| $24, 698, 000 +$504,950 | $25, 292, 950 


PI a shen w mmeepaireaiunes (5, 025, 800) (+398, 400) (5, 424, 200) 
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PROPOSED LANGUAGE 


“The limitation under this head in the Department of Agriculture and Farm 
Credit Administration Appropriation Act, 1959, on the amount available for ad 
ministrative expenses, is increased from ‘$24,698,000" to ‘$25,292,950’, and the 
limitation thereunder on the maximum amount which shall be transferred to the 
appropriation account for ‘Administrative expenses, section 392, Agricultural 
Adjustment Act of 1938’, is increased from ‘$5,025,800’ to ‘$5,424,200’.” 

EXPLANATION OF LANGUAGE 


This proposed provision is to provide $410,860 for increased pay costs pursuant 
to Public Law 85-462. and $184,090 for revised postal rates pursuant to Publie 
Law 85-426. This authorization is to increase the administrative expense andg 
transfer limitations only; no increase in the total appropriation is necessary, 


PURPOSE AND NEED FOR INCREASE IN LIMITATION 


Activities under this appropriation.—The objectives of this program include 
(1) restoring and improving soil fertility, (2) reducing erosion caused by wind 
and water, and (3) conserving water on land. The Agricultural Conservation 
Program Service offers cost-sharing assistance to individual farmers and ranchers 
in all of the 49 States, Hawaii, Puerto Rico, and the Virgin Islands for carrying 
out approved soil-building and soil- and water-conserving practices on their 
farms. This assistance represents only a part of the cost of performing the 
practice. The farmer bears the balance of the cost and in addition supplies the 
labor necessary to carry out the practice. Allocations are made to States based 
upon conservation needs. 

Cost-sharing assistance is offered only for the practices considered necessary 
to meet the most urgently needed conservation problems of the farm, which 
would not otherwise be carried out to the extent needed. To be eligible for cost- 
sharing the farmer must make application therefor before beginning the 
practice. 

Need for increase in limitation.—The administrative expense limitations ap 
plicable to agricultural conservation program in the Department of Agriculture 
and Farm Credit Administration Appropriation Act, 1959, were based on salary 
scales and postal rates in effect prior to enactment of Public Law 85-426, which 
raised postal rates, and Public Law 85-462, which increased employee salaries. 
An increase of $594.950 in the administrative expense limitation is therefore 
required to provide for the increased costs resulting from enactment of Public 
Law 85-426 and Public Law 85-462. The proposed increase in administrative 
expense limitation will make it possible to absorb the increased costs without the 
apnropriation of additional funds. 

The amount of $410,860 included for pay costs involves approximately 716 
man-years for all agencies concerned, out of which $29,400 is for contributions 
to the retirement fund, Federal Emplovees’ Group Life Insurance Act, and 
Federal Insurance Contributions Act. The increase of $184,090 for revised 
postal rates is based on actual cost of acquisitions for 1958 plus an increase of 
33%, percent. No increase in appropriation is necessary; it is anticipated that 
the iricrease in administrative expenses will be met from program funds not 
used because farmers did not fully earn payments originally authorized under 
the 1958 agricultural conservation program. 


Mr. Tuomas. You say: 


The amount of $410,860 included for pay costs involves approximately 716 

man-years for all agencies concerned, out of which $29,400 is for contributions 
to the retirement fund, Federal Employees Group Life Insurance Act, and Fed- 
eral Insurance Contributions Act. 
How do you keep books like that? The increase of $184,090 for 
postal rates is based on actual cost, which is 3314 percent increase 
over the remaining part of last year. You have commingled three 
different appropriating accounts here. 

Mr. Grant. There is only one account here. This simply states 
that in the case of the agricultural conservation program, which in- 
volves assistance to farmers in carrying out approved conservation 
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ractices, the administrative expenses are limited by the Appropria- 
tion Act to certain specific amounts. 


Pr Mr. Tnomas.I understand that. You have 716 man-years of all 
ind the agencies concerned. 

l to the Mr. Grant. That is right, in carrying out this program. 

ulturat Mr. Tuomas. $29,400 is for contribution to the retirement fund. 


That is a different item from salaries. Federal employees msurance 
roup is a still different item from your retirement fund and a dif- 
ferent item from salaries and Federal insurance contribution is still 





irs 
Public a fourth different item. 
se and Mr. Grant. What we are trying to say there is that of the $410,860, 
sary, a portion is for salary costs, $29,400 is for the increased cost to the 
retirement fund and increased insurance costs arising out of the in- 
creased pay. 
ae When the employees’ pay last year was increased by 10 percent, the 
vation contribution to the retirement fund was increased accordingly. 
acherg The insurance contributions 
rrying Mr. Tuomas. That was not increased. 
an Mr. Grant. The Federal Government contributes a portion of the 
es the cost of the insurance. } 
based Mr. Tuomas. I understand that, but there was no increase in that. 
Mr. Grant. When salaries went up, the insurance coverage also 
whies went up. f ; y 
aah Mr. Tuomas. You have a point. Forty cents a thousand. You 
r the | are right. 
What about the group life insurance? 
ee Mr. Grant. It went up the same way. : 
alary Mr. Tuomas. Ten percent increase, your premium goes up? 
vhich Mr. Grant. Yes, sir. 
Aries, 
fore JOB VACANCIES 
ublic | 
oo Mr. Tuomas. Thank you for the contribution. How many un- 
filled jobs do you have over there as of January 1? 
16 | Mr. Scruacas. We have shown only actual man-years of employment 
— | here and computed this estimate based on actual employees on the 
lead | rolls. We had about six vacancies not included. 
eof | Mr. Tuomas. Will you look at your records and see what you have 
that there? 
not Mr. Scruces. Under ACPS itself we had 65 people on the rolls. 
aor Total number of positions was 70. We had five vacancies. What I 





am saying is that our estimate is based on 

Mr. Tuomas. How many total employees do you have? 

716 | Mr. Scruces. About 716 man-years. We do not employ people 
| under this particular appropriation. This appropriation transfers 


ions 

ion money to administrative expenses section from which employees are 
paid. 

for Mr. Tuomas. This is your big money where you transfer it. Where 

ed is your personnel that administers this fund? Are they charged to 

ree this account? You have 700 of them. 

tes 

in- 

on 


37458—_59——_6 
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Mr. Grant. Let me explain it this way. In carrying out the work 
of these various programs in the field in each State there is an agri- 
cultural stabilization and conservation committee which carries out 
not only this program but numerous other agricultural programs as 
well. The time of the various employees is y distributed among the 
various appropriations according to the work they do for each pro- 
gram. Therefo ore, it is difficult to determine the number of racancies 
at any one time applicable to any one appropriation. They can give 
you information on the number of vacancies there may be in the State 
office, for instance, but they carry on a number of programs and 
activities. 

Mr. Tuomas. How do you arrive at the figure of $410,860 for this 
partofthe program? Isthat your personnel increase ¢ 

Mr. Grant. That is the share applicable to the agricultural con- 
servation program. 

Mr. Tuomas. Can you figure out the share applicable to the program 
where you had vacancies on January1? Can you figure that out? 

Mr. Grant. I believe we would have to figure it and insert it in the 
record. 

Mr. Tuomas. You can come up with a good guess and you can cor- 
rect it later. 

(The information requested follows :) 


Administrative expenses, sec. 392, Agricultural oe istment Act of 1938 




















| Full-time 
1959 | employment, 
budgeted Positions actual, 
man-years | Dec. 21, 1958 
Commodity Stabilization Service__...............--- 3, 084 3, 115 | 2, 831 
Acricultural Conservation Program Service_._.._____- ae 65 | 70 64 
Forest Service - - _.- Piilscineoncindtes ehaghnensisnn ecu | 1 1 j 
NN ee Ot 3, 150 3, 186 2, 895 
— = = = om SS = 
1959 Estimated 
budgeted employment,| Decrease 
man-years | June 30, 1959 | 
, . | A 
Agricultural conservation program ..........-.....--.-..------| 661 | 661 |-- os 
Acreage reserve program. _._..........--. Seeyet es ieled 333 199 —13%4 
All other programs.__. a : ; : 2, 156 | 2, 156 
Total. _-_- i a EN 5 bei | 3, 150 3,016 | —134 


Mr. Beacu. For these State offices we can give you an estimate of 
the total number of vacancies in existence in the State offices and in 
the Washington office as of a given date. The only way we can give 
you an estimate of how many of those vacancies might apply to the 
agricultural conservation program is on a pro rata basis based on time 
spent by these individuals on that work. 

Mr. Tuomas. I understand that is the way you arrived at this figure 
of $410,860. Isthat right? 

Mr. Bracu. We have an actual time record basis for obligating 
funds. 

Mr. Tuomas. You do not have that information on number of va- 
cancies chargeable to a given program on a given date? 
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Mr. Beacu. Not here. Wecan obtain it on the basis of an estimate. 

May [add onemorething? Weare actually in a reduction-in-force 

sition in the State offices. Ifthere are any vacancies, they would be 
in a very specialized field; in all likelihood, we probably have none. 

Mr. Tuomas. These are great programs‘and quite important. You 
say: 

The objectives of this program include (1) restoring and improving soil fer- 
tility, (2) reducing erosion caused by wind and water, and (3) conserving 
water on land. The Agricultural Conservation Program Service offers cost-shar- 
ing assistance to individual farmers and ranchers in all of the 49 States— 


et cetera. 

Are there any questions ¢ 
Mr. Jensen. The Agricultural Conservation Program Service co- 
operates with all of the other agencies in the Department of Agri- 
culture which have to do with the conservation of soil and water; is 
that right? 
Mr. Roi That is right. 

Mr. Jensen. You have a close working relationship with the Soil 
Conservation Service ? 

Mr. Kocrer. Very close. 

Mr. Jensen. Are the differences which years ago existed between the 
Agricultural Conservation Service and the Soil Conservation Service 
pretty well ironed out at the present time? 

Mr. Kocer. We think so. 

Mr. Jensen. You have had that for a number of years. There was 
a time when there was a difference of opinion between those two great 
services, and that has been pretty well resolved for a great many 
years, I believe. Isthata fair statement? 

Mr. Kocrr. Yes, sir; I think so. 

Mr. Jensen. You do have some problems in your Service. I have 
one that has existed out in my district for quite some time in Har- 
rison County, Iowa. You probably are well aware of that. I hope 
that situation can be resolved. I believe it is in the courts at the 
present time. I have not heard that disposition has been made 
on that particular problem, but I regretted very much the situa- 
tion that arose out there. I sincerely hope that it will be resolved 
and will not be detrimental to the duties and responsibilities which 
rest on the shoulders of you folks in authority. 

I do not know whether you are aware of that problem. 

Mr. Kocrer. Congressman, I am not. We will be most glad to look 
into it. 

Mr. JensEN. It is a most distressing situation. Just who was 
at fault I do not believe has been resolved as yet. It was personali- 
ties that crept into that situation, which should never creep into 
this great work. I fear that it was someone who was trying to 
feather his own nest at the expense of his neighbors and the farm- 
ers. 

So I hope that you folks in charge, with the responsibility of this 
good work, will see to it in the future that one person or two per- 
sons should not determine the action of the services which are ren- 
dered to all farmers who participate. 

That is all, Mr. Chairman. 

Mr. Tuomas. Are there any further questions? Thank you very 


much. 
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AGRICULTURAL MARKETING SERVICE 


WITNESSES 


ROY W. LENNARTSON, DEPUTY ADMINISTRATOR, MARKETING 
SERVICES, AGRICULTURAL MARKETING SERVICE 

ARTHUR J. HOLMAAS, DIRECTOR, BUDGET AND FINANCE DIVISION, 
AGRICULTURAL MARKETING SERVICE 

HENRY G. HERRELL, ASSISTANT ADMINISTRATOR FOR MANAGE. 
MENT, AGRICULTURAL MARKETING SERVICE 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


—~ 


MARKETING RESEARCH AND SERVICES 


Program and financing 





Presently Revised 
available, | available, Difference 
1959 1959 
Program by activities 
Direct obligations | 
1. Marketing research and agricultural estimates: 
(a) Marketing research enten $6, 984, 000 $7, 460, 100 +-$476, 100 
(b) Economic and statistical analysis... abel 1, 535, 000 1, 643, 400 +-108, 400 
(c) Crop and livestock estimates ‘ a 5, 676, 000 6, 343, 811 +-667, 811 
Total, marketing research and agricul- 
ERE 14, 195, 000 | 15, 447, 311 +1, 252, 311 
2. Marketing services 
(a) Market news service__-. 7 cu 4, 370, 000 | 4,959, 297 | -+-589, 297 
(6) Inspection, grading, classing, and standard- 
ization ee se aemenaiataaetiie J 13, 925, 800 15, 845, 970 -++-1, 920, 170 
(c) Freight rate services.................-.-....| 175, 800 190, 990 +15, 190 
(d) Regulatory activities____- -| 2, 122, 400 2, 293, 515 | +171, 115 
(e) Administration and coordination of State | 
a al enna 65, 000 70, 195 +5, 195 
Total, marketing services_............_. |} 20, 659, 000 23, 359, 967 +-2, 700, 967 
Total, direct obligations...........____ | 34,854,000 | 38,807,278 +3, 953, 278 
Reimbursable obligations 
2. Marketing services | | 
(6) Inspection, grading, classing, and standard- | | 
CTE conamiell 2, 774, 585 2, 774, 585 . 
re |} 37,628, 585 41, 581, 863 3, 953, 27 
Financing: | 
Advances and reimbursements from other accounts...| —2, 774,585 | —2,774,585 |_..........--. 





New obligational authority............. at sal. 34, 854,000 | 38,807,278 +3, 953, 278 
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Object classification 
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Presently Revised 
‘TIN available estimute Difference 
4 ’ = = ’ 
G 1959 1959 
———— ee Eee —_—— 
SION, Total number of permanent positions.........--.----------.-- 5, 938 6, 29 
Full-time equivalent of all other positions.............------- 34 
Average number of all employees. --...........---..-.---------- 5, 002 5, 
TAGE. Number of smployees at end of year......-.......--.---.----- 5, 246 | 5 
Personal service obligations: | 
‘CER I ra i earteisiigegpeepagnaaeelin gaan aiebnriee $25, 564,879 | $28,595,285 | +$3, 030, 406 
’ Positions other than permanent-...............-....----..- 1, 156, 453 1, 2618, 800 +112, 347 
GO "ea a 442, 488 491, 800 +-49, 312 
Tota) personal service obligations.-...........-...----.-- | 27, 1638, 820 30, 355, 885 | 3, 192, 065 
rom = 5 SSS —— | 
Direct obligations: | 
ID SU. rae. 2 es rcseeslialindeciren anineneieaneliy rei seal 25, 114, C80 | 28, 306. 145 +3, 192,055 
Oe vest a ie 5o dec. cca ke ibs eek kent | 2, 213, 400 | 2, 2 +10, 400 
-_ 03 Transportation of things..............-.- heiiieaeaiiaieia $36, 100 | Jenene --san nae 
P ee en ee Te onenodeoubnewoonen 1, 748, 0&0 | CO +507. 000 
05 Rents and utility services._............--....- ~----+-| 242, 900 | ee ee 
rence OB. Printithe OG FRRTOGUCUIIE. £6. once ccccccccnwnccecnce 581, £00 80 sa ale 
07 Other contractual services Jevtvdahahad deine ats teed hae 1, 246, 231 | 700 | +26, 469 
t Services performed by other agencies............- 844, 000 a ee 
08 Supplies and materials.........-- piste Mala annataieess | 531, 800 800 |... dnebind 
OD: TORII oo acl npseb k6006as semen educeny es eo 339, 800 800 | am hepanes 
10 Land and structures a oapeiael 20, 000 000 | ae 
11 Grants, subsidies, and contributions. ...............-- 1, 579, 532 233 +202, 701 
76, 100 13 Refunds, awards, and indemnities..........-.--.--- 18, 400 BN Bist ieee pintie 
08, 400 SB "RED Cie OD oo nen ds ceccwdcnenckotiasade 37, 357 000 +4, 643 
67, 811 — ts ——- 
amenngetp pi Sie le Space prs 34, 854, 000 38, 807, 278 +-3, 953, 278 
| } —— —— 
52, 311 Reimbursable obligations: 
—— 01 Personal services... A dd irabciaiel ie ncketeuseaund aver aah eek 2, 049, 740 ST, Geey Cae Bicccustdi datos 
| 02 Travel ‘ cs ieneraialitriim aia taitsiaageralpaiaitnlbnnasasonmmanan ----| 223, 000 | 298 DOD bain ncitnnen« aan 
89, 207 | 03 Transportation of things : . eal 103, 000 | 103, 000 marae : 
04 Communication services..........----- it aan 94, 000 94, 000 |........- s 
0, 170 05 Rents and utility services........ a ek 25, 000 | SD ia ene * 
5, 190 06 Printing and reproduction acetate ; [ a oat 25, 000 | 25,400 1.....-- $ 
1, 115 | 07 Other contractual! services sis sil 17, 700 | Re ic etieiedbonn ten 
| Services performed by other agencies-.. | 6, 000 | 6, 000 _ 
5, 195 08 Supplies and matcrials.........--. * : 71, 245 | GAR 1 tu. cccadaaset 
—— | 09 Equipment ps — 46, 190 46, 100 tkiigicsioeinaies 
), 967 | 11 Grants, subsidies, and contributions_ - -- } , | 102, 000 | O45. i. LE 
== 13. Refunds, awards. and indemnitics.. ae 1, 000 1,000 ig ihe a 
3, 278 15 Taxes and assessments---.-- ioiveherccd eal 10, 800 10, 800 | ees 
Total] reimbursable obligations.........-- eae eae 2, 774, 585 2, 774, 585 
g ; — . . — . . —— 
ae Total obligations. --....... Samael seaediiha a aeees 37, 628, 585 41, 581, 863 | 
apie ! ' 
, 278 a sree tones t hub wau 4 Ti Pita ca. 
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Mr. Tuomas. Next is the Agricultural Marketing Service. Wil] 
you proceed, gentlemen ? 

r. Lennartson. Mr. Chairman and members of the committee, 
I am happy to appear before this committee to discuss the supple. 
mental estimate for the Agricultural Marketing Service. Since this 
committee has not been concerned with the details of the budget for 
this agency, I would like to mention briefly some of its major programs, 

The programs of the Agricultural Marketing Service are aimed 
at aiding in the orderly and efficient marketing and the effective 
distribution of products from the Nation’s farms. The domestic 
marketing and distribution functions of the Department are centered 
in this Service. 

Our marketing system is a very complex one requiring a vast variety 
of tools to make it work and make it efficient. It is a system fed 
with the products from millions of farms. These products enter the 
system in a multitude of ways and as they move through the channels 
of trade are subject to a wide variety of processes before reaching 
the consumer. The programs of the AMS begin furnishing tools 
early in the marketing process—in fact, before the process actually 
begins. Extensive analyses and interpretations are made of economic 
data and presented to farmers and others as aids to intelligent plan- 
ning of their production and marketing programs. A wide variety 
of reports is prepared from data collec ted by the widely known Crop 
Reporting Service, which serves as an agric ultural “intelligence” serv- 
ice reflecting producers’ intentions, plantings, growth progress, har- 
vesting, and yields. 

A nationwide market news system, Federal-State in character, 
alerts and informs producers and marketing agencies as to spot prices, 
movements, and qualities in addition to pointing out where, when, and 
what is available. Current information of this nature is basic to our 
marketing system. Standards of quality, supplemented by nation- 
wide inspection, grading, and classing services, are available for all 
major commodities and most minor ones. This system provides a 
common language between producing areas and the marketplace. 
Rules of fairplay in the marketplace are reflected in the numerous 
regulatory acts which AMS administers such as the Federal Seed, 
Perishable Agricultural Commodities, U.S. Warehouse, Packers and 
Stockyards, and other Acts. 

Marketing agreement and order programs have become widely ac- 
cepted in the fruit and vegetable areas and in the milksheds supplying 
our principal cities. Producers and dealers alike have come to recog- 
nize their value to orderly marketing. 

Programs of this agency also have important impacts on expanding 
consumption of our farm products. Programs in this area include the 
school lunch program, the plentiful foods program, the special milk 
program, the section 32 surplus removal programs, and distribution, 
both here and abroad, of surplus food commodities. 

Basic to and underlying the marketing and distribution programs 
and in fact underlying much of the general progress in marketing 
are extensive research and statistical activities carried on by the AMS. 

Economic and statistical analyses are used to supply farmers, proces- 
sors, and dealers with reliable economic information and data on the 
demand-supply price outlook. They also provide the base for much 
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of the economic information and farm outlook work carried forward 
by the State extension services, the farm press, and farm organizations. 
Through the marketing research program, solutions are sought to 
basic problems in marketing farm products such as assisting in finding 
new markets and enlarging existing ones through studies of current 
industrial and consumer needs. It also searches out answers on mar- 
keting costs, quality maintenance, market outlets, and improvements 
in marketing methods, practices, and facilities. 

Although the AMS is an agency established within the Department 
as recently as 1953, its programs are not new. Nearly all of them have 
been in operation for several decades and a few date back nearly 
50 years. 

The programs of AMS involve many cooperative relationships with 
land-grant colleges, agricultural trades, State education agencies, State 
departments of agriculture, State welfare agencies and many others. 

A substantial portion of the AMS employment is financed through 
revenue from fess, charges, or other assessments and through joint 
financing or other arrangements with State and private cooperators. 

With this brief general outline as a background, I would like to 
turn to the supplemental estimate which is before this committee for 
consideration. 

The supplemental requests $3,953,278 in additional funds under the 
“Marketing research and service” appropriation—the main head 
appropriation which finances slightly more than half of the total 
salary and administrative expense costs in AMS. Four items make 
up this request. 

Two of these items result from the Federal Employees’ Salary In- 
crease Act of 1958 which was approved June 20, 1958, and the in- 
creased postage rates authorized under Public Law 426 which became 
effective August 1, 1958. 

The cost of these two legislative actions for all of Agricultural 
Marketing Service programs is about $5.7 million. About $2.3 million 
of this amount, or 40 percent, is being absorbed. It is proposed, as 
reflected in this supplemental, that the balance—$3,327,278—be pro- 
vided by transfer ines other funds available to the Department. 

Efforts have been made to absorb costs, within the “Marketing re- 
search and service” appropriation to the fullest extent possible. De- 
mands for the work carried out under this appropriation are always 
far in excess of the program level which can be carried on with the 
existing facilities. Simla with these demands are the cumulative 
effects of the ever-increasing trend in costs of providing the service. 
Increased efficiency and improved operations must be continuously 
made in order to maintain present program levels. Unless the supple- 
mental funds requested are made available, urgently needed market- 
ing research and service work will have to be curtailed or disrupted. 

Effective December 2, 1958, the Federal Communications Commis- 
sion authorized an increase in private-line teletype rates. These wire 
rates increased by about 18 percent the annual cost of the leased-wire 
contract of the Agricultural Marketing Service. It increases costs this 
fiscal year by $26,000. This contract covers the leased teletype system 
of Market News Service, linking 128 field stations, providing a most 
economical means for the required rapid transmission of the market 
data among the terminal markets and shipping points where business 
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transactions on all major agricultural commodities are consummated, 
This increased cost cannot be absorbed without curtailment of a part 
of the Market News Service. This would mean closing several field 
stations and discontinuing the reporting service from these areas. 

The Poultry Products Inspection Act (Public Law 85-172) ap- 
proved August 28, 1957, places upon the Department the responsibility 
of providing after January 1, 1959, inspection of all poultry products 
moving in interstate commerce in order to assure consumers of whole- 
some products. The original estimates of budget needs to finance the 
requirements of this act were based largely upon the experience ac- 
quired through conducting the voluntary poultry inspection activities 
coupled with the best judgments available in the Washington and field 
staff offices concerning numbers and types of poultry processing plants, 
The Department was aware of and indicated on numerous occasions the 
fragmentary nature and incompleteness of the data. 

Mandatory poultry inspection pursuant to the act was initiated on 
May 1, 1958. The total appropriation in 1958 for poultry inspection 
was $1,610,000 including a supplemental appropriation of $1,300,000 
for implementation of the new law. The 1959 appropriation amounted 
to $6,500,000. 

A plant-by-plant survey completed in late November 1958, indicated 
that about 950 plants would be subject to the act after January 1, 
1959—the date the law become fully effective. Based upon this infor- 
mation, it was determined that with the resources available, it would 
not be possible to provide continuous resident inspection during the 
period January 1 to June 30, 1959, to all plants subject to the act. 
Accordingly, the resources available were aimed at providing con- 
tinuous inspection to poultry eviscerating plants to the greatest ex‘ent 
possible in order to maximize protection to consumers. Al] plants 
processing poultry products such as canning plants, poultry-pie 
plants, and so forth, were exempted from the continuous inspection 
provisions of the act. 

It is estimated that 485 eviscerating plants out of an indicated total 
of 748 such plants subject to the act, can be covered with the current 
appropriation, provided related increased pay costs, also included in 
this supplemental, became available. The supplemental appropria- 
tion of $600,000 being requested at this time is needed to extend the 
coverage by June 30, 1959, to the remaining 263 plants. 

If supplemental funds are not provided, continuous inspection serv- 
ice will have to be denied some plants engaged in interstate business 
or it will be necessary to spread the available staff so thin that mini- 
mum requirements cannot be met or inspection functions would have 
to be altered or eliminated below the standards of the act. Under 
these latter conditions, the public cannot be assured of clean and whole- 
some products which was the intent of the law. 

I have with me Mr. Henry G. Herrell, Assistant Administrator for 
Management, and Mr. Arthur J. Holmaas, Director, Budget and Fi- 
nance Division, Agricultural Marketing Service. We will be happy 
to provide additional details which the committee may desire. 

Mr. Tuomas. We will insert the justification material at this point. 
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(The material referred to follows :) 


AGRICULTURAL MARKETING SERVICE 
(H. Doe. 58) 


Marketing research and service, 1959 


IIE tess <p ds ep tare ep anis dent neem ambT EES iaap $3, 953, 278 
I a al ince cgthinieiner a mnintinmeleminmna die teeweiegeta 626, 000 
By transfer from other funds available to the Department____~- 3, 327, 278 

Appropriation to date____-----------------------~---~------------- 34, 854, 000 
em Olme Co. TOG, TL. TINO cceecgenereeueenbnseresssiteeeneretetreepipiicien 20, 482, 627 
Expenditures to Dec. 31, Pec aseetbienhaicubtistectacmnieias diinttcidtveaaminitil 17, 042, 805 


meaget estimate next, fiscal year... peat een neem 42, 060, 000 


Employment: 


Average number current appropriation________.__-------------- 5, 092 
Average number involved this estimate__..____-_-_---__---~-~~--- 77 
Actual employment Dec. 31, 1958_.---.-.--..-~-.----.--- eae 5, ool 


PROPOSED LANGUAGE 


“For an additional amount for ‘Marketing research and service’, as follows 
“ ‘Marketing research and agricultural estimates,’ $1,252,311, to be derived by 
transfer from the appropriation for ‘Conservation reserve program’, fiscal year 
1959; and ‘Marketing services’ $2,700,967, of which $2,074,967 shall be derived 
by transfer from the appropriation for ‘Conservation reserve program,’ fiscal 
year 1959.” 
EXPLANATION OF LANGUAGE 


The proposed language would make available an additional $3,953,278 for (1) 
increased pay costs resulting from the Federal Employees’ Salary Increase Act 
of 1958, approved June 20, 1958 ($2,846,278) ; (2) increased postage costs result- 
ing from increased postal rates authorized in Public Law 85-426 and which 
became effective on August 1, 1958 ($481,000) ; (3) increased cost of the market 
news leased wire contract resulting from a rate increase for leased teletype 
facilities granted by the Federal Communications Commission, effective Decem- 
ber 2, 1958 ($26,000); and (4) providing inspection to around 263 poultry 
evisceration and slaughter plants which are subject to the requirements of the 
Poultry Products Inspection Act after January 1, 1959 ($600,000). 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Activities under this appropriation.—The domestic agricultural marketing and 
distribution functions of the Department are concentrated primarily in the 
Agricultural Marketing Service. The marketing job has become more complex 
with growth and shift in population, technological developments in production 
and marketing, and as more and more functions have been transferred from the 
farm and home to various segments of the marketing system. The work under 
this appropriation is aimed at aiding in the orderly and efficient marketing and 

effective distribution of agricultural products from the Nation’s farms to the 
consumers. 

Need for supplemental funds. —Increased costs to AMS during the current fiscal 
year require the supplemental funds requested. These increased costs result 
from legislative actions and an order of the Federal Communications Commis- 
sion. All but one, the Poultry Products Inspection Act, became effective after 
submission of the 1959 budget. Unless these supplemental funds are made avail- 
able this fiscal year, needed marketing research and service work will be cur- 
tailed or disrupted, and the Department will be prevented from carrying out its 
minimum inspection responsibiilties as specifically required by the Poultry Prod- 
ucts Inspection Act. 
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Four items comprise this supplemental: (1) An amount of $2,846,278 for 
increased pay costs resulting from the Federal Employees’ Salary Increase Act 
of 1958 which became law on June 20, 1958. The sum requested is the net 
amount required after all absorption that can be realized from increased effi. 
ciency and improved operations. 

(2) A total of $481,000 for increased postage costs resulting from increased 
rates provided in Public Law 85-426 and made effective August 1, 1958. Over 
88 percent of AMS mailings are concentrated in two activities that could not 
absorb the increased costs without necessitating curtailment of important mar. 
keting work (crop and livestock estimating and the market news Service). Fur. 
ther, the general average of 3314 percent increases in mailing costs does not apply 
to AMS, where between 75 percent and 80 percent of mail is third class (increased 
50 percent for the first 2 ounces). These increased penalty mail costs cannot be 
absorbed in AMS without disruption or curtailment of important marketing 
work. Adversely affected would be collecting and disseminating crop and live. 
stock estimates and timely, up-to-date market news reports on supplies, move- 
ment, prices, etc., and supplying cotton classing services to farmer members of 
cotton improvement groups. These are essential services to agriculture. Any 
reduction in the present program level brought on by further absorption of 
mailing costs—costs which figure substantially in the budgets of the organiza- 
tions responsible for maintaining these services—would result in disruption or 
curtailment of needed marketing work. 

(3) The sum of $26,000 for increased contract costs for the leased wire service, 
an integral part of the market news service. Effective December 2, 1958, rates 
were increased by order of the Federal Communications Commission. These 
increased rates result in an increase of about 18 percent annually in the cost of 
the AMS leased wire service. This increased cost cannot be met with currently 
available funds. Several field stations would have to be closed and such a move 
would weaken the market news service because of the fact that interchange of 
information between stations as rapidly as possible makes the reports most 
meaningful and, therefore, most useful. 

(4) An increase of $600,000 for compulsory poultry inspection service under 
the Poultry Products Inspection Act. This increase is necessary for the Depart- 
ment to carry out in 1959 its minimum inspection obligations as specifically 
required by the Poultry Products Inspection Act. Recently completed surveys 
indicate that 748 evisceration and slaughter plants are subject to the act. With 
the currently available funds (including funds to meet increased pay costs) 
continuous resident inspection can be provided to about 485 of these plants. The 
supplemental appropriation is required to permit the Department to extend this 
service by June 30, 1959, to all evisceration and slaughter plants engaged in 
interstate commerce. If supplemental funds are not provided, it will be neces- 
sary to alter the planned inspection program by one, or a combination of the 
following means: 

(a) Failure to render continuous resident inspection service to the total num- 
ber of plants requiring it. 

(b) Spreading personnel and their supervisors so thin as to render the amount 
of inspection below the minimum requirements of the act and the Department's 
obligations thereunder. 

(c) Eliminating completely, or modifying, inspection functions below the 
standards required by the act and the obligations of the Department thereunder. 

Importance of avoiding any weakening of the Department’s ability to assure 
the public of clean and wholesome poultry products even before it has had an 
opportunity to fulfill its obligations under this new law cannot be overemphasized. 
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Justification of supplemental estimate, fiscal year 1959, for ‘‘ Marketing research 
and service’’ 


es 
































Appropria- Supplemental estimate, 1959 
Project tion to Revised 
date, 1959 total, 1969 
Pay act Postage Other 
————— ccmiaasengiiiesiag Sak adnate 
Marketing research and agricul- 
tural estimates: 
Marketing research. -.......-.. $6, 984, 000 SEPT ooo cent iawpabibawenee $7, 460, 100 
Economic and statistical anal- 
BOBS. dene nnencnevencsenueed 1, 535, 000 A308. 000) bs, 350-3cuan-< Vt sbeccuh. 1, 643, 400 
Crop and livestock estimates..| 5, 676, 000 +497, 811 RTE SED D. deuemny vented 6, 343, 811 
Total, marketing research 
and agricultural estimates-_| 14, 195, 000 +1, 082, 311 390 BOD bss cncocitesinnins 15, 447, 311 
Marketing services: | 
Market news service_._..-....| 4,370,000 | +-288, 207 +275, 000 | (3) +-$26, 000 4, 959, 297 
Inspection, grading, classing, | 
and standardization. _.......| 13, 925, 800 +-1, 284, 170 +36, 000 | (4) +600, 000 15, 845, 970 
Freight rate services..........- 175, 800 Et, ch cbystodenuluntecdokarcdah 190, 990 
Regulatory activities..........| 2, 122, 400 AUS CRE Cascais. cu esse ela 2, 293, 515 
Administration and coordina- 
tion of State payments_-_...--} 65, 000 SU NII i ncn inciSadten ve caglinin teats as 70, 195 
Total, marketing services_...| 20, 659, 000 +1, 763, 967 +311, 000 +626,000 | 23, 359, 967 
Total, marketing research 
ae ane 34, 854, 000 (1) +2, 846, 278 | (2) 4-481, 000 +626, 000 | 38, 807, 278 
| 











This estimate provides additional funds for: 

(1) Increased pay costs resulting from the Federal Employees’ Salary In- 
erease Act of 1958. 

The increased costs were computed as follows: Initial allocations and allot- 
ments for fiscal year 1959 were made on the basis of salary costs in effect 
prior to January 1, 1958. Operating divisions and offices prepared 1959 operat- 
ing budgets on the basis of the old salary rates. Estimated increased pay 
costs for 1959 for permanent positions were then determined by recomputing 
the schedules of personal services in the operating budgets to reflect individual 
pay costs on the basis of the new rates. The increases for all other employees 
covered by the 1958 Pay Act and for such related costs as retirement and 
FICA were computed by the application of the percentage of increase on per- 
manent employees. In addition, a comparable increase has been added to 
cover increased reimbursements to other agencies which are performing serv- 
ices connected with AMS programs. The estimate also includes estimated in- 
creased costs for insurance for those employees who, as a result of the pay act, 
are entitled to additional insurance coverage. A study of payroll records 
indicated that approximately 50 percent of AMS employees would be entitled 
to additional insurance. This percentage was applied to the number of em- 
ployees covered and the result multiplied by $3 to obtain increased insurance 
costs. 

The work under this appropriation is aimed at promoting and strengthening 
the orderly and efficient marketing and effective distribution of agricultural 
products from the Nation’s farmers to consumers. Through ‘marketing re- 
search, economic and statistical analysis, crop and livestock estimates, market 
news, inspection and grading service, and regulatory activities, the Agricul- 
tural Marketing Service provides agricultural producers, handlers, dealers, 
and other essential tools required to carry on this vast enterprise. Each year, 
farm organizations, farmers, consumers, research advisory committees and 
other public and private agencies increase their demands for work under these 
programs. However, these demands are always in excess of the program 
levels which can be provided with available funds. Additional appropriations 
have been requested and some additional funds have been provided in recent 
years. However, these amounts have provided for only minimum essential 
costs or for specific projects or activities such as for the new mandatory 
poultry inspection program. 
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Coupled with the ever-increasing demands for marketing work are ther ab 
cumulative effects of the unceasing upward trend in costs of providing the! of the ‘ 
services. The pinch is being sharply felt. All savings that can be realized disrupt 
from increased efficiency and improved operations have been and must ¢op. 
tinue to be used in an effort to maintain present program levels. Examples 
of these increased costs are the substantial rises in travel and per diem ey. 
penses, rent charges, equipment, and supplies. In the area of crop and liye Mr. 
stock estimates and market news, higher costs of paper, printing and dupli. our | 
cating have placed a severe strain on administrative ingenuity to avoid , 
downward adjustment in program operations. In fiscal year 1959, the cost | 18 ma 
situation will be further complicated by the fact that every activity will je | 978 in 


forced to absorb the cost of retirement for one additional pay period. Mr 
Any additional absorption of pay costs beyond that reflected would regu} Mr 
in the curtailment or elimination of a number of existing research and statis. 


tical activities and marketing services. These would include research work creast 
directed toward reducing product losses and marketing costs, expanding market. Mr 
ing outlets, and increasing efficiency of resource uses in marketing: elimin. “Mar 


tion or less frequent issuance of situation and outlook reports and crop and Mr 
livestock estimates reports; curtailment of market news service at speeific ! M 
points or for specific commodities; curtailment of mandatory inspection ang t 
grading work provided under the Poultry Products Inspection Act, the 18 Mr 


Grain Standards Act, the Tobacco Inspection Act, and the Cotton Acts; ang Ma 
contraction of regulatory activities under the Federal Seed Act, Packers ang by tr 
Stockyards Act, and the U.S. Warehouse Act. y 
As a further consequence, additional absorption would prevent full imple i. 
mentation or continuation of certain of the urgently needed new work for Gert 


which additional funds were appropriated for use in 1959. These were spe fiscal 
cifically earmarked or recommended by the Congress in providing funds for | 
AMS operations during this fiscal year. For example, $100,000 is to be used W 
to extend the quarterly cattle-on-feed reports to additional States: $42,000 js 
provided for extending wholesale meat reports and market news services: and M 
$20,000 is to be used to strengthen wool standardization and grading work. M 
Elimination or curtailment of existing research and service activities, or M 
failure to initiate in 1959 the new work listed above would seriously affect Agr 
agricultural marketing work performed by AMS. gl 
(2) Increased postage costs resulting from increased rates provided in Pub ell 
lic Law 85-426 and made effective August 1, 1958. N 
The increased mailing costs for AMS were computed by applying the rate in- this 


crease to 1958 usage and costs by organizational unit modified by known factors 
such as the effective date of tre new postal rates and the nlanned level of pro 0 
gram operations. The usage planned for 1959 was generally projected at 1958 not 
levels except for mailing attributable to new services being inaugurated in this mal 
fiscal year for cattle-on-feed reports in eight States, livestock market service in Ist 
four States and wholesale meat reports in two States. 8 

This method was used rather than proceeding on the basis of the 33% per 
cent increase for general agency use recommended by the Post Office Department 
because AMS mailings do not fit the general working pattern applicable to the 
average agency. Fu 

Over 88 percent of AMS mailings involve divisions which are responsible for not 
carrying ont the cron and livestock estimating and market new services. AD Yc 
other 7 percent is applicable to the cotton classing program which includes such 
major mailing items as the mailing of cotton classing tags and payment of post 
age due on cotton samples. The great bulk of mailings related to these services © 
represent third class mail, which has been adiusted upward from 2 to 3 cents m: 
for the first 2 ounces, or a basic increase of 50 percent. In view of the heavy | pa 
preponderance in AMS of this type of mail, it was therefore deemed imperative 
that the 50-percent increase be applied to an appropriate percentage of estimated | 
1959 mailing costs for AMS. 

Further ahsorption of increased penaltv mail costs could not be accomplished 
in AMS without disruption or curtailment of the important marketing work of |, 
collecting and disseminating crop and livestock estimates, and timely, up-to | Is 
date morket news reports on sunplies, movement, prices, etc., and of sunplying 
the cotton classing services to farmer members of cotton improvement groups. 
The explanations justifying the requests for increased pay costs are equally ap | 
plicable in the case of increased penalty mail costs. These are essential services | te 
to agriculture. Any reduction in the present program level brought on by fur- 
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absorption of mailing costs—costs which figure substantially in the budgets 
} of the organizations responsible for maintaining these services—would result in 
| disruption or curtailment of needed marketing work. 


TOTAL SUPPLEMENTAL REQUESTED 


Mr. Tuomas. What you are really requesting here is $3,953,278, 
our total request. That is broken down into $626,000 cash and that 
ig made up of two items and then you want the remainder of $3,327,- 
978 in transfer; is that right ? 

Mr. Lennarrson. That is right. 

Mr. Tuomas. Of your two cash items, one is for $26,000 for in- 
crease in “Marketing service”; is that right ? 

Mr. Lennarrson. Yes, for the market news program under the 
‘Marketing service” appropriation. 

Mr. Tuomas. $600,000 is for inspection, grading and meat service. 

Mr. Lennartson. That is right, for the poultry inspection part. 

Mr. Tuomas. You say: 

Marketing research and agricultural estimates, $1,252,311, to be derived 
by transfer from the appropriation for “Conservation reserve program, fiscal 
year 1959;” and “Marketing services,” $2,700,967, of which $2,074,067 shall be 
derived by transfer from the appropriation for “Conservation reserve program,” 
fiscal year 1959. 

PENALTY MAIL 


We will look first at your mail, $481,000. 

Mr. Lennarrson. Yes, sir. 

Mr. Tuomas. How does that arise ? 

Mr. Lennartrson. That stems primarily from the fact that the 
Agricultural Marketing Service has two programs which require a 
tremendous amount of mailing services. 

Mr. Tuomas. This is in the record, and may I help you by reading 
this choice language here: 


~<a 


Over 88 percent of AMS mailings are concentrated in two activities that could 
not absorb the increased costs without necessitating curtailment of important 
marketing work (crop and livestock estimating and the Market News Service). 
Is that correct ? 

Mr. Lennarrson. Yes, sir. 

Mr. Tomas. (Reading) : 

Further, the general average of 33144 percent increases in mailing costs does 
not apply to AMS. 
You could not contro] that either, could you? 

Mr. Lennarrson. We cannot understand these two programs be- 
cause they consist of gathering and disseminating agricultural and 
marketing information. This falls in postal categories for which the 
rate increases exceeded the average. 


PAY ACT COSTS 


Mr. Tuomas. Let us look at the two items for cash. How much 
isfor the Pay Act? Is it $2,846,278? 
Mr. Lennarrson. That is correct. 

| Mr. Tuomas. How much of that did you absorb? What was the 

| total amount to begin with ? 


»y fur- i 
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Mr. Lennartson. The Pay Act and mailing costs were approx 1968, | 

mately for fis 
Mr. eiciaa Keep them separate. Mi 
Mr. Hotmaas. For AMS, the total pay act cost was $5,158,000-—_ Th 
Mr. Grant. He is giving you the figure for the entire or ganization,! 9, 19% 

not for the Marketing Research and Service appropriation. Tota], rate! 


an under this. appropriation exclusive of reimbursements wag)  W 
ov 





M 

Mr. Tuomas. I have $2,846,000. I did not get it out of thin ain} grv 
Mr. Grant. That is the transfer authority. M 
Mr. Tuomas. The full amount was what ? | and 
Mr. Grant. $3,081,095. lM 
Mr. nese You absorbed what ? new 
Mr. Grant. $234,817 within the appropriation. ivi 
Mr. Tuomas. How many total employees did you have in appro | mit: 
priated jobs ? M 


Mr. Hotmaas. We had 6,278 positions of all types including sea-| 
sonal. We are budgeted for year-end employment of 5,246. In other N 
words, we are coming down seasonally to that figure by yearend and | 


on 
that is ‘taken into consider ation in the budget estimates. 


‘ 
= » 
} 
LEASED WIRE CONTRACT RATE INCREASES In 


) 
Mr. Tuomas. How about the $26,000 for increased marketing P 
service ? 


: 
Mr. Lennartson. That results from the increase in rates granted ' 
by the Federal Communications Commission to the company from 


which we lease the wire used in transmitting the market news infor- 
mation. 


Mr. Tuomas. Put the bottom half of page 3 in the record. 
(The page referred to follows: ) 


(3) Increased contract costs for the leased wire service, an integral part of 
the market news service. 

The need for additional funds arises from the fact that effective December 2, 
1958, the Federal Communications Commission authorized an increase in private 
line teletype rates. These higher rates result in an increase of about 18 percent 
in the annual cost of the leased wire contract of the Agricultural Marketing 
Service. The amount requested herein represents the estimated increase cost 
of the contract for the period December 2, 1958, to June 30, 1959. 

The leased teletype system of market news service consists of about 13,000 
miles of leased wire linking 128 field stations. It provides the most economical 
means for the required rapid transmission of the market data among the terminal 
markets and country shipping points where business transactions on all major 
agricultural commodities are consummated. 

Since the increased cost of the leased wire could not be met within currently 
available funds, the overall market news service would have to be curtailed. 
Several field stations would have to be closed and the reporting service discon- 
tinued from these areas. This would weaken the entire service because of the 
act that interchange of information between as many stations as possible as 
rapidly as possible makes the reports most meaningful and most useful. 

The leased wire system is the core of the service and, as such, must be main- 
tained as a Federal responsibility. This is in accordance with the principles of 
financing contained in the congressionally approved program for development of 
the market news service in cooperation with the States. Each year the States, 
in the aggregate, have been increasing their contributions under the plan. There- 
fore, any weakening in the fulfillment of the Federal responsibility would have 
an undesirable impact on Federal-State cooperative relationships. 

Inasmuch as the first notice of pending rate increases was received in August 
1958 and since the new rates were not definitely established until November 25, 


; 
| 


&Pproxi. 


000— 

uZation, | 
Total 

ENts wag 


hin air. | 


| 


appro- 
Ng sea- | 
n other 
nd and | 


| 


‘keting 





ranted 
y from 
infor- 


part of 


mber 2. 
private 
percent 
rketing 
se cost 


13,000 
1omical 
rminal 

major 


rrently 
‘tailed. 
liscon- 

of the 
ible as 


main- 
ples of 
ent of 
States, 
rhere- 
1 have 


ugust 
er 25, 


93 


1958, the increase could not have been included in the regular budget submission 
for fiscal year 1959. 

Mr. Tuomas (reading) : 

The need for the additional funds arises from the fact that effective December 
9, 1958, the Federal Communications Commission authorized an increase in the 
rate for leased teletype facilities. 

What is the total cost on this service? You want $26,000 now? 

Mr. Lennarrson. It runs about $277,000 a year for the leased wire 
service contract. 

Mr. Tuomas. Almost a 9-percent increase. Where do they go to 
and from ? 

Mr. Lennartson. The leased wire service ties together 128 market 
news Offices scattered throughout the country. I have a map here 
giving you some perspective on the leased wire system, which trans- 
mits the market news information back and forth. 

Mr. Tuomas. We will place this map in the record. 

Have you curtailed this service in any towns recently ? 

Mr. Lennartson. No, sir. This service fundamentally has been 
on a slow increase over the years. 

Mr. Tuomas. How many towns are you giving this service to? 

Mr. Lennarrson. 128 offices are tied into that leased wire system. 
In addition, there are numerous offices established by State govern- 
ments under cooperative agreements with the Federal Government. 

Mr. Jonas. Will the Chairman yield? 

Mr. THomas. Yes. 

(The map referred to follows :) 
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NEED FOR LEASED WIRE SYSTEM 


Mr. Jonas. Do you give any information that is not reported in 
the daily papers on this leased wire service ? 

Mr. Lennartson. Market news information is transmitted in three 
different ways: radio, daily newspapers, and the individual market 
news sheets that are furnished. 

Mr. Jonas. Do we need to spend the $270,000 a year on that? 

Mr. Lennartson. I beg your pardon ? 

Mr. Jonas. Why do we need to spend the $270,000 a year for leased 
wires when the radio and newspapers all carry this information any- 
way free of charge? 

Mr. Lennartson. They get it from this service. 

Mr. Jonas. You could give it to them from a central location. You 
do not have to give it to them by leased wire. 

Mr. Lennartson. The leased wire is for our purpose of transmitting 
the information back and forth betwen offices. We use this to as- 
semble information from the various markets as well as for dissemi- 
nating it. For instance, the fruit and vegetable market in New York, 
the information there is quite important to the producer of fruit and 
vegetables on the Pacific coast. He wants to know day to day what 
market activity is occurring. 

Mr. Tuomas. It is announced over various radio systems every 30 
and 40 minutes. 

Mr. Lennartson. That is right. They otain that market news 
information from our offices, which is the only way they would be able 
to obtain it. 

Similarly, the newspapers obtain it, the UP and AP wires are there 
at all times obtaining this information. 

Mr. Jonas. I can understand why you need to assemble the infor- 
mation, but I do not understand why you need to transmit it to all 
these different locations. 

Mr. Lennartson. To assemble it and not transmit it would make it 
rather useless. 

Mr. Jonas. You would give it out to the press from the central Jo- 
cation. 

Mr. Lennartson. Which we do. The leased wire system is used 
to assemble official and unbiased market information from many pro- 
ducing and consuming areas. It is consolidated into daily reports 
which are issued by the various market news offices through the press, 
radio, and other media. 

Mr. THomas. Are there any further questions ? 


AVAILABILITY OF FUNDS FOR TRANSFER 


Mr. Jensen. I have one question on this transfer of funds. You 
are asking us to transfer quite a large sum of money from one part 
of your agency to another. 

Mr. Lennartson. Part of the Department. 

Mr. Jensen. From one agency to another within the Department. 
Can you tell us in a few words just from what agencies you are taking 
this money and giving it to other agencies in your Departmenc? I 
know there are times in other departments when we find it is not 
feasible and right to transfer from one agency in a department to an- 
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other agency, or from one project to another. As Mr. Kirwan wil] 
tell you, we have on many occasions objected to such transfers, 

Are these particular agencies within your Department from which 
you are taking money, which has been appropriated in the regular 
appropriation bill, are these agencies agreeable to letting you make 
these transfers? Are there any objections? 

Mr. Grant. No, sir; no objections. Except for the Extension 
Service, all of the transfers are being made from the appropriation 
made to the Department for the conservation reserve program. In 
the case of the Extension Service $225,400 is being transferred from 
the “Payments to States” appropriation. That particular balance 
comes about because the 1959 appropriation is distributed by States 
according to statutory formula on the condition that the States match 
the allocations. In the case of Puerto Rico they were not in a posi- 
tion to match $225,400. That amount is available and can be trans- 
ferred without impairing or affecting the program in any way. 

In the case of the conservation reserve program, when the 1959 ap- 
propriation was approved by the Congress last year, it was antici- 
pated that in the 1958 signup more farmers would take advantage of 
that program and that the full amount would be needed for payments 
for practices. The signup was not as great as had been anticipated 
and the installation of conservation prasicen has not progressed to the 
_ originally anticipated. So the amount proposed for transfer 
rere, nearly $18 million, can be transferred from the conservation re- 
serve program without its having any adverse effect on the program 
itself. 

Mr. Jensen. And there is no objection ? 

Mr. Grant. There is no objection. 

Mr. Jensen. Thank you. 


COMPULSORY POULTRY INSPECTION SERVICE 


Mr. Tuomas. Let us look at the item of $600,000 for your compul- 
sory poultry inspection service under the act passed last year. We 
will insert the justification material in the record at this point. 

(The pages referred to follow :) 


(4) Compulsory poultry inspection service under the Poultry Products In- 
spection Act. 

This supplemental is necessary for the Department to carry out in 1959 its 
minimum inspection obligations as specifically required by the Poultry Products 
Inspection Act. The act charges the Secretary with providing after January 1, 
1959, inspection and the activities incident thereto in the following particulars: 

1. Standards for sanitation, facilities, and operating practices. 

2. Ante mortem (before slaughter) inspection on a “lot” or “batch” basis. 

8. Post mortem (after slaughter) inspection on the carcass of each bird 
during processing. 

4. Quarantine, segregation, reinspection, and condemnation as deemed 
necessary. 

5. Regulations providing for specific labeling requirements, exemptions 
under specific provisions of the law, and imports of poultry and poultry 
products. 

6. Assume and perform many functions previously authorized under the 
Federal Food, Drug, and Cosmetic Act. 

The budget estimate for the poultry inspection program for fiscal year 1959 
was based upon experience under the voluntary program concerning average 
plant staffing patterns and costs applied to the best estimate then available on 
number of plants which would require inspection service by January 1, 1959. 
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The Department pointed out at the time, however, that this estimated number 
was based on incomplete information and that it had little knowledge of the 
total number of plants which were engaged in interstate commerce, or other 
establishments such as chainstores, commissaries, etc., requiring inspection. 
Several surveys have been made and efforts are being continued to improve the 
estimate, More factual data are now available than when the original 1959 
budget was developed, but it is apparent that it will take another year or two 
before a program and cost pattern emerges from which cost comparisons can be 
made which will permit definite conclusions. However, the best plant-by-plant 
information presently at hand clearly indicates that the funds currently appro- 
priated for 1959 are insufficient to carry out the program as contemplated under 
the act and the Department regulations. 

The amount requested in this estimate will permit continuous resident inspec- 
tion only to evisceration and slaughtering facilities. The Department on Decem- 
ber 5, 1958, announced the policy it expects to follow in issuing exemptions 
permitted under the law. Beginning January 1, 1959 (the statutory effective 
date of the act), certain poultry processing plants are exempt from continuous 
resident inspection. Such exemption was deemed necessary since it is imprac- 
ticable, for the present, to provide inspection to all eligible plants. Under this 
policy available resources would be concentrated on slaughtering and eviscerat- 
ing operations in order to assure that all poultry moving in interstate commerce 
is healthy and has been slaughtered in sanitary plants. 

According to the most recent survey there are 748 evisceration and slaughter 
plants which are subject to the act. As of January 24, 1959, inspection service 
was being provided at 413 and preparations were in process to cover an addi- 
tional 72 plants. <A total of $7,115,000 is currently available, including the 
applicable portion of the increased pay cost supplemental. Obligations through 
December 31, 1958, were $2,689,000, leaving $4,426,000 available for the last 
6 months when the act is fully effective. The following table shows for this 
period (January 1 to June 30, 1959) the estimated plant numbers and costs 
which can be financed from the $4,426,000 and the proposed supplemental esti- 
mate required to extend the program by June 30, 1959, to all evisceration and 


slaughter plants subject to the act. 


Poultry Products Inspection Act, last 6 7 il fiscal year 1959 (Jan. 1 to June 30, 














1959 
To be fi- To be fi- 
nanced with | nanced with 
Total pro- currently j|supplemental 
gram available estimate 
funds (Janu- | (April-June) 
ary-June) 
a ee 1 
Indicated number of evisceration and slaughter plants subject , 
OO CHI OG. ance bn on Lov cck ewten can cccmdibulpinhdas 748 485 263 
Pan C nists 6 ome cn entveseecooeeces ini aehminm dived 3, 078 | 2, 574 | 504 
Average cost per plant-month..._. ade cekpbe ccs wtdesdabentenae | $1, 633 | $1, 720 $1, 190 


Total estimated Gost... - 222. enc enc en esc ennnoceseses | $5,026, 000 $4, 426, 000 | $600, 000 


The 485 plants covered by the presently available funds include most of the 
large eviscerating operations. Many of these operate multiple-line plants and 
sometimes double shifts. Since each line requires an inspector, the average 
cost for these plants is higher than those anticipated to be covered under the 
supplemental estimate. These latter plants will largely be single-shift, single-line 
operations. Also, these latter plants include some which operate on a seasonal 
basis. 

In order to extend the service by June 30, 1959, to the remaining 268 eligible 
evisceration and slaughter plants, a supplemental appropriation of $600,000 
is urgently needed. If supplemental funds are not provided the program would 
be seriously impaired because continuous inspection service would be denied to 
some plants requiring the service. 

The other alternatives would be to spread the personnel so thin that the 
minimum requirements of the act could not be met or to alter or eliminate 
inspection functions below the standards required by the act. Only through 
adequate inspection in all evisceration and slaughter plants engaged in interstate 
commerce can the Department fulfill its obligations under the law to assure the 
public of clean and wholesome poultry products. 
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Mr. Tuomas. According to the most recent survey, there are 748 
slaughter plants which are subject to this act. You had for the last 
half of this year an appropriation of $4,426,000. Now you want a 
supplemental of $600,000. The 485 plants covered by the present 
available funds include most of the large eviscerating operations, 
Many of these operate multiple-line plants : and sometimes double shifts, 
Since each line requires an inspector, the average cost for these plants 
is higher than those anticipated to be covered under the supplemental 
estim: ute. 

Gentlemen, have you gone before your regular Subcommittee on 
Agriculture to discuss this item? Do you not think it would be 
better to go back? This is a tremendous program and you want to 
get it off ‘the ground and get it off the ground right. Do you not 
think it would be better to go before that gr ‘oup? 

How much money will you need for this program next year on a 
full-year basis? 

Mr. Lennartson. Approximately $10,500,000. This program is 
well advanced because a large part of it has been a matter of shifting 
a well-organized voluntary program to a mandatory one. 

Mr. Tuomas. Do you not think you ought to go back to this gr oup 
and work this thing out together?’ We have some very distinguished 
farmers here. 

Mr. Lennartson. Our problem here is that between the time we 
appear before our regular Appropriation Committee and passage of 
the: appropriation act 

Mr. THomas. When will you appear before them ? 

Mr. Lennartson. It will be sometime in mid-March, but we will 
be dealing then only with next year’s appropriation. This $600,000 
supplemental i is needed to serve plants this fiscal year. 

Mr. Tuomas. We understand that. You have $4.5 million for the 
last half of this fiscal year. You have already moved in. You have 
two or three studies going on among yourselves. Your own commit- 

tee has a study going on in this poultr y business. 

Mr, Lennartson. The Appropriation Committee has an investigat- 
ing group on it. 

Mr. Tuomas. Does your group have somebody out looking into it? 

Mr. Lennarrson. The Secretary has appointed a committee. 

Mr. Tuomas. Do you not think it would be better to wrap all this 


thing up at one time with somebody who is going to be with you all 
the time? 


Mr. Lennartson. Without this $600,000 supplemental, we are going 
to have to stay out of approximately 263 plants which are shipping 


poultry in inte rstate commerce which are competitive with plarits that 
we are now in. 

Mr. Tuomas. How long will you stay out, 2 or 3 weeks? 

Mr. Lennartson. We “plan to get into these plants sometime in 
April or certainly by May 1. 

Mr. Tuomas. How do you arrive at the $600,000 item? You are 
i Pree pao 

Mr. Lennartson. About 263 additional plants. 
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NEW JOBS REQUESTED 


Mr. THomas. How many jobs are involved? Break down your 
$600,000 for us. How many jobs do you want; 356 new jobs? 

Mr. Hotmaas. That is right; 356 positions. We estimate 306 addi- 
tional employment at the end of the fiscal year, or 77 additional man- 
years under this supplemental. The estimate proposes funds for only 
17 man-years to be utilized in approximately a 3-month period. 

Mr. Tuomas. As far as this last quarter is concerned, you want 356 
new positions ? 

Mr. Lennarrson. It will require that many position numbers to 
man these additional 263 plants, although all positions will not be 
filled at. the same time. 

Mr. Tuomas. It will cost you how much? 

Mr. Lennartson. $600,000. 

Mr. Botanp. Where are you getting them ? 

Mr. Lennartson. We use both veterinarians and so-called lay in- 
spectors, all hired off the civil service register. sit 

Mr. Boranp. There is a civil service register for this position now ? 

Mr. Lennartson. Yes. 

Mr. Bouanp. It is established and in being ? 

Mr. Lennarrson. That is correct. 

Mr. Tuomas. What is the classification ? 

Mr. Lennartson. In terms of job levels? 

Mr. Tuomas. Yes. 

Mr. Lennartson. Most positions run from GS-5 up toGS-11. The 
great bulk of veterinarians would be GS—9’s and a few 7’s, and lay 
inspectors would be GS—5’s or 7’s, in that category. 

Mr. Tuomas. Next year will you annualize ¢ 

Mr. Lennartson. That is correct. 

Mr. Tuomas. What will be your total employment in your 1960 
budget ? 

Mr. Hotmaas. Average annual employment for 1960 is 1,780 in this 
program. 

Mr. Lennartson. That is the proposed appropriation. 

Mr. Tuomas. You do not think you are traveling too fast? How 
old are younow? Since August last year ? 

Mr. Lennartson. We began developing the mandatory program in 
May 1958 on the basis of gradualism. The plants were permitted to 
qualify for the program and we approved them up during the year. 
Since January 1 we have stepped up quite rapidly without any par- 
ticular problem. We have been able to get the personnel, and the 
staffing pattern has developed rather nicely. 

Mr. Herrexx. Prior to the mandatory program a poultry inspection 
program was conducted largely on a voluntary basis, so we had a 
nucleus of personnel for a program of roughly $3 million proportion 
before the Mandatory Poultry Inspection Act was passed. We had 
a hard core of qualified inspectors around which to build. 

Mr. Bow. May I ask this. This is a responsibility placed upon you 
by the Congress, is it not ? 

Mr. Lennartson. That is right. The law became fully effective 
January 1 of this year. 
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Mr. Bow. In those cases where you have exempt plants they suffer 
somewhat, do they not, in competition with these plants which are 
now federally inspected and the man with the federally inspected 
birds now has an advantage over those where there is no inspection; 
is that right? as 

Mr. Lennartson. We were somewhat concerned initially, but the 
large buying orangizations, primarily the chain stores, are ee 
accepting either fully inspected poultry or poultry from officially 
exempted plants without any difference. 

Basically we are Prarie the great bulk of the full-time eviscerating 

lants from which comes the great bulk of the poultry in this country, 
We did not have resources available to provide a continuous inspec- 
tion for the soup plants, canned-chicken plants, chicken-pie plants, 
et cetera. We exempted those plants from continuous inspection be- 
cause of the financial demands and the limitations of our resources, 
However, those plants are required to, (1) use nothing but officially 
inspected poultry or officially exempted poultry, (2) they must meet 
all requirements with respect to sanitation and operating procedures 
that the law and regulations require. We have heard of no particular 
hardships on the other thing. 

Mr. Bow. Are you able now to man all the multiple lines in poultry 
plants? 

Mr. Lennartson. We have all the approved full-time evisceratin 
plants manned, and it was just within the last 2 weeks that we plese 
three additional men who were required on the part of two multiple- 
line plants. From here on it is something of a seasonal or inter- 
mittent type plant which would be 

Mr. Tuomas. Soup and canning? 

Mr. Lennartson. No. 

Mr. Bow. Those with multiple lines are now assured they will con- 
tinue to be manned and have full inspection ; is that correct? 

Mr. Lennartson. Yes; those which are approved. 





COST OF POULTRY INSPECTION 


Mr. Bortanp. What has the cost of this program meant to the Mar- 
keting Service? By that I mean the passage of the poultry inspec- 
tion law. How much more has it given the Marketing Service? How 
much does it require for complete inspection the way you want it? 

Mr. Lennarrson. Our appropriation next year runs something a 
little over $10 million. 

Mr. Boranp. About $10.5 million. How many additional employ- 
ees? These will be annualized. How many additional employees, 
those you now have and those you contemplate putting on? 

Mr. Lennartson. The employee load will run about 1,700. 

Mr. Botanp. Just for this particular service? 

Mr. Lennartson. Yes, sir. I might add that we did have the vol- 
untary service prior to this mandatory one, and under that one, of 
course, we had around 700 employees. The net increase is not 1,700. 

Mr. Botanp. About a thousand ? 

Mr. Lennartson. Yes. 

Mr. Botanp. That is all. 
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Monpay, Fesruary 23, 1959. 


Commopity STABILIZATION SERVICE 
WITNESSES 


WALTER C. BERGER, ADMINISTRATOR 

ROBERT P. BEACH, ASSISTANT DEPUTY ADMINISTRATOR, OPERA- 
TIONS 

HL. MANWARING, DEPUTY ADMINISTRATOR, PRODUCTION AD- 
JUSTMENT 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


Mr. Tuomas. Let us take a look at the Commodity Stabilization 
Service. Mr. Berger, did you have a general statement to submit for 
the record ? 

Mr. Bercer. Yes, sir. 

Mr. Chairman and members of the committee, House Document No. 
58 contains four items within the responsibilities of the Commodity 
Stabilization Service for your consideration. One is a request fora 
supplemental appropriation for 1959 and three are requests for in- 
creases in current limitations. 

The Commodity Stabilization Service is the agency of the Depart- 
ment concerned primarily with price support and production adjust- 
ment programs. ‘These include the acreage allotment and marketing 
quota programs, the soil bank programs, the Sugar Act, the National 
Wool Act, and the several programs operated by the Commodity 
Credit Corporation. In addition to price support, the CCC programs 
include activities relating to storage facilities, commodity exports, the 
International Wheat Agreement, sales of : agricultural commodities for 
foreign currencies under title I of Public Law 480, and donations of 
agricultural commodities to friendly peoples for emergency famine 
relief under title II of Public Law 480. 

The large appropriation item in our request is for $1,336,754,811 to 
reimburse CCC for costs incurred by it through June 30, 1958, for 
surplus disposal and other special activities outside of the regular 
price-support functions of the Corporation. The laws authorizing 
these programs provide that CCC shall finance their cost initially and 
later request reimbursement through the normal appropriation proc- 
ess. In the normal process this re1mbursement item would have been 
included in the 1960 budget estimates as a 1960 appropriation request. 
This request merely seeks to advance by a few months the timing of 
the reimbursement to CCC. Without advancing the timing of this 
reimbursement, CCC will not have sufficient unused borrowing author- 
ity within its statutory limitation of $14.5 billion to carry out its man- 
datory price-support operations for the balance of the year. 

With your permission, Mr. Chairman, I shall first itemize the 
amounts owed us and then describe the status of our borrowing 
authority. 
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As indicated in the proposed appropriation, this reimbursement coy. 
ers the cost of seven programs through June 30, 1958, as follows: 


Program 


Cost 
3, Zuternational Wheat Agroement.....-::;..>--......_-_-....._.- $80, 800, 
2. Emergency famine relief to friendly peoples eh tae te sorb eee 119, 270, 009 


3. Sales of surplus agricultural commodities for foreign currencies_ 1, 033, 515,009 
4. Transfer of CCC grains to Interior for migratory waterfowl 





IE aheiatinncn aianninansinaneniistntthioeantons- eee tances apathaieeesannenniaiameninen sep eonanien enn 18, 
5. Transfer of bartered materials to supplemental stockpile_____- 82, 250, 335 
6. Transfers to Agricultural Research Service for eradicating dis- 
NE Ni dcietient ates oe vn as iniataldiacaeal 19, 390, 100 
Ss 1, 510, 870 
cst a ict cg clas ot en cichcnenicsigeceee sy anne ee ek a ini 1, 336, 754, 811 


1. International Wheat Agreement: This program operates to assure 
supplies of wheat to importing countries and markets for wheat for 
exporting countries at stable and equitable prices. CCC funds and its 
stocks of wheat are used to equalize the return to exporters for wheat 
and wheat flour shipped under the agreement. The amount of the 
reimbursement consists of $78,569,976 for payments averaging 74 
cents a bushel on 105,703,391 bushels of wheat exported during the 
fiscal year 1958, $157,444 for administrative expenses, and $2,072,580 
for interest. 

2. Emergency famine relief to friendly peoples: Title IT of the 
Agricultural Trade Development and Assistance Act of 1954 author. 
izes a program to furnish emergency assistance to friendly peoples to 
meet famine or other urgent requirements through donation of CCC 
commodities. It also authorizes the payment of ocean freight on these 
commodities and on commodities donated under section 416 of the 
Agricultural Act of 1949. The amount of the reimbursement during 
the fiscal year 1958 consists of $88,102,981 for the cost of commodities 
donated, $7,149,499 for oce: - freight on these commodities, $20,748,531 
for ocean freight on $254.331,534 worth of commodities donated under 
section 416 of the Agricultural Act of 1949 and $3,268,989 for interest 
costs. 

3. Sales of surplus agricultural commodities for foreign currencies: 
Title I of the Agricultural Trade Development and Assistance Act of 
1954 authorizes the Corporation to use its funds and facilities to finance 
the sale of surplus agricultural commodities for foreign currencies. 
The program is designed to expand international trade, to facilitate 
the convertibility of currency, to promote the economic stability of 
American agriculture, and to make efficient use of surplus agricultural 
commodities. The reimbursement includes 1958 shipments of $534, 
256,189 worth of CCC stocks, $554,751.485 worth of commodities from 
private stocks and ocean freight on all commodities, and $67,208,237 
for interest costs less $122,700,911 representing actual and estimated 
sales of foreign currencies for dollars. 

4. Transfer of CCC grains to Interior for migratory waterfowl 
feed: The act of July 3, 1956, authorizes CCC to make its stocks of 
grain available to the Interior Department for use as feed for water- 
fowl to prevent crop damage. The reimbursement covers the value of 
260 tons of grain worth $18,506 transferred in 1958. 

5. Transfer of bartered materials to supplemental stockpile: Title 
II of the Agricultural Act of 1956 authorizes the transfer of strategic 
and critical materials, acquired through barter and exchange of CCC 
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stocks, to the supplemental stockpile. The reimbursement covers $82,- 
950,335 worth of materials transferred to the supplemental stockpile 
during the fiscal year 1958. 

6a. Eradication of vesicular exanthema: The Department of Agri- 
culture and Farm Credit Administration Appropriation Act of 1958 
authorized the advance of funds from the Cetsennd Credit Cor- 

ration to the Agricultural Research Service to carry out a program 
te eradication of vesicular exanthema of swine. 

The reimbursement includes $1,243,408 for advances to the Agri- 
cultural Research Service in 1958 and $37,492 for interest costs. 

6b. Eradication of brucellosis: Section 204(e) of the Agricultural 
Act of 1954 authorized the transfer of not to exceed $20 million for 
fiscal year 1958 of Commodity Credit Corporation funds to the Agri- 
cultural Research Service for accelerating the brucellosis eradica- 
tion program. The reimbursement includes $17,865,254 for advances 
to the Agricultural Research Service in 1958 and $243,946 for interest 
costs. 

7. Grading and classing activities: The Department of Agriculture 
Appropriation Act of 1952 authorizes transfers of Commodity Credit 
Corporation funds to the Agricultural Marketing Service for free 
classing of cotton and grading of tobacco not placed under price 
support. These transfers are made to the extent that the Agricul- 
tural Marketing Service has insufficient funds available. 

The reimbursement includes $937,612 advanced for cotton classed 
in 1958, $556,451 for tobacco graded in 1958, and $16,807 for interest 
costs. 

Status of CCC Borrowing Authority: The Commodity Credit Cor- 
poration finances price support and related activities as well as the 
eight special types of programs just described. Its main sources of 
funds are its capital stock of $100 million, a borrowing authority of 
$14.5 billion, and receipts from loan repayments and sales of com- 
modities. As of December 31, 1958, the Corporation had 
$12,955,627,000 of its borrowing authority in use, consisting of actual 
borrowings from the Treasury amounting to $12,153 million and obli- 

tions to purchase loans financed by lending agencies amounting to 
$802,627,000. This left a balance of available of $1,544,373,000. It is 
estimated that the balance will be practically exhausted by May 31, and 
that $319 million in excess of our borrowing authority will be required 
to finance operations through this coming June 30. I will submit for 
the record a statement reflecting the borrowing authority in use 
through December 31, 1958, estimated use for the balance of the year 
and the effect this appropriation would have upon the borrowing au- 
thority in use. 

Our estimates indicate that relief must be obtained as soon as pos- 
sible to avoid overobligation of the borrowing authority and to permit 
the Government to meet its responsibilities. After March 31, 1959, the 
available balance is expected to diminish below $500 million. This 
margin is dangerously narrow in view of the fact that an accelerated 
rate of obligation could develop at anytime. The rate of these obli- 
gations is determined by several uncontrollable factors, such as the 
demand for support by eligible farmers at times of their own choosing 
and complexities which prevent the special activities from following 
any consistent pattern. The currently estimated balances could con- 
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ceivably be used at a more rapid rate leaving the Corporation unable 
to make payments to producers on mandatory loans and unable to pay 
warehousemen, carriers, and others for storage, transportation, and 
other amounts due. 

There is a unique characteristic of this appropriation request which 
I believe should be called to the attention of the committee. Unlike 
most appropriation requests, whether it is approved this year or next 
year it has no effect upon expenditures from the Treasury or the 
expenditures reflected in the President’s Federal budget. This hap- 
pens because the expenditures were actually made by CCC last fiscal 
year and the estimates for such expenditures were included in the 
1958 budget. Expenditures against this appropriation are com- 
pletely offset by a corresponding receipt to oc’. 

Limitation on administrative expenses, CCC: An increase in the 
administrative expense limitation is requested for the Commodity 
Credit Corporation for the fiscal year 1959, due to (1) $2 million 
for increased volume of business over that estimated in the 1959 
budget, and (2) $2,669,000 for the cost of the pay increase granted 
Federal employees at the beginning of the current fiscal year after 
the 1959 appropriation act was passed. 

Background: Considering the workload outlook as it existed in 
September, we requested the Bureau of the Budget to apportion our 
1959 limitation on a deficit basis which would require the sub- 
mission of a supplemental request for funds. Later, on the basis 
of the November 1958 crop production report, and later increases 
in the quantities of commodities being placed under price support, 
a second revision in the apportionment became necessary. On Febru- 
ary 3, 1959, in accordance with statutory requirements, the Director 
of the Bureau of the Budget reported the deficiency apportionment 
to the Speaker of the House of Representatives and the President 
of the Senate. The approval of the second reapportionment in effect 
authorized the Commodity Stabilization Service to use CCC admin- 
istrative funds at a rate at which they will be exhausted by May 
15, 1959. 

Characteristics of CCC operations: We are faced with a set of un- 
controllable circumstances in connection with the CCC administrative 
expense limitation since the amount required is directly related to the 
quantity of commodities handled under CCC programs: (1) It is not 
ossible to estimate with reasonable accuracy the amount of admin- 
istrative expense requirements for a fiscal year until at the earliest, 
about the middle of the fiscal year. This is because the size of crop 
production for individual commodities, the rate of feeding of livestoc 
and poultry, the volume of foreign and domestic use, and the resultant 
price and marketing conditions which determine the volume of CCC 
operations cannot be estimated with any degree of accuracy until most 
of the current-year crops have been harvested and moved, (2) the final 
estimate on which the appropriation act is based must be made before 
the crops involved are even planted and before the inventories to be 
carried into the budget year can be reliably estimated, (3) the volume 
of program operations is not subject to control, since the major price- 
support activities are mandatory and are necessarily conducted on an 
open-offer basis. Thus, the volume of work received cannot be con- 
trolled, (4) the workload created by CCC operations must be per- 
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formed as promptly as possible. It is represented by business-type 
transactions Yack as loan settlements, issuance and settlements of 
loading orders, warehouse payments, freight bill payments, settlements 
with banks, warehouse inspections, and many others. These trans- 
actions are in such huge volume and so important to so many people 
that failure to keep current creates many costly problems ne diffi- 
culties both for our field offices and for the producers, warehousemen, 
carriers, processors, banks, and others with whom the Corporation 
deals on a day-to-day business basis. 

Method of estimating requirements: Once the volume of business to 
be handled can be estimated, it is possible for us to make an accurate 
estimate of the administrative expense requirements through use of 
the results of a detailed work-measurement system which has been in 
operation since 1951. This is done through application of experi- 
enced production rates, in terms of the number of units of each kind 
of work that can be handled per man-day of personnel time, to the 
estimated number of work units to be handled. These production 
rates are determined currently on the basis of a detailed system of 
work measurement in each of the seven CSS commodity offices. These 
offices accounted for 80 percent of the total of 4,284 man-years worked 
on CCC functions and financed from the CCC administrative ex- 
pense limitation in the fiscal year 1958. A brief review of the method 
of estimating the requirements of these offices follows: 

(a) Program volume in terms of the quantities of each commodity 
placed under loan, acquired, sold, donated, reconcentrated, held at end 
of fiscal year, or otherwise handled, is estimated on basis of the latest 
crop production report and all other economic factors. 

(6) Using conversion factors based on measured experience, these 
quantity data are converted to the total number of each type of docu- 
ment or other work unit that will result from the commodity trans- 
actions anticipated during the fiscal year. 

(c) Based on actual work-measurement experience, in terms of 
production rates, the number of man-days of personnel time required 
to complete the handling of the estimated number of documents or 
other units of work to be received is calculated. 

(d) Application of existing average salary rates to the calculated 
man-years of personnel time required provides the estimate of the 
cost of personnel services to handle the estimated program volume. 

(e) Other object costs are estimated on the basis of known facts 
and past experience with respect to their relationship to program 
volume and personal services costs. 

Requirements for organizational units other than commodity offices 
are based on detailed quarterly reviews of their workload. 

Increased efficiency and cost reduction accomplished: Constant 
effort is being made to reduce the cost of handling CCC business by 
increasing efficiency. I am glad to say that we are able to report con- 
tinued substantial progress in this respect. Due to steadily increas- 
ing production rates, i.e., an increased number of units of work com- 
pleted per man-day of personnel time, we have been able to accomplish 
a considerably greater volume of work with fewer personnel in the 
CSS commodity offices than would have been required in earlier years. 
For example, it is estimated that 3,860 man-years will be required to 
process the CCC workload of the CSS commodity offices in the fiscal 
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year 1959. The fiscal year 1958 production goal was set at the actual 
1957 production level. During the fiscal year 1958, however, these 
offices actually produced at a rate of 8 percent higher than this goal, 
The production goal for the fiscal year 1959 was established at a 
point 4 percent higher than that actually accomplished in 1958, or 
12 percent higher than that accomplished in 1957. This means that 
instead of the 3,860 man-years currently estimated for 1959, the com- 
modity offices would have required 526 man-years more, or 4,386 man- 
years if they were producing at the 1957 level. 

Currently, through December 31, 1958, the actual production index 
is 102, which means that the offices are producing 14 percent above 
the 1957 level. 

This improvement represents actual increased efficiency accom- 
plished through development of quicker and more effective methods 
of doing individual items of work. The detailed work measurement 
system in use and the comparative analysis of production rates for 
individual work items for the various field offices which is made on 
the basis of the work status reports have been of great assistance in 
accomplishing these improvements. 

Analysis of supplemental request: The portion of the supplemental 
request which results from the increase in the volume of business to 
be handled over the volume anticipated at the time the 1959 budget 
estimates were prepared is $2 million. The justification material 
submitted to your committee shows in detail how this requirement was 
calculated. The remainder of $2,669,000 reflects the cost of the in- 
crease in Federal pay. 

Within the existing total limitation of $35,398,000 for 1959, the 
appropriation act set aside $1 million for use only in sales expansion. 
Accordingly, we have restricted the use of the $1 million to the pay- 
ment of the costs of the General Sales Manager’s Office. It appears 
that $465,000 is the maximum portion of this special limitation that 
will be required for this purpose this year. The remaining $535,000 
is not available for general operations of the Corporation and will 
remain unused. 

Program volume estimates.—The budget estimates for 1959 proved 
to be quite optimistic as compared with actual developments to date. 
These estimates contemplated a smaller investment in loans and inven- 
tories at the beginning of the fiscal year 1959 than actually occurred, 
a smaller volume of loans on 1959 crops, and a smaller volume of 
acquisitions of inventories during the fiscal year 1959 than presently 
estimated. 

It is estimated that the investment in price support loans and in- 
ventories on July 1, 1959, will be $9.1 billion compared with the 
estimate of $6.3 billion in the 1959 budget, an increase of 44 percent. 
The bulk of this investment is represented by CCC-owned commodi- 
ties and it is in connection with the maintenance of these inventories 

that the major part of the Corporation’s workload originates. The 
investment in inventories as of June 30, 1959, is expected to be about 
39 percent greater than the amount estimated in the 1959 budget. 

With respect to the volume of loans and commodity acquisitions to 
be handled during the fiscal year 1959, the budget estimates were 
furthest. off on cotton, corn, wheat, and other grains. Overall crop 
production in 1958 was at a record high level despite the smallest 
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harvested acreage in 40 years. We estimated in the 1959 budget that 
4.1 million bales of the 1958 cotton crop would enter the loan program. 
This supplemental fund request was prepared on the basis that 6.5 
million bales of 1958 crop cotton would enter the loan program during 
the fiscal year 1959, or 60 percent more than the volume estimated 
when our administrative expense requirements were formulated for 
the 1959 budget. As of February 6, 1959, 6.5 million bales of cotton 
already had been ao wed under loan, and loans will continue to be made 
through April 3¢ 

High vields a wheat and corn and on other grains have resulted 
in much heavier loans on and antic ipated acquisitions of these com- 
modities through loan forfeitures and purchase agreement deliveries 
than had been estimated in the budget. Overall, acquisitions of all 
grains are estimated at 1,342 million bushels during the current fiscal 
year, or 48 percent more than the 904 million bushels estimated in 
the 1959 budget. Estimated wheat acquisitions are up 242 percent 
and other grains, except corn, 37 percent. The major portion of corn 
acquisitions from the 1958 crop will take place in the fiscal year 1960. 

The 1959 budget estimates for wheat loans was extremely low. At 
that time it was contemplated that only 190 million bushels from the 
1958 crop would enter the loan program. It is now estimated that 
547 million bushels of wheat from the 1958 crop will be placed under 
loan—357 million bushels or 188 percent more than the estimated 
volume upon which the 1959 budget was based. Preliminary reports 
indicate that 533 million bushels of wheat had been placed under loan 
as of January 31, 1959, but this is not a final figure. These and other 
changes in the volume of business handled are, of course, directly 
reflected in corresponding changes in the number of transactions, doc- 
uments, and other units of work nec essary to be handled in the CSS 
commodity offices. The entire $2 million requested for program vol- 
ume increases is directly related to these offices. 

Pay act costs: The increase of $2,669,000 in administrative limita- 
tion for CCC represents additional costs due to Public Law 85-462 
and is composed of $2,155,121 for increased personal service costs; 
$139,400 for the cost of the Government’ s contribution to the retire- 
ment fund, $13,658 for the Government’s contribution under the Fed- 
eral Employees’ Group Life Insurance Act; $1,694 for the Federal 
Insurance Contributions Act (social security), and $359,127 the total 
additional transfers to cooperating agencies to cover their pay act 
costs. 

(3)- Acreage allotments and marketing quotas: Acreage allotment 
and/or marketing quota programs are authorized by title III of the 
Agricultural Adjustment Act of 1938, as amended. These programs, 
which are mandator y under certain conditions set forth in legislation, 
are designed to keep the production and marketing of tobacco, pea- 
nuts, wheat, cotton, and rice in line with demand in order to give each 
farmer a fair share of the available market and the total production. 

The proposed supplemental provides that an additional $506,200 of 
the current appropriation be transferred to “ Administre ative expenses, 
section 392, Agricultural Adjustment Act of 1938” to cover additional 
costs under the Pay Increase Act and increased postal costs under 
Public Law 85-426. Of the total increase in transfer, $492,700 is re- 
quired for increased salaries and related costs and $1: 3.500 for increased 
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postal costs. No increase in appropriation is involved. The transfer 
of additional funds to section 392 will permit the absorption of in- 
creased pay and postal costs within presently available funds. This 
absorption is possible only because farmers voted in favor of discon- 
tinuing the corn acreage allotment programs and funds to cover in- 
creased pay and postal costs were diverted from corn for such purpose, 
This estimate does not reflect supplemental requirements for carrying 
out the cotton provisions of the Agricultural Act of 1958. It has been 
determined that no estimate would be submitted until data become 
available upon which to base more accurate estimates of additional 
requirements. 

(4) Soil bank programs: The conservation reserve program was 
authorized for 5 calendar years from 1956 through 1960. The objec- 
tives of the program are to help adjust total crop acreage more nearly 
in line with demand by withdrawing cropland from production and 
to establish and maintain sound conservation practices on the land 
placed in the conservation reserve. It is a voluntary program under 
which producers sign contracts to place land in reserve, and the Gov- 
ernment, in return, assists producers by sharing the cost of establish- 
ing conservation practices, and by making annual payments during 
the term of the contract. 

The proposed supplemental estimate would increase the administra- 
tive expense limitation for the fiscal year 1959 by $308,750. This 
would provide an additional $225,770 for increased pay costs of the 
classified employees pursuant to the Federal Employees Salary In- 
crease Act of 1958, Public Law 85-462, and an additional $82,980 
for increased postal costs pursuant to the Postal Policy Act of 1958, 
Public Law 85-426. The increase in the administrative expenses would 
not require an increase in the total appropriation. 

Any absorption of pay and postal costs within the existing limita- 
tion in addition to the amount proposed in this estimate would have 
a very serious effect on the effective administration of this program. 
The 1959 budget estimate for this program was reduced by $2 million 
by the Congress. Based on experience with past programs it was 
not anticipated that farmer interest would increase to the tremendous 
extent that has been demonstrated in this fiscal year. As you may 
be aware, applications for contracts were received in an amount cover- 
ing over 20 million acres whereas under the authorization available 
only about 13 million acres could be accepted. The administrative 
costs resulting from this demand have been greatly in excess of that 
contemplated in the 1959 budget. We are receiving almost daily com- 
munications from field offices expressing their views that present 
funds are greatly inadequate for doing an effective job. If the limita- 
tion were not increased as requested, these deficiencies and difficulties 
would be intensified. 
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CommopiTy CREDIT CORPORATION 
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Object classification 


COMMODITY STABILIZATION SERVICE 


i  ohmendibemenne 
07 Other contractual services: 
Advanced to- 
“Administrative expenses, sec. 392, Agricultural 
Adjustment Act of 1938”’ (7 U.S.C, 1392) peated 
‘Local administration, sec. 388, Agricultural Ad- 
justment Act of 1938, Agriculture’ (7 U.S.C. 
1388) ..-- diadbeaanriey ' hate ebigntossiniteenaiiaatatellas 
Supplemental pay increases (Public Law 85-462) __.__- 
Supplemental postal increases (Public Law 84-426 
11 Grants, subsidies, and contributions: 


Conservation reserve payments 


Total, Commodity Stabilization Service 


ALLOTMENT ACCOUNTS 


Total number of permanent positions___.............-- 
Full-time equivalent of all other positions 
Average number of all employees_.._...........--...----.--- 
Number of employees at end of year-- 


01 


Personal services: 
Permanent positions___....._- 
Positions other than permanent 
Other personal services 


Total personal services 
02 Travel - Se gee ccrdtacic seats 
03 Transportation of things_- 


04 Communication services__.........- 
05 Rents and utility services. .................- 
06 Printing and reproduction._........_..... 


07 Other contractual services__........-- 
Services performed by other agencies 
Supplemental pay increases (Public Law 85-462) 

Supplies and materials_- 

09 Equipment. 

11 Grants, subsidies, and contributions. 

13 Refunds, awards, and indemnities_ 

15 Taxes and assessments 


Total, allotment accounts... 


Total obligations 

Obligations are distributed as follows: 
Commodity Stabilization Service - 
Agricultural Conservation Program Service. 
Forest Service_-..-.-- 
Soil Conservation Service 
Office of the General Counsel -- 
Office of Information. _- 


Mr. THomas. We will look now 
gram. This is the soil bank. 
(The pages referred to follow :) 


CONSERVATION RESERVE 


(H. Doc. 58) 
Administrative expense limitation: 


Existing limitation, 1959 
Proposed increase in limitation, 1959 


Revised limitation, 1959_- 


1959 presently 
available 


$100, 000 


1, 800, 000 


12, 750, 000 


27, 016, 576 
141, 666, 576 


50 | 
26 | 
125 | 
50) 


$685, 417 
79, 630 
2, 186 


767, 233 
42, 300 
800 
11, 000 
3, 000 
4, 200 
55, 840 
16, 152 


20, 397 

2, 400 

2, 408, 272 
10 

1, 820 


3, 333, 424 
145, 000, 000 


141, 666, 576 
21, 424 

2, 596, 000 
656, 500 

51, 000 

®, 500 


PROGRAM 


1959 revised 
estimate 


$100, 000 


| 
1, 960, 010 | 


12, 836, 900 
[+-164, 020) 
[+-82, 980] 


126, 722, 176 


141, 619, 176 | 


50 
26 


AO | 





$746, 214 | 
79, 630 | 
2, 186 | 


828, 030 | 
42, 300 | 

800 | 

11, 000 | 
3, 000 


4,200 | ; 


55, 840 
16, 152 | 
[+61, 750] 
20, 397 | 
2. 400 
2, 393, 922 
10 


9 =>: 


3, 380, 824 
145, 000, 000 


141, 619, 176 
21, 424 

2, 596, 000 
703, 500 

51, 000 

&, 900 


$1 


ere 


——— 
1959 increase 
(+) or de- 


crease (~ 


+ $160, 100 


+-86, 900 
[+164, 029) 
(+82, 989} 


— 294, 400 





[+$61, 750} 


~14, 350 
+953 


+47, 400 


— 47, 400 


+47, 000 


+400 


at your conservation reserve pro- 
Put pages 1 and 2 in the record. 


6, 000, 000 
-+-308, 750 





6, 308, 750 
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PROPOSED LANGUAGE 


“The limitation under this head in the Department of Agriculture and Farm 
Credit Administration Appropriation Act, 1959, on the amount available for ad- 
ministrative eapenses, is increased from ‘$16, 000, 000° to ‘$16,308,750.’ 


EXPLANATION OF LANGUAGE 


Om ar 


This proposed provision is to provide $225,770 for increased pay costs pur- 
suant to Public Law 85-462 and $82,980 for revised postal rates pursuant to 
Public Law 85-426. This authorization is to increase the administrative ex- 
pense limitation only; no increase in the total appropriation is necessary. 


PURPOSE AND NEED FOR INCREASE IN LIMITATION 


Activities under this appropriation.—Conservation reserve programs are au- 
thorized for 5 calendar years from 1956 through 1960. The objective of the 
program is to help adjust total crop acreage more nearly in line with demand 
by withdrawing from 30 to 35 million acres of cropland from production and 
to establish and maintain sound conservation practices on the land placed in 
the conservation reserve. It is a voluntary program under which farmers sign 
contracts, and the Government, in return, assists producers by sharing the 
cost of establishing conservation practices, and by making annual payments 
during the term of the contract. The Soil Bank Act provides that the Secre- 
tary may not enter into contracts with producers which would require payments 
to producers in excess of $450 million in any calendar year. The 1959 Appropri- 

ation Act changes this limitation to $375 million for the calendar year 1959. 

Producers participating in the program receive up to 80 percent of the cost 
of establishing permanent conservation practices on the land and an additional 
annual rental for the land placed in the reserve. The annual payment, of about 
$13.50 an acre nationally, is based on the value of the land for producing crops, 
land rent rates in the locality, and necessary incentive to encourage participa- 
tion. The payments are made by negotiable sight drafts which are redeemed 
by the Commodity Credit Corporation. 

Need for increase in limitation.—The administrative expense limitation ap- 
plicable to “Conservation reserve program” in the Department of Agriculture 
and Farm Credit Administration Appropriation Act, 1959, was based on salary 
scales and postal rates in effect prior to enactment of Public Law 85-426, which 
raised postal rates, and Public Law 85-462, which increased employee salaries. 
An increase of $308,750 in the administrative expense limitation is therefore 
required to provide for the increased costs resulting from enactment of Public 
Law 85-426 and Public Law 85-462. The proposed increase in the administrative 
expense limitation will make it possible to absorb the increased costs without 
the appropriation of additional funds. The amount of $225,770 included for pay 
costs involves approximately 239 man-years for National and State employees, 
out of which $10,423 is for contribution to the retirement fund, Federal Em- 
ployees Government Life Insurance and Federal Insurance Contributions Act. 
The amount of $82,980 is for the additional postal costs that result from in- 
creasing postal rates. Ne increase in appropriation is necessary since the 
increase in the administrative expenses will be met from program funds not 
required in the fiscal year 1959 for payments to producers participating in the 
conservation reserve. 


Mr. Tuomas. You are not looking for any money here, you are 
looking for an increase of $308,750 by virtue of raising the limitation. 
The limitation under this heading in the Department. of Agriculture 
and Farm Credit Administration Appropriation Act, 1959, on the 
amount available for administration expenses is increased from $16 
million to $16,308,750. 

You want it to take care of two items here, $82,980 for revised postal 
rates, and $225,770 for increased pay costs. Is that correct? 
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Mr. Beacu. $225,770. 

Mr, Tuomas. That tells the tale, does it not? 

Mr. Bracu. Yes. : 

Mr. Tuomas. You say that conservation reserve programs are au- 
thorized for 5 calendar years from 1956 through 1960. In other 
words the soil bank will be dead January 1, 1961, unless it is extended?! 

Mr. Beacu. Yes, sir. 

Mr. Tuomas. And let me read this: 

The objective of the program is to help adjust total crop acreage more nearly 
in line with demand by withdrawing from 30 to 35 million acres of cropland 
from production and to establish and maintain sound conservation practices 
on the land placed in the conservation reserve. It is a voluntary program under 
which farmers sign contracts, and the Government, in return, assists pro- 
ducers by sharing the cost of establishing conservation practices, and by making 
annual payments during the term of the contract. The Soil Bank Act provides 
that the Secretary may not enter into contracts with producers which would 
require payments to producers in excess of $450 million in any calendar year. 
The 1959 Apvropriation Act changes this limitation to $375 million for the 
calendar year 1959. 

What is the amount involved for 1960? 

Mr. Beacu. $375 million is the authorization for 1960 requested in 
the current budget. 

Mr. Tuomas. The same as in 1959 ? 

Mr. Beacu. That is an advance authorization. 

Mr. Tuomas. Have you spent pretty well or obligated the $375 
million for 1959 ? 

Mr. Beacu. We have had demands for contracts considerably in 
excess of the availability of that limit for the 1959 program. About 
20 million acres were applied for. We could take only 13 million. 


PAY COSTS 


Mr. Tuomas. How many jobs do you have under this program and 
what was the total cost of your pay act? 

Mr. Bracu. This program is operated through ASC State offices. 
We have a consolidated account for these offices into which each 
of the appropriations pays a share depending on workload. The total 
cost of the pay increase for this particular appropriation was $164,020, 
that share of the total appropriation. 

Mr. Txromas. You are asking $225,770 here. It must have been 
more than that. 

Mr. Grant. The total under all agencies which operate under this 
a includes the Commodity Stabilization Service, the 

orest Service, and all of them—is $236,780 in terms of cost. 

Mr. Tuomas. So you absorbed about $7,000? 

Mr. Grant. That is correct, within the limitation. This proposal 
is an increase in limitation of the amount that can be used for admin- 
istrativeexpense. It does not change the appropriation. 

Mr. Tuomas. I understand, but when you increase that limitation 
you are increasing the expenditure. 

Mr. Grant. That is correct. 

Mr. Tuomas. Any questions, anyone? 

Mr. Jensen. Are you asking for funds in this supplemental to pay 
those other 20 percent of the farmers or more that cannot be paid 


under your conservation reserve program who wish to make applica- 
tion for such participation ? 
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Mr. Bzacu. No, sir. This amount would cover only the employees 
required to carry out the workload on contracts that are accepted in- 
duding the workload that results from the tremendous demands 
for contracts. There is a tremendous amount of increased workload. 


PARTICIPATION OF FARMERS 


Mr. Jensen. I understand that. How do you propose to satisfy 
these many farmers who are left out of the conservation reserve pro- 
am because of inadequate funds to pay that which the Department 
of Agriculture said they would pay to all farmers who desired to par- 
ticipate in the conservation reserve program ¢ 
r. Bercer. I think possibly you must keep in mind that there are 
two phases of the soil bank, the acreage reserve and the conservation 
reserve. 

Mr. Jensen. Yes; and I recognize your acreage reserve is out. 

Mr. Bercer. The acreage reserve is out and that is where we had 
the problem. In the conservation reserve program they are allowed 
to make bids and the man who is willing to lease his land on the most 
equitable basis to the Government is the one whose contract we have 
been accepting. 

Mr. JENSEN. I recognize that, but did not the Department of Agri- 
culture, who acts as Uncle Sam, as all agencies of the Government 
do, did not the Department of Agriculture say that all the farmers of 
America who wished to participate in the conservation reserve pro- 
gram would have that i rk ag ty? 

Mr. Bercer. Are you thinking of the program we are running at the 
present time for 1959? 

Mr. Jensen. That is right, the one you are running at the present 
time. I am talking about the conservation reserve section of your 
soil bank. 

Mr. Berger. That is correct. We have made no commitments to 
the farmers that we would take them all. We have told them through 
press releases and other information we have put out to them all the 
way along in the present program that we were going to establish a 
relative value on every farm and give it to the man who was willing 
to rent his land to the Government at the lowest price. 

Mr. JENSEN. You are going to run out of money ? 

Mr. Beacu. Authorization, yes, sir. 

Mr. JensEN. There is no question at all but what every farmer 
thought that he would have an opportunity to participate in the con- 
servation reserve program. True he bids, and you say you are tak- 
ing the low bids now and signing contracts ? 

Mr. Bercer. That is right. 

Mr. Jensen. All right. Here is another farmer that has very 
productive land, very expensive land. Naturally he bids higher than 
the man with the low-producing land. My question is, how are you 
going to do justice to those farmers who, under the limitation, cannot 
participate in the conservation reserve program? Do you propose to 
not permit them to sign up or do you propose to ask Congress for 
additional funds to satisfy all the farmers who believe they have a 
right to participate ? 

Mr. Beacu. There is no budget proposal for an increase in the au- 
thorization for the signup, sir. 
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Mr. Jensen. So you are running up against the same problem that 
you had last year in the acreage reserve section of the soil bank when 
the Congress found it necessar y to make Uncle Sam’s word good to the 
farmer by appropriating an additional 

Mr. Bracu. $279 million. 

Mr. JENSEN. "$279 million in order that Uncle Sam would keep his 
word with his ‘nephews, the farmers. Are we running up against that 
same proposition again ? 

Mr. Bercer. We do not think we are. 

Mr. Manwarrna. We are handling it differently this time. This 
time we went out with a program to the individual farmer in which 
we explained to them the priority that would be used in determining 
who would get a contract and who would not. We explained we were 
giving each of them what the county committee considered to be a 
fair evaluation of their farm; that we would permit the farmer, if he 
desired to do so, to offer us a contract below this fair value; that we 
would take the lowest bid on that evaluated base first and work up as 
far as we could go. 

I cannot say all of them understood that, but our county committee- 
men were told to be sure they understood the basis on which the con- 
tracts were accepted. So we think we are on a different basis than 
on the acreage reserve where we took them on a first-come-first-served 
basis. This was a different method entirely. 

Mr. Jensen. I may say in all frankness that you are favoring the 
farmer that has let’ his farm go to pot, so to speak. 

Mr. Manwarinec. We do not think so. 

Mr. Jensen. He makes the low bid, naturally. The man who has 
had a good rotation program on his farm, a good soil conservation 
program operating on his farm for years and has kept his land in 
a wonderful productive state is the man, of course, who has to make 
the high bid, and he is the man who has added very little to our 
price-depressing surpluses which are bothering us today to such a 
great extent. The other fellow that is being favored in this program 
is the fellow who has mined his land, produced to the greatest extent 
possible, and added to our surpluses. So he is the fellow being 
favored under this program, as I see it. If I am wrong I shall be 
glad to have you correct me. 

Mr. Manwarine. We set up this program attempting to avoid the 
very thing you are talking about. We asked the county committee 
to evaluate the land on the basis of the aver age being 100 percent, the 
above average above that, and the below average below that. That 
is by counties and in some cases by areas. So we felt each farmer 

had his fair place in that scale. 

Then we established a payment rate for the average, for those 
above average, and for those below average. The farmer who bid, 
therefore, against his own evaluation by the county committee was 
then accepted on the basis of the relation of this bid to his own 
evaluation and not on a per acre basis. In other words, if he had 
a $15 valuation and bid $13 he was accepted before the man who 
had an $8 evaluation and bid $7.99. So we attempted to iron out 
these inequities that could creep in. 

Now, we did do this, which to some extent puts us a little bit in 
the position you are talking about. Because we felt as though we 
could not live with an exceptionally high per acre rate we did not 
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accept any contract at $25 or more. They all had to be under. So 
we tried to iron out those problems. 

Mr. Jensen. I do not want to burden the record too much, but I 
still contend and I think the record will show that my assumption is 
pretty near the correct situation as it exists today. Of course we can 
continue, as I have said many times, revamping, revising, and repatch- 
ing this farm program until doomsday and when we get through 
we will be in about the same fix as we were when we started. When 
we realize horses and mules used to eat the production of 43 million 
acres of land, when the iron horses came into vogue we should have 
fed this surplus grain that we have produced with every kind of 
professional technical help and new methods, new hybrids, and new 
methods of fertilizing until we now have this terrific surplus piled 
up—we should have processed this surplus grain a long time ago into 
alcohol and fed it to the iron horses like they did in Brazil when they 
had an oversupply of sugar. They refined the sugar into alcohol 
and: passed a law requiring that they use it up in power fuel. And 
they did the same thing in Germany. But we sit here and spend 
billions of dollars every year to carry out a farm program that is not 
effective and never will be effective. 

We are spending billions every year and in the long run it will do 
no good to anyone, including the farmer. There is but one solution 
and that is to use our surplus grains in power alcohol. 

That is all, Mr. Chairman. 


ACREAGE ALLOTMENTS AND MARKETING QUOTAS 


Program and financing 



































— wapniet m 7 
11959 presently| 1959 revised | 1959 increase 
available estimate (+) or de- 
crease (—) 
1 | 
Program by activities: : 
Acreage allotments and marketing quotas (total obliga- 
ee i) eh dkcbiah. obi otesbdidh<baeoshhiee deh $39, 715,008 | $39, 715, 000 |......._..--.. 
Supplemental required for pay increases..-......--...---- a (+-$492, 700) 
Supplemental required for adjustments in postal rates_-_- Te, COEF Tc annnanneens | (+13, 500) 
|—-—_-———_- — ~ | 
Total obligations..............-.------------.--.------| 30,715,000 || 39,715, 000 |...........-.. 
ee a a ae ee SS ees stlereedbecesiteath 
New obligational authority. --................-------.-- 39, 715,000 | 30,715,000 }.............. 
Object classification 
Maite ty aniacstaiaieata if cit ace aie etait ] 
11959 presently} 1959 revised | 1959 increase 
| available estimate (+) or de- 
crease (—) 
| 
othe - tee mare rrer 
0 Printing and reproduction-_- boito. udiiien sie baad $289, 950 | 9200; G00 | sc5. 8 cco 
@ Other contractual services: 
Advanced to 
“‘Administrative expenses, sec. 392, Agricultural | | 
Adjustment Act of 1938”’ (7 U.S.C. 1392) 6, 380, 100 | 6, 886, 300 | +$506, 200 
‘Local administration, sec. 388, Agricultural | 
Adjustment Act of 1938” (7 U.S.C. 1388) -...---- 33, 044, 950 32, 538, 750 | —506, 200 
Total obligations. _- id __| 39,715, 000 COTTA GNO bois esc eccs 
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Mr. Tuomas. We will insert pages 1 and 2 of the justifications jp 
the record. 
(The matter referred to follows :) 
CoMMoDITY STABILIZATION SERVICE 
(H. Doc. 58) 


Acreage allotments and marketing quotas: Administrative expense 
limitation : 





ee Iemeeom, Been cise imackates teams $6, 380, 100 
Proposed increase in limitation, 1959_.....---_---_.-.--_--_--- +506, 200 
STACI UE UO ct clas wi cies buclsesebecnncaucentonee 6, 886, 300 


PROPOSED LANGUAGE 


“The limitation under this head in the Department of Agriculture and Farm 
Credit Administration Appropriation Act, 1959, on the amount which shall be 
transferred to the appropriation account ‘Administrative expenses, section 392, 
Agricultural Adjustment Act of 1938’, is increased from ‘$6,880,100’ to 
‘$6,886,300".” 

EXPLANATION OF LANGUAGE 


The proposed provision is to authorize transfer of an additional $492,700 to the 
appropriation account “Administrative expenses, section 392, Agricultural Ad- 
justment Act of 1938,” for increased pay costs under Public Law 85-462 and 
$13,500 for revised postal rates pursuant to Public Law 85-426. No increase in 
appropriation is required. 


PURPOSE AND NEED FOR INCREASE IN LIMITATION 


Activities under this appropriation.—This appropriation provides funds to 
carry out acreage allotment and marketing quota programs authorized by title 
III of the Agricultural Adjustment Act of 1938, as amended. These programs 
are designed to keep the production of the basic commodities tobacco, peanuts, 
wheat, cotton, and rice in line with demand, in order to give each farmer a fair 
share of the available market and total production required. Corn farmers in 
November 1958 voted in favor of elimination of corn acreage allotments beginning 
with the 1959 crop. 

Acreage allotments, when necessary, are established at national, State, and 
county levels (only at State level in the case of tobacco). In general, the 
acreage allotted to any county is apportioned by farmer-elected county com- 
mitteemen. National marketing quotas must be proclaimed whenever the total 
supply for the basic commodities, except corn, reaches a level specified in the 
Agricultural Adjustment Act of 1988, as amended. However, quotas do not be- 
come effective unless approved by two-thirds of those voting in a farmer 
referendum. 

Compliance with acreage allotments and marketing quotas, when they are 
in effect, has been a requirement for eligibility for price support under the 
provisions of the Agricultural Act of 1949. Also, excess marketing of commodities 
which are under quotas is subject to penalties. Local administration of allot- 
ments and quotas is carried out by State and county agricultural stabilization 
and conservation (ASC) committees. 

Need for increase in limitation—The administrative expense limitation ap- 
plicable to “Acreage allotments and marketing quotas” in the Department of 
Agriculture and Farm Credit Administration Appropriation Act, 1959, was 
based on salary scales and postal rates in effect prior to enactment of Public 
Law 85-426, which raised postal rates, and Public Law 85—462 which increased 
employee salaries. An increase of $506,200 in the administrative expense 
limitation is therefore required to provide for the increased costs resulting from 
enactment of Public Law 85-426 and Public Law 85-462. The proposed increase 
in the administrative expense limitation will make it possible to absorb the 
increased costs without the appropriation of additional funds. 
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The increase of $492,700 consists of $459,648 for salaries, $29,956 for the 
Government’s contribution to the retirement fund, and $3,096 for the Govern- 
ment’s contribution under the Federal Employees’ Group Life Insurance Act 
and the Federal Insurance Contributions Act (social security). The increased 
requirements are to cover these increased costs for approximately 810 man- 
veThe estimate of increased pay costs is 10.32 percent of the estimated obliga- 
tions (at the old rates) to be incurred in the fiscal year 1959 for personal services ; 
6.5 percent of the increased salary costs for the Government’s contribution to 
the retirement fund; 0.5 percent for the Government’s contribution under the 
Federal Employees’ Group Life Insurance Act; and 0,1 percent for the Govern- 
ment’s contribution under the Federal Insurance Contributions Act (social 

rity). 
The ATE of $13,500 for increased postal costs is based on obligations in- 
curred under this appropriation at the old rates in 1958 plus 33.3 percent. 

Mr. Tuomas. You are asking for an increase of $506,200 in limita- 
tion. You are proposing that the limitation under the administrative 
expense limitation “in the Department of Agriculture and Farm 
Credit Administration Appropriation Act, 1959, on the amount which 
shall be transferred to the appropriation account ‘Administrative 
expenses, section 392, Agricultural Adjustment Act of 1938’, is in- 
creased from ‘$6,380,100’ to ‘$6,886 300’. ” 

You say “The proposed provision is to authorize transfer of an 
additional $492,700 to the appropriation account ‘Administrative ex- 
penses, section 392, Agricultural Adjustment Act of 1938, for in- 
creased pay costs under Public Law 85-462 and $ $13,500 for revised 
postal rates pursuant to Public Law 85-426. No increase in appropria- 
tion is required.” 

That is for pay act costsand mail. Isthat true? 

Mr. Beacu. That is correct. 

Mr. Tuomas. Gentlemen, we will see you in the morning at 10 
o'clock. 


Turspay, Fepruary 24, 1959. 
Commopiry Crepir CorPoRATION 


LIMITATION ON ADMINISTRATIVE EXPENSES 


Program and financing 





| Presently | Rev ised, | 





available, | 1959 Difference 
| 1959 | | 
Program by activities: } 
1, Price support program aoe dank wasedead : $31, 361, 900 | $35, 753, 900 | +$4, 392, 000 
2. Storage facilities program Seer nen ocheacon : 1, 722, 000 | 1, 855, 000 +133, 000 
3. Commodity export program.___....---- sin | 1, 178, 000 1, 265, 000 | +87, 000 
Subtotal. _- ica es asin cease nik conidia: | 34,261,900 | 38,873,900 | +4, 612, 000 
4. Special milk program os ee a ee 601, 100 658, 100 0 | +57, 000 
Total administrative expenses ; aeebde 34, 863, 000 39, 532, ‘000 | +4, 669, 000 
Financing: Unobligated balance no longer available Sihnted 535, 000 535, 000 
EE. sic tenccnciceukaeocensde oad | 35, 398, 000 40, 067, 000 +-4, 669, 9, 000 
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Administrative expenses by objects 











| | 
| Presently | Rev ised, 1959| Difference 
javailable, 1959 
| 
COMMODITY STABILIZATION gERVICE | 
Total number of permanent positions__-_-_._-__- thtansaemion $4, 700 | 5, O71 +-$371 
Full-time equivalent of all other positions.._......_...._....-- 52 | 80 +28 
Average number of all positions...--.-..........-..---...---- | 4, 480 | 4, 748 +268 
Number of employees at end of year_._...........--- ee 4, 500 | 4,612 +112 
Personal service obligations: 
Permanent positions.--__-- Sata ee Sees ae Manin $20, 251,732 | $23, 623, 889 | +-$3, 372, 157 
Positions other than permanent pales 189, 970 287, 934 +-97, 964 
Other personal services__.__.-_._- =f ; 618, 576 618, 576 ee 
Total personal service obligations. _.........-- ---..--| 21,060,278 | 24, 530,399 +-3, 470, 121 
eet ee ee eet 920, 000 | 970, 000 +50, 000 
03 Transportation of things............_- 165, 000 175, 000 | +10, 000 
04 Communication services__.........____- oie oe: 769, 000 | 794, 000 | +-25, 000 
05 Rents and utility services....................._________ 4, 056, 000 | 4, 456, 000 | +400, 000 
06 Printing and reproduction --_-___.-- silisidapeigindatiien ‘ — 1, 008, 000 1, 108, 000 +100, 000 
07 Other contractual services. __._..____.________. Otek | 568, 842 586, 500 | +17, 658 
Services performed by other agencies__._..._-- — 4, 518, 773 4, 877, 900 +359, 127 
08 Supplies and materials_..........____- oo tae z 482, 000 492, 000 | +10, 000 
11 Grants, subsidies, and contributions_................._- 1, 220, 600 1, 445, 000 | +224, 400 
13 Refunds, awards, and indemnities-_-_._..............__.--| 57,000 | 57,000 |....-- oa 
Se EEN Ee AE eee eres fe -| 37, 507 | 40, 201 | +2, 604 
I a a Ne apt | 34,863,000 | 39, 532, 000 +-4, 669, 000 





Mr. Tuomas. Gentlemen, will the committee please come to order? 

We were talking with our distinguished friends from the Depart- 
ment of Agriculture yesterday, and we will now take up the next 
item, “Limitation on administrative expenses, Commodity Credit 
Corporation.” The increase requested, is in the amount of $4,669,000. 
There are two items: One is pay and the other is increased program. 
The pay item is in the amount of $2,669,000, and the increased program 
is in the amount of $2 million. 

The prepared statement of Mr. Berger was given to the committee 
yesterday. 

At this point in the record we will insert pages 1 through 5 and 
the tables on pages 6 and 7 of the justifications. 

(The pages referred to follow :) 


COMMODITY CREDIT CORPORATION 
(H. Doe. 58) 
Administrative expenses, Commodity Credit Corporation 


Request, by increase in limitation on use of corporate funds______-_- $4, 669, 000 
Nene ee nn cence cabnansudatedmesel ciasinaneeianandeidous 35, 398, 000 
I OID OI sis cemnen'esenevlipenonememeseneneeeenabiai 18, 639, 932 
crn i See ee ..-— 15, 711, Ss 
| a en a ee 45, 300, 000 


Employment : 
Average number current limitation ............................... 
Average number involved this estimate___________ ie si}. 268 
Average employment, December 1958 


PROPOSED LANGUAGE 


“The limitation under this head in title II of the Department of Agriculture 
and Farm Credit Administration Appropriation Act, 1959, on the amount avail- 


able for administrative expenses of the Corporation, is increased from ‘$35,398,- 
000° to ‘$40,067,000’.” 
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EXPLANATION OF LANGUAGE 


The proposed language would increase the total fiscal year 1959 administrative 
expense limitation for CCC by $4,669,000, to provide $2,669,000 for added salary 
costs resulting from the Pay Act (Public Law 85-462) and $2 million for in- 
creased program costs. 


PURPOSE AND NEED FOR INCREASE IN ADMINISTRATIVE EXPENSE LIMITATION 


Activities under this administrative expense limitation.—Price support and 
related activities are carried out by the Commodity Credit Corporation, which 
was created for the purpose of stabilizing, supporting, and protecting farm income 
and prices. Prices are supported by loans to, or purchase agreements with 
producers and by direct purchases of commodities. Loans are nonrecourse and 
if not repaid by the producer, the Corporation takes title to the commodities in 
satisfaction of the loan. The Corporation protects and stores its inventories 
using regular trade facilities to the fullest extent possible. Commodities ac- 
quired under price support programs are sold, bartered or donated in accordance 
with policies which will not disrupt markets and prices. Price support opera- 
tions are financed by funds borrowed from the Treasury under the Corporation’s 
authorized borrowing authority of $14.5 billion, sales proceeds, and loan 
repayments. 

Administrative expenses, also payable from corporate funds, are limited to 
specific amounts in the annual appropriation acts of the Department. The 
amount of funds needed for administrative funds is directly proportionate to 
the volume of price support operations such as loans made, repaid, and forfeited ; 
commodities purchased, sold, and donated; and the level of loans outstanding 
and commodities in inventory. Administrative expenses cannot be estimated 
accurately very far in advance because they are dependent on forecasts of the 
volume of price support operations. This volume depends upon numerous and 
varying unpredictable economic factors affecting prices of agricultural com- 
modities which must be foreeast a year or more in advance and then related to 
the estimated production of commodities, the bulk of which have not even been 
planted. In addition, the level of operations of the Corporation are influenced 
by such uncertainties as agricultural production abroad, world as well as domes- 
tic economic conditions, weather, exports, and constant changes in supply and 
demand. Also, the Corporation has no control over the volume of work because 
price support is mandatory under the law for the bulk of the commodities going 
under support. Offers are made to producers at large and as long as the com- 
modity meets minimum standards of eligibility the Corporation cannot refuse 
to accept the commodity for price support. As a result of the unpredictable 
nature of workload it has been necessary for the Corporation to submit a supple 
mental estimate in 4 of the last 5 years. 

Need for increase in administrative expense limitation.—It is estimated that 
an additional $4,669,000 over the amount presently available will be required for 
CCC administrative expenses in the fiscal year 1959. This increase consists of 
(1) an increase of $2,669,000 for personal services and related costs resulting 
from the Pay Increase Act, Public Law 95-462, and (2) a net increase of $2 
million due to a volume of price support operations considerably in excess of 
what was expected when this item was considered last year. This increased 
volume of price support activity, as well as the inability to absorb increased pay 
costs, is directly attributable to a record production from 1958 crops despite the 
smallest harvested acreage in 40 years. 

The Corporation uses a detailed work measurement system in computing its 
administrative expense requirements. This system provides accurate cost data 
based upon individual production rates for each type of day-to-day transactions. 
The estimated increase of $2 million due to increased program volume is based 
upon individual production rates applied to the number of transactions required 
by the anticipated program volume for 1959. Details of the. estimate are con- 
tained in the justification which fotlows. 


Justification for supplemental estimate, fiscal year 1959, for administrative 
expenses, Commodity Credit Corporation 
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The total increase of $4,669,000 consists of (1) an increase of $2,669,000 for 
personal services and related costs resulting from the pay increase act, Public 
Law 85-462, and (2) an increase of $3,290,000 due to an estimated increase in 
the volume of program operations of the Corporation, and (3) a decrease of 
$1,290,000 in the contingency reserve. 

(1) Increase of $2,669,000 for pay act costs.—This estimate is based on the 
use of the total limitation of $35,398,000 for program operations, less $535,000 
the estimated unobligated balance of the special limitation for sales expansion, 
Of the $2,669,000 for pay costs, $2,155,121 represents increased personal service 
costs. In determining this amount, the estimated average increase for personal 
services (10.32 percent of the former pay scale) was used. 

Other increases consist of $139,400 for the Government’s contribution to the 
retirement fund, $13,658 for the Government’s contribution under the Federal 
Employees’ Group Life Insurance Act, $359,127 for the total additional transfers 
to cooperating agencies, and $1,694 for the Federal Insurance Contributions 
Act (social security). 

(2) Increase of $3,290,000 for program volume.—Record crops of wheat, corn, 
barley, sorghum grains, and soybeans were harvested in 1958, which with the 
very large carryover stocks, has resulted in unprecedented total supplies of 
these commodities, and burdensome carryovers largely in Government hands, 
This results in increased work for Commodity Credit Corporation. The heavier 
than anticipated volume of loan and inventory activity shown below, indicates 
increased workload and precludes the absorption of any of the above pay act 
costs. 

Loans made: When the 1959 budget estimates covering the administrative 
expense limitation of the Commodity Credit Corporation were prepared, they 
were based on estimated program volume relating to crops, many of which had 
not been planted. As indicated above, the budget estimates were not high 
enough. Based on current estimates, nearly three times as much wheat will 
be put under loan than had been expected. Sixty percent more cotton will 
be put under loan and the volume of other grain loans made will be about 35 
percent greater than estimated in the budget. 

Acquisitions: The acquisition of wheat through forfeiture of loan coilateral 
and purchase agreement deliveries will be nearly 3% times greater than pro- 
vided for in the budget and other grain acquisitions will be 37 percent higher 
than had been anticipated. Partially offsetting these increases, are decreases 
of 18 percent in corn acquisitions and 33 percent in cotton, however it is now 
estimated that 1.5 million tons of cottonseed and nearly 500,000 pounds of crude 
and refined cottonseed oil will be acquired. The budget estimates made no 
provision at all for this program. 

Ending inventories: As a result of increased acquisitions and decreased dis- 
positions, inventories will rise sharply. Corn inventory is expected to increase 





27 percent, wheat and all other grains 67 percent. Dairy inventories are ex-— 


pected to be more than four times the budget estimate. 

Impact on CCC administrative expense requirements: The impact of increased 
program volume primarily affects the operations and financial requirements of 
the seven field offices, known as CSS commodity offices. The workload and 
expenses of these offices vary directly with the volume of commodities handled 
and are estimated on the basis of a detailed work measurement system. This 
workload is comprised of loan making and repayment, and the acquisition, man- 
agement, and disposition of inventories. This involves the negotiation and allo- 
cation of storage space, inspections of storage facilities and commodities, pay- 
ments of warehouse charges and amounts due on settlements of loading orders, 
issuance and control of loading orders for the disposition and reconcentration of 
commodities, handling of bills of lading, payment of freight bills and negotia- 
tions, payments and billings in connection with the purchase and sale of these 
commodities. With the extension of the payment-in-kind program to corn and 
feed grains the volume of applications for exnort payment examined and of 
export payment certificates has increased significantly. In addition, with the 
increase in the loan program it has been necessary to utilize the electronic data 
processing equipment on multiple shifts during peak periods. The program 
volume and workload of the CSS commodity offices are reflected in tables T and 
II which are attached. Table I shows the volume as now estimated as compared 
with the estimate at the time the budget was submitted. Table II reflects the 
estimated detailed daily operations based on the program volume in table I. 
These include 56 different measurable operations for which a standard perform- 
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ance rate has been established based on previous experience. From this, the 
number of required employees is determined for these direct operations. 


Pe eee eT Ss Te ee eee eae eee ee eee ees a eS 








Commodities Budget esti- | Current esti- | Percentage 
mate, 1959 mate, 1959 change 
nin arusiianedl ae rata 
Joans made: 
RE ti. thatitenabite bbe <4 ophdanckcrpreaenesiot bushels_ 358, 200, 000 480, 500, 000 +34 
Sn cnn eci bh cbnintenn bel. agedessshbiaiies an’ bales _- 4, 079, 000 6, 540, 000 +60 
in sien svemeegnebentnepaluntss— eG satel bushels_ 190, 000, 000 547, 500, 000 +188 
eo ann cuke aha en imaeenemeet hundredweight _- 15, 300, 000 8, 000, 000 —48 
i oie iri aietsmnenmmaee gal bushels__ 448, 600, 000 611, 742, 000 +36 
Acquisitions: 
deer SES on uctastenn dusk oie achindiip eaten ae bushels 364, 000, 000 299, 033, 000 —18 
ii. ceases Usceedeursanchennetatamiaapeas bales 3, 530, 000 2, 366, 000 —33 
ce aa bushels 146, 500, 000 501, 697, 000 +242 
I oe elt omtining lh bon abate hundredweight-. 15, 300, 000 8, 043, 000 —47 
ine. eewananionacpaeedpadioli _.-.-bushels__ 394, 000, 000 541, 427, 000 +37 
ER: 6 sccctadcbatendisubtscontesssenl pounds _- 912, 000, 0C 965, 000, 000 +6 
in a inci anki ee éhennugeenweanaaie BE i wccictanceakeees 1, 900, 000 }....censta. 
sa ecncdiwiiGucemhcs tg qamaeagtincgeooes copes NI Fins assis tigi Ud ee 
Dispositions: 
DL: Dh cniiedeesentinoceneddlilecnsehonelanange’ bushels. - 335, 000, 000 150, 098, 000 —55 
DL dan ckbbibadhddndssboehidebhsSs aivocdugiwnie bales__ 5, 105, 000 | 3, 030, 000 —4l1 
i ietixdit. acacesemh boeqpapntiitbdaedeal bushels-- 224, 200, 000 145, 507, 000 —35 
a ee en aia ena hundredweight_- 10, 500, 000 7, 285, 000 —31 
Rs eh scs che eal bushels- 304, 977. 000 166. 571, 000 —45 
annie ote aiken ciestnalbaennnaietinaalatahae pounds._.| 1, 183, 300,000 | 1, 135, 801, 000 —4 
I on tu ck elieeettenene Seah badibe ee ea }, 000, O08 Mei Su. 
cll ceased innioninee ee eS cae 478, 000, 0CO |......-.-.-. 
Inventories (end of year): 
Sth a dodanie dbodbdiddadijacsadtebncs nibeteted bushels__ 929,914,696 | 1,176, 967, 806 +27 
ETE aus. ana acie pelea haemnlenrnpinesiasneaentint bales... 651, 000 410 000 —37 
be ALLE. cba ES. i dkd ewe thb din bushels_. 712, 187, 827 1, 191, 111, 775 +67 
NRA a hundredweight_- 16, 050, 000 8, 600, 000 —46 
niin, otlilan acide cin agnaienonmsemapageieie bushels-_- 516, 233, 000 862, 665, 134 +67 
Dairy products.................. an bove onnetn ieiny 59, 200, 000 | 247, 497, 385 +318 
{ 





(3) A decrease of $1,290,000 in the contingency reserve.—The 1959 budget 
estimate of $36,100,000 for the CCC administrative expenses limitation included 
a 7 percent contingency reserve of $2,527,000. The reduction by Congress of 
$702,000 reduced the reserve to $1,825,000 of which $535,000 is restricted to 
sales expansion, leaving an actual reserve of $1,290,000. The reserve was re- 
leased by the Bureau of the Budget September 15, 1958, at which time funds 
were reapportioned indicating that a need was anticipated for a supplemental 
increase in the administrative expense authorization to complete the fiscal 


year. = ce ' 
Recapitulation of requirements 


| Supplemental estimate 











| 
For pay For program | Total 
costs volume 
| 
Commodity offices (see table IT)....-.......-...-.-...-....--. $1, 712, 203 $2, 593, 946 | $4, 306, 149 
eo. Bose og ; etre ety ee ee, cake dbs bitte 956, 797 | 696, 054 1, 652, 851 
PSS bt , Peete - sh aid 2, 669, 000 3, 290, 000 
Less amount available from contingency reserve_-.--....---..--- eae ‘ 1, 290, 000 
Total supplemental request_..........-- Sarit eled 2, 669, 000 2, 000, 000 | 4, 669, 000 


1 Includes $433,300 for special milk program, $218,320 for printing due to increased program volume, and 
$44,434 for postal rate increase. 


Mr. Tromas. Gentlemen, you will want to look into this item of $2 
million increase for increased program, and please turn to pages 2 and 
3 and read the last paragraph : 

It is estimated that an additional $4,669,000 over the amount presently avail- 
able will be required for CCC administrative expenses in the fiscal year 1959. 
This increase consists of (1) an increase of $2,669,000 for personal services and 
related costs resulting from the Pay Increase Act, Public Law 85-462, and (2) a 
net increase of $2 million due to a volume of price support operations consider- 
ably in excess of what was expected when this item was considered last year. 
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INCREASE DUE TO INCREASED WORKLOAD 


Now, let us turn over to the tables and turn to page 4, item No. 2, ang | 
read that: 


Record crops of wheat, corn, barley, sorghum grains, and soy beans were 
harvested in 1958, which with the very large carryover stocks, has resulted jp 
unprecedented total supplies of these commodities, and burdensome carryoyers 
largely in Government hands. 

That is the meat of that coconut. 

Now, gentlemen, turn to page 5 and read starting with the firs 
sentence of the big paragraph: 

The impact of increased program volume primarily affects the operations ang 
financial requirements of the seven field offices, known as CSS commodity 
offices. 

Turn to page 6, and here is the story in a table. 

Corn loans in bushels for 1959 were $358 million, in round figures. 
The estimated figure has been raised to $480.5 million, a 34 percent in- 
crease. Then there is cotton, wheat, and rice listed, and that is the 
picture. 

This involves loans made, acquisitions, disposals, and so forth. 

In other words, you have to foreclose and you will have to sell. 

What part of that $2 million is salaries and expenses, and what part 
of it is 

Mr. Beacn. Sir, all of that is salaries and expenses. 

Mr. Tromas. Break it down between salaries and expenses and 
the other items. 

Mr. Beacu. It is all salaries and expenses for the seven commodity 
offices. The breakdown by objects for the grand total of the difference 
of $4,669,000——— 

Mr. Tuomas. Stay with the $2 million item, please, on increased 
expenses by virtue of unheard of volume of business. 

Mr. Bracn. You would say that all of the $2,669,000 was personal 
services or directly related to it. So, the $1,315,000 would be the 
personal services portion of this increase of $2 million. 

Mr. Tuomas. Is that an estimated figure, or a guess estimate. 

Mr. Beacu. That, sir, is based on a detailed work measurement 
system by which we count every item of work carried on in these 
commodity offices. 

Mr. Tuomas. I[ read that in your statement, but it did not ring a bell. 

Mr. Bracn. It is fully described, sir, in the narrative, and there is 
a complete calculation of it on pages 9, 10, and 11 of the justification. 

Mr. Jensen. Mr. Chairman, does this represent money already 
expended ? 

Mr. Beacu. No, sir; this is money which represents a limitation on 
the amount of capital funds of the Commodity Credit Corporation 
that may be used for administrative expenses. 

Mr. Tuomas. In other words, it is the equivalent of cash because 
you are raising the limitation and if you do not raise the limitation 
you could not Spend it. For all practical purposes it is cash. 

Mr. Jensen. Money to be expended between now and the end of 
fiscal 1959? 

Mr. Bracu. Yes, sir. A very large part of our volume of business 
takes place in the last half of the fiscal year. We are still making 
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ernloans. In fact, the major part of our corn loans are made between 
January and May 31, We are still making cotton loans, and will be 
making them until April 30. The major part of our disposition 
yctivities takes place in the last quarter of the fiscal year. 

We have a system, sir, of work measurement, the results of which 
are shown on pages 9, 10, and 11 of the justification, and which sets 
gut exactly how it is computed. We show the production rate per 

_ man-year and a count of the number of items to be handled based on 
the estimated program volume, and we can compute from that the 
gumber of man-years and apply an average salary to it and arrive at 
the cost. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Mr. Jensen, do you have any questions? 

Mr. JeENsEN. The chairman just said a moment ago that the $2 
nillion is the amount that we are considering at the present time; is 
that right ? 

| Mr. Beacu. Yes, sir. 

Mr. Jensen. What makes up that $2 million ? 

Mr. Bercer. Increased workload. 


PERSONNEL INCREASES 


| ° ° y ° 
Mr. JeNsEN. How much is the increased workload? What is the 


amount you are asking for for additional personnel ? 

Mr. Breacn. As I indicated a moment ago, sir, of the increase in 
ital of $4,669,000,$3,470,121 1s for personal services. 

Mr. Jensen. I am talking about this $2 million item. 

Mr. Beacu. Let me complete the analysis, please. 

Of the $3,470,121, the pay increase cost is $2,155,121. The residual 
part of that balance of approximately $2 million is approximately 
$1.3 million, which represents personal services costs. I can give you 
a complete detailed breakdown of this estimate by objects if you so 
desire. 

Mr. Jensen. Let us get this in order so we can understand it. 

Between now and the end of fiscal year 1959, which is next June 30, 
you are asking to put how many additional people on the payroll ? 

Mr. Bea@u. The total is 268 additional man-years, and the total 
number is 371 additional people. 

Mr. JeNsEN. 371 additional people to handle this additional work- 
load ¢ 

Mr. Beacu. Yes, sir. That is a very small increase in proportion 
to the volume of work, sir, because of the increase in production effi- 
ciency we have been able to accomplish in these offices. I will be 
happy to break it down for you. 

Mr. Jensen. How many people do you have working with this now 
in the same job to which we are going to add these 371 people? 

Mr. Bracn. The total number working in the Commodity Credit 
Corporation function is this: We presently have provided for under 
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the current expense limitation an average of 4,480, and we are adding 
an average of 268. I can break that down for you if you desire, | 

Mr. JENSEN. How many do you have here in Washington in the | 
headquarters office ? 

Mr. THomas. It was my understanding that all of these were to 
go to the seven field offices. 

Mr. Breacu. That is right; these are all for field offices. 

Mr. Jensen. These 371 are for the field offices? 

Mr. Beacu. Yes,sir. I can break those down for you by grade. 

Mr. Jensen. I think I know the reason for this need, but will you 
please detail it for the record ? 

Mr. Beacu. The need for this is detailed completely on pages 9, 10, 
and 11 of the justifications. 

Mr. JeNsEN. Will you please tell us in a few words just what it is? 

Mr. Beacu. Allright, sir. It will take a lot of words. 

Mr. Jensen. It will? 

Mr. Breacu. Yes, sir; because of the type of work that we do. 


NATURE AND VOLUME OF WORK 


You will notice on page 8—beginning on page 8—that we show the 
individual items of cakcnueian on in these commodity offices. We 
start out with the loan activity, and continue with the detail of inven- 
tory management functions, the merchandising activities, reconcentra- 
tions, purchase agreements made, and many others. 

We show in the first column of page 9 the production rates—how 
many of those items a man can do in a year. We show in the next col- 
umn the number of units it is anticipated would have to be done this 
year based on the estimated program volume figures that the chair- 


man referred to. We show then a calculation of the number of man- | 


years required to do it. We then come over to the end of that table 


on page 11, and you will notice that we come down to a total of all labor | 


of 3,924.9 man-years in these particular offices. The overhead cost 
in those offices, supervisory and secretarial, is shown separately. That 
runs less than 4 percent for the supervisory cost, and the total for the 
supervisory and secretarial is less than 8 percent. 

Mr. JENSEN. You already have in every one of these offices a man- 
ager ; do you not? re 

Mr. Beacu. That is correct. 

Mr. JeENsEN. You also have a staff; do you not? 

Mr. Beacu. Yes, sir. The positions that we are adding are cleri- 
cal help with the exception of a few supervisors. They are detailed 
this way: grade 3’s, 71; grade 4’s, 140; grade 5’s, 70; and so on down 
the line. The average grade of the additional people required is 
4.9. 

Mr. Jensen. All of this is brought about because of your increased 
volumes of loans made, acquisition, disposals, and inventories? 


Mr. Bercer. Increased volume increases our workload; yes, sir. | 
Mr. Bracu. It takes so many people, sir, to handle the paperwork. | 
We handle literally millions of pieces of paper such as freight bills, | 


warehouse settlements, loading orders, notes, warehouse receipts, | 


and others. 
Mr. Jensen. The larger our surplus becomes in storage, the more 
people we have to have on the payroll ? 
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Mr. Bracu. Yes, sir. 
Mr. JeNseN. When are we going to end this? Can you make a 


ess 

Mr. Bercer. Sir, that would be a good question. 

Mr. Jensen. That is what I want to know, and that is why I 
asked it. 

Mr. Beacu. I think this comment is in order. 

Mr. Jensen. When is all this going to end? We keep increasing 
it up and up and up. 

Mr. Tuomas. Will you yield at that point, Mr. Jensen ? 

Mr. JENSEN. Yes, sir. 

Mr, Tuomas. You are getting into the poets of this thing. 
Why not take the big program of $1.4 billion and go after both of 
them and combine them both ? 

Mr. Jensen. That is what I was going to do, Mr. Chairman. 

Mr. Bracu. Could I make this comment with regard to what you 
said a moment ago? 

Mr. JensEN. Surely. 

Mr. Beacu. If we were operating these offices at the same produc- 
tion rate that we were operating in 1952 it would take twice as many 
people now to operate them as it did then. 

Mr. Jensen. It would take twice as many people? 

Mr. Bracu. Yes, sir. 


VOLUME OF SURPLUS FARM COMMODITIES 


Mr. JeNsEN. Since you have gone back to 1952, what was the 
amount of farm commodities in Government storage on January 
1, 1953? 

Mr. Beacu. Just 1 second: 

On January 31, 1953, we had at that time a total of $1,092 bil- 
lion worth of commodities in inventory, and a total of $1.8 billion 
worth in loans, or a total of $2,905 billion under loan and in in- 
ventory. 

Mr. Tuomas. Out side liabilities, in other words? 

Mr. Breacu. Yes, sir. 

Mr. Jensen. When did the 75 percent to 95 percent of parity, 
known as the flexible parity on basic commodities—corn, wheat, 
cotton, tobacco, rice, and peanuts—go into effect ? 

Mr. Beacu. It was effective with the 1955 crop, sir. 

Mr. JeNsEN. That was with the 1955 crop? 

Mr. Beacu. Yes, sir. The loans on chess crops would begin in 
June of 1955. 

Mr. Jensen. And how much did we have in inventory or in storage 
at that time ? 

Mr. Bracu. We had at that time an inventory valued at $4,971,- 
500,000, and we had loans of $2,097,800,000, or a total of $7,069,300,000 
as of June 30, 1955. 

Mr. Jensen. $7.1 billion ? 

Mr. Beacu. Yes, sir. 

Mr. Tuomas. In other words, $7 billion in round figures? 

Mr. Beacu. Yes, sir. 
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Mr. JEnsEN. Now, what was the actual amount in dollars of com- 
modities which you held in storage after all loans had been made 
during the crop year of 1955? 

Mr. Beacu. Those loans would have been completed by June 1956, 
At that time, we had as of June 30, 1956 

Mr. Jensen. Now, wait a minute. I want to get this straight, 
The 75 to 90 percent supports on the 6 basics went into effect when ? 

Mr. Bercer. June 1, 1955. 

Mr. Beacu. It would have been effective with the 1955 crop loans, 

Mr. Jensen. With the 1955 crop loans? 

Mr. Bracu. Yes, sir. 

Mr. Jensen. The 90 percent of parity was still in effect, then, for 
the 1954 crop? 

Mr. Bercer. Yes, sir; that is correct. 

Mr. Jensen. All right. What was the dollar amount of commodi- 
ties in storage under the CCC after you had purchased or made the 
loans, or whatever you want to call it, for the 1954 crop? 

Mr. Beacu. In 1954 the crop acquisitions would have been com- 
pleted by September of 1955, and at that time, that is at the end of 
September 1955, we had inventories of $5,785,200,000. 

Mr. Jensen. That was the total ? 

Mr. Bracu. That was the total inventory. We had in addition 
loans outstanding totaling $1,551 million, making a total investment 
in price support of $7.3 billion. 

Mr. Jensen. Those new loans were made after the flexible parity 
program went into effect ? 

Mr. Breacu. That is correct; for that portion of it. I can give you 
a comparison. 

Mr. Jensen. I am not at all hesitant in telling you that I am trying 


to determine just what happened after the flexible program went into 
effect. 





INVESTMENT IN PRICE SUPPORT F 

Mr. Beacn. Sir, we can give you for the record, if you would like, 
or I can detail it ‘for you here, a statement showing by months the 
investment in loans outstanding and inventory ri ight from that time 
forward. 

Mr. Jensen. All right. 
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(The following information was supplied subsequently :) 


ComMopitTy CREDIT CORPORATION 


Investment in price support—By months, September 1955 through December 1958 


1955—Septem ber - 
October 
November 


December - - - 


196—January 
February. 
March. 
April. 
May.. 
June. 
July 
August 
Septem ber 
October 


Novem ber_-.. 


Decem ber 
January . - 
February 
March. 
April_--- 
May... 
June 
July. 
August 
September 
October... 
November 
December 
January 
February 
March.. 
April... 
M ay 
June 

July 
August. . 


1957 


1958 


September. 


October 


November 


December 


{Thousands of dollars] 





| Loans 


outstanding 


or7 


551, 277 
881, 493 
076, 523 
584, 129 
971, 201 
168, 242 
078, 678 
622, 236 
388, 144 
285, 180 
311, 187 
463, 146 
639, 349 
878, 434 
, 160, : 
319, 
522, 
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347, 
116, 756 
966, 829 
955, 438 
408, 225 
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873 
303 
180 
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139 
820 
229 
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128 | 
819, 732 
366, 838 
258, 763 
22, 852 
) 252 
, 588 

479 | 
626 

, 309 

7, 905 

, 319 


785, 
863, 
130, 
082, 


762, 





, d71, 252 


, 097 
2, 048 
511 
, 408 | 
7, 792 
7, 486 
7, 296 
, 037 
, 463 
, 416 | 
, 049 | 
, 940 | 
3,877 | 
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3,440 


53, 517 
5. 524 
, 807 
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Total 
investment 
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7, 336, 486 
745, 366 
206, 826 
666, 309 
891, 280 
920, 381 
731, 498 
633, 465 
500, 534 
257, 308 
130, 919 
829, 984 
898, 112 
101, 286 
169, 551 
211, 018 
360, 940 
340, 821 
201, 290 
$15, 865 
645, 075 
338, 081 
276, 535 
740, 273 
854, 250 
038, 612 
188, 317 
200, 362 
189, 666 
317, 819 
320, 781 
250, 751 
164, 406 
029, 695 
045, 647 
142, 160 
498, 532 
895, 002 
261, 186 
8. 716, 071 
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Mr. Jensen. Now, as of this date, or after you have gotten all of 
your loans made for the crop year 1959, and your acquisitions and 
your dispositions and your inventory, what do you estimate will be the 
amount of these commodities in storage that you have purchased and 


are on loan ¢ 
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Mr. Beacu. $10.4 billion, sir, by June 30, 1960. it 
Mr. JensEN. $10.4 billion ? re 


Mr. Beacu. Yes, sir. 





Mr. JENSEN. So, it has approximately doubled in the past 5 years: a 
is that right? Mr 
Mr. Bracu. Sir, if you go back to one-half that amount, the nearest 4, 
you would come to that would be back in 1953. i, 4 
. Sov Ce 
Mr. Jensen. What crops are involved ? ater 
Mr. Beacu. The major crops were eur 
Mr. Jensen. What crops have increased in your holdings the most) 4 for 
during that time? Mr. 


Mr. Bracu. The biggest increases are in corn and wheat. Thenext J; 
largest one as far as dollar volume of transactions is concerned would | oe 
be cotton, but we have disposed of the cotton and, so, it does not show nur 
up in inv entory. Mr 

Mr. Jensen. How many bushels of corn do you propose to have in billio 
storage and on loan when you get all through with making the loans Ne 


and the acquisitions for the 1959 crop? Mr 
Mr. Beacu. On corn we anticipate we will have as of June 30, 1960, Mr 
453 million bushels under loan. that $ 
Mr. JeNnsEN. 453 million bushels under loan ? Mr 
Mr. Beacn. We will have 1,425 million bushels in inventory. 1 bill 
Mr. Jensen. Wait just a moment. Did you say 1,425 million? | ~ yy, 
Mr. Beacn. Yes, sir. We will have in total under CCC control at | Mi 
that time 1.878 million bushels with a value of $3,124 million. M? 
Mr. Jensen. Would you please repeat that figure? T' 


Mr. Beacu. W e will have 453 million bushels under loan, and 1,49 
million bushels in inventory and we will have under CCC controla | yf. 
total, then, of 1,878 million bushels with a value at that time of $3,1%4 M 


million. M 
Mr. Jensen. Now, will you please go on to the other item which | 
is cotton ? M 
Mr. Beacu. On cotton as of July 1, 1960, we anticipate we willhave| 
under loan 1,010,000 bales. We will have under loan that number of M 
bales of cotton, and we will have an inventory of 7,492,000 bales, M 
Mr. Jensen. Please wait a minute. You are going too fast. You M 
will have under loan how much? M 
Mr. Beacu. 1 million bales. ia? 


Mr..JENsEN. 1 million bales? 
Mr. Beacn. Yes, sir; and we will have about 7.5 million bales in | o¢¢ 
inventory. \ 
Mr. .JrNnsen. You will have what amount in inventory ? ‘ 
Mr. Breacn. Approximately 7.5 million bales, with a total of 85 h 
million bales under loan or inventory. N 
Mr. Jensen. Now, what is the situation with regard to wheat ? ‘ 
Mr. Beacn. On wheat, we will have on July 1, 1960, approximately r 
42 million bushels under loan. We will have approximately 1.4 billion \ 
bushels in inventory, and a total under CCC control of 1 billion—— ’ 
Mr. Jensen. You say under CCC control ? 


oa at | 
Mr. Beacu. That means under loan, or in inventory. of 
Mr. Grant. That is the two together. Co 
Mr. .Jensen. What is your total of wheat together ? 


Mr. Beacu. 1,442 million bushels, with a value of $3.5 billion. 
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Mr. JENSEN. Now, what is the situation with reference to rice, which 
isa minor item ? 

Mr. Beacu. Rice is a minor item as far as total money is concerned? 

Mr. Jensen. With reference to other grains, what comprises those 

ins ¢ : 

Mr. Beacu. Barley, oats, sorghum grains, rye—— : 

Mr. Bercer. Your biggest items would include sorghum grains dnd 
soybeans as well as flax, but we do not have a lot of those in that 
categor Vy. 

Mr. Bracn. I have each individual grain listed here, and I can det 
itfor you. The biggest one would be grain sorghums. 

Mr. Berger. This chart I have here includes corn also, and wheat, | 

Mr. Bracu. Including corn, as of July 1, 1960, we would have in- 
yested in feed grains $4.2 billion—— 

Mr. Jensen. In all grains? : 

Mr. Beacnu. In all feed grains. We would have an additional $3.5 
billion in wheat. So you would have a total of $7.7 billion invested in 
all grains. ; 

Mr. Jensen. You would have an additional $3.5 billion in wheat? 

Mr. Beacu. We would have $7.7 billion tied up in grains including 
that $3.5 billion. 

Mr. Jensen. You did not give methat. I thought you said you Had 
1billion. 

Mr. Beacu. Those are the bushels, but the dollar value is $3.5 billign. 

Mr. Jensen. Oh, you are refer ring to the dollar value ? 

Mr. Bracu. Yes, sir. , 

These figures I just read to you, $4.2 billion, in feed grains, repre- 
gents the dollar value. 

Mr. JENSEN. On all feed grains? 

Mr. Beacu. Including corn. a 

Mr. Jensen. $4.2 billion? 

Mr. Beacn. Yes, sir. 

Mr. Bercer. Wheat alone would be $3,469 million. ; 

Mr. Jensen. That is included in the $4.2 billion ? 

Mr. Beroer. Yes, sir. 

Mr. Jensen. How about your dairy products? 

Mr. Bercer. No; it is not included. 

Mr. Jensen. I thought you said it was. 

Mr. Bracu. No, sir; that would be in addition to the $4.2 billjon 
which includes the corn and other feed grain. Wheat is an addition 
of $3.5 billion, and the total is $7.7 billion for all grains. 

Mr. Jensen. What did you say the figure was on wheat ? 

Mr. Beacu. $3.5 billion. ‘The total for feed grains is $4.2 billion! 

Mr. Jensen. There is $7.7 billion worth of feed grains actually ? 

Mr. Bercer. And wheat; yes, sir. 

Mr. Jensen. And wheat? In storage? 

Mr. Beacu. Yes, sir, that is the estimate for June 30, 1960. 

Mr. Jensen. Your jurisdiction will end at the end of this crop year? 

Mr. Beacu. At the end of the fiscal year for all practical purposes— 
at that stage of the crop year—it is fairly safe to assume that the bulk 
of what remains outstanding on loans would be taken over by the 
Corporation, and that is usu: ally corn and cotton. 

Mr. JeNseEN. What about dairy products? 


4 
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Mr. Beacu. The dairy products inventory is kept low because of | 
the disposition program on dairy products. As of July 1, 1960, we| 





anticipate that we will have in the form of butter a total inventory of} REM 


25.4 million pounds, and $14.7 million worth. We will have in cheese 
19.4 million pounds, or approximately $6.7 million worth. 

We will have dried powdered milk—nonfat—157 million pounds, 
which is about $24.6 million worth. That is only a small part of what 
we anticipate we will purchase during those periods because we dis. 
pose of it about as fast as we buy it. 

Mr. JENSEN. At one time about 3 years ago you were almost com. 
pletely sold out of fats and oils; were you not ? 

Mr. Bercer. That is correct. 

Mr. JeNsen. That is, after an Iowa farmer had been at the head of 
the disposal program for about a year and a half, one Bill Lodwick. 
He got rid of that and for doing it he was fired. The State Department 
could not stand it. Do you remember that? 

Mr. Bercer. Well, if I remember correctly, Congressman, I think 
I take as much credit for getting rid of that as Bill Lodwick could. 
and I am still here. 

Mr. JENsEN. Maybe so, but Bill Lodwick was there on the job. 

Mr. Bercer. I think I was the one who put over this selling program 
to get us out of the terriffic inventory. 

Mr. Jensen. Why did you not get fired ? 

Mr. Bercer. That is what I do not know. 

Mr. Jensen. It isa mystery to me how you were saved. 

Mr. Bercer. I take a little credit for getting rid of the fats and oils 
myself. 

Mr. Jensen. That is wonderful, but Bill was right there batting with 
you all the time. 

Mr. Bercer. He developed the title I program, and that has kept us 
out of the fats and oils problems since that time. I will give him credit 
for that very definitely. He isa good friend of mine. 

Mr. JeNsEN. Well, of course, I can go on and explain why Bill Lod- 
wick got fired, but it is quite a long story. It seems as if he and some- 
one else down there really had a program operating, and got rid of 
our fats and oils and they even sold them, and the butter, I think, you 
turned into ghee and sold that to the south Asiatic countries; did you 
not ? 

Mr. Bercer. No, sir. I think to be truthful in regard to butter 90 
percent of it—I think I am safe in using that round figure—has been 
actually given away and wesold very little butter for dollars and cents. 
Most of our dairy products have been— 
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SpeEcIAL ACTIVITIES 


REIMBURSEMENT TO COMMODITY CREDIT CORPORATION FOR COSTS OF 
SPECIAL ACTIVITIES 


Program and financing 








cn A ; : ea at - ae _— J ace 2 - 4 
Presently Revised Difference 
available estimate 
a=—"_—"_— ed es “a = t a a — ee 
Programe by activities: 
. International Wheat Agreement.._-.- ee $80, 800, 000 +-$80, 800, 000 
2 Emergency famine relief to friendly people: s | 119, 270, 000 +119, 270, 000 
3. Sales of surplus agricultural commodities for 
foreign currencies__. 1, 033, 515,000 | +1, 033, 515, 000 
4. Transfer of Commodity CG redit Corporation grain | 
to Interior for migratory waterfow] feed - : 18, 506 +18, 506 
5. Transfer of bartered materials to supplemental 
stock pile 82, 250, 335 +82, 250, 335 
6. Animal disease eradication activities... 19, 390, 100 +19, 390, 100 
7. Grading and classing activities_-. 1, 510, 870 +1, 510, 870 
Total obligations 1, 336, 754, 811 | +1, 336, 754, 8a 
Financing: Proposed supplemental appropriation____- | 1,336, 754,811 | +1, 336, 754, 81) 
Object classification 
Presently Revised Difference 
available estimate 
= J ee 
14. Interest 5 $72, 848, 051 | +-$72, 848, 051 
Undistributed: Repayment of advances from Com- | 
modity Credit Corporation. 3 | 1, 263, 906, 760 | +1, 263, 906, 760 
Total zo : ‘hen’ oe " | 1,336, 754, 811 | 441, 336, 754, 811 


\ 


Mr. Tuomas. The next item is “Special activities,” At this point 
in the record we will insert pages 1 through 15 of the justifications. 
(The pages referred to follow :) 
SPECIAL ACTIVITIES 
(H. Doe. 58) 
Reimbursement to Commodity Credit Corporation for costs of special activities, 
1959 


Request (to reimburse the Commodity Credit Corporation for 
estimated costs during fiscal year 1958) --_--_--__-_-_-------- . $1, 386, 754, 811 
Appropriation to date__.--.--_-.------ celsatanytestcatetlh Ditinebieinedes 0 
Budget estimate next fiscal year- ceca Vis BO eee 
PROPOSED LANGUAGE 
“To reimburse the Commodity Credit Corporation for authorized unrecovered 
costs through June 30, 1958 (including interest through recovery date), as fol- 


lows: (1) $80,800,000 under the International Wheat Agreement Act of 1949, 
as amended (7 U.S.C. 1641-1642); (2) $119,270,000 for commodities disposed 
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of for emergency famine relief to friendly peoples pursuant to title IT of ¢ 

Act of July 10, 1954, a8 amended (7 U.S.C. 1708, 1721-1724) ; (3) $1,033,515,099 
for the sale of surplus agricultural commodities for foreign currencies py. 
suant to title I of the Act of July 10, 1954, as amended (7 U.S.C. 1701-1709) ; (4) 
$18,506 for grain made available to the Secretary of the Interior to preven 
crop damage by migratory waterfowl pursuant to the Act of July 3, 1956 (7 
U.S.C. 442-446); (5) $82,250,335 for strategic and other materials acquireg 
by the Commodity Credit Corporation as a result of barter or exchange of 
agricultural commodities or products and transferred to the supplemental stock. 


pile pursuant to Public Law 540, 84th Congress (7 U.S.O. 1856); (6) $19. | 


390,100 for transfers to the appropriation for ‘Diseases of animals and poultry’ 
pursuant to authority contained under such head in the Department of Agr. 
culture and Farm Credit Administration Appropriation Act, 1958; and (7) 
$1,510,870 for transfers to the appropriation ‘Marketing research and ser». 
ice’ pursuant to the Act of August 31, 1951 (7 U.S.C. 414a), for grading tobaceo 
and classing cotton without charge to producers, as authorized by law (} 
U.S.C. 478a, 511d) .” 


EXPLANATION OF LANGUAGES 


The proposed language would appropriate $1,336,754,811 to reimburse the 
«Commodity Credit Corporation for the costs of special activities in 1958 inelnd- 
jing interest through recovery date. This appropriation would not affect expendi- 


tures from the Treasury. These activities and reimbursement therefor are 
authorized by specific legislation. 


PURPOSE AND NEED FOR, SUPPLEMENTAL FUNDS 


Activities under this appropriation—The funds and facilities of the Com- 
modity Credit Corporation are utilized to carry out surplus-disposal programs 
and other special activities outside of the regular functions of the Corporation. 
‘The laws authorizing these programs provide that CCC shall finance their cost 
and request reimbursement through the normal appropriation process. The 
programs involved are listed in the language proposed above and discussed in 
‘more detail in the attached justifications. 

Need for supplemental funds.—This supplemental estimate provides $1,336,- 
754,811 to reimburse CCC for costs incurred by it through June 30, 1958, for 
surplus disposal and other authorized special activities outside of CCC’s regular 
price support and related programs. In the fiscal year 1958, the Corporation 
incurred costs under these special activities and borrowed funds from the 
Treasury in order to finance the programs. he authorizing legislation requires 
that the Corporation be reimbursed for its costs. Pending such reimbursement, 
the funds so used are a charge against the Corporation’s statutory borrowing 
authority. In effect, this reduces the amounts available to finance the manda- 
tory price-support operations administered by the Corporation. 

Normally, appropriations to reimburse the Corporation would be included in 
the regular appropriations to the Department for the second year following 
the year in which costs were incurred. For example, 1957 costs would have been 
included in the 1959 regular appropriation. However, because of the recent 
increasing magnitude of these special programs and their great impact on the 
availability of the Corporation’s borrowing power for its mandatory price 
support operations, the Congress approved a 1958 supplemental apnronriation 
covering 1957 costs. Likewise, this proposed supplemental appropriation for 
reimbursement of 1958 costs in 1959 would accelerate the date of recovery. 
This would release sufficient funds to enable the Corporation to adequately 
finance its price-support operations until further additional funds become 
available in the regular 1960 anpropriation. 

Because of the unexpected record production of most of the major 1958 crops, 
the participation by farmers in the price support programs administered by the 
Corporation has substantially exceeded the original budget estimates for the 
current fiscal year. This has caused such a considerable additional drain on the 
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ration’s statutory borrowing power that by May 31, 1959, or sooner, the 
ration’s borrowing power of $14.5 billion may be exhausted. The 1960 

et estimates, therefore, include provision for a proposed supplemental 
propriation for 1959 in the amount of $1,336,754,811 to reimburse CCC for 
costs to assure the availability of sufficient borrowing authority. In fur- 

r recognition of the drain that these special activities have upon the Corpo- 
tion’s borrowing authority, the 1960 budget estimates also provide for acceler- 


ra 
CCC’s recovery of 1959 costs by including reimbursement therefor in 1960. 


ating 
U.S. DEPARTMENT OF AGRICULTURE 


JUSTIFICATION FOR SUPPLEMENTAL ESTIMATE, FISCAL YEAR 1959, FOR REIMBURSE- 
MENT TO COMMODITY CREDIT CORPORATION FOR COSTS OF SPECIAL ACTIVITIES 


The following statement shows, by program, the amounts presently available, 
the revised estimates, and the differences : 





Program Presently Revised Difference 
available estimate 
I emrecmnesomichas iid a = a ianceueaeieentenatn 
|, International Wheat Agreement... | $20, 800,000 | +$80, 800, 000 
9 Emergency famine relief to friendly peoples- - - | 119. 270,000 | +119, 270, 000 
3, Sales of s'rplus agricultural commodities for foreign | | | 
currencies | 1,033, 515,000 | +1, 033, 515, 000 
4, Transfer of CCC grains to Interior for migratory | 
waterfowl feed _ _ - . | 18, 506 +18, 506 
5, Transfer of bartered materials to supplemental stock- | 
pile 82, 250, 335 +82, 250, 335 
§, Eradication of vesicular exanthema 1, 280, 900 | +1, 280, 900 
7, Eradication of brucellosis | 18, 109, 200 | +18 109, 200 
& Grading and classing activities. | 1, 510, 870 +41, 510, 870 
| 1,336, 754,811 | +1, 336, 754, 811 


Total. _- pas | 
| | | 


A description of each program and estimates reflecting the composition of the 
supplemental appropriation follow : 


1. International wheat agreement 

This agreement operates through July 31, 1959, to provide an assured market 
for wheat to exporting countries and assured supplies of wheat to importing 
countries, at stable and equitable prices. Under authority contained in the 
International Wheat Agreement Act of 1949, as amended, capital funds of Com- 
modity Credit Corporation and CCC stocks of wheat are used to pay (a) the dif- 
ference between the prevailing price under the agreement and the domestic mar- 
ket price of wheat, and (b) administrative and interest costs. The differential 
payment for wheat exported under the agreement is paid in CCC stocks of 
wheat, and a cash payment is made for flour. The act also authorizes appropri- 
ations to reimburse the Corporation for costs incurred. 


Revised Difference 


estimate 


Presently 
available 


Program costs. eee i A ack 
Interest expense. ----_- bneSCiiadadsttiayn aguas 


Total estimate_.._.... 
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A. Program costs.—The estimate reflects payments on 105,703,391 bushels 


exported at 74 cents a bushel for a total cost of $78,727,420 including $157,444 


for administrative expenses. Following is a breakdown of costs by country: 


Wheat and wheat flour (bushel equivalent) exported from the United States pursuan 
to the terms of the International Wheat Agreement 


a on - — i, 


| Fiscal year 1959 anticipated supplement] 


| (1958 costs) 
| 


Importing country 


Amount due | Average cost 








Bushels CCC to CCC per 
bushel | 
Belgium ; himewaetnee ot $1, 517, 507 | $0. 86 
Bolivia ; 993, 057 9 
Costa Rica__-- . 859, 531 gs 
Ceylon é 12, 906 78 
GR . ottiebins i | 7, 143, 680 RR 
Denmark 699, 004 64 
Dominican Republic 614, 335 87 
Ecuador 320, 352 62 
El Salvador 613, 353 RF 
Germany . y 74 
Greece “ 83 
Guatemala-___---- 71 
Haiti RS 
Honduras__........- Z 1% 
Nn Fae ninaachelen iss 2 ey 
India 5y 
Indonesia pit itil ans Ri 
Ireland 57 
Israel 6 
Italy 5 
Japan ‘ A 7 
I Aida Etat, asteeh a 85 
Korea - w ) 56 
Lebanon M7 1.0 
Liberia née 43, 862 Q 
Mexico 67, 072 57 
Netherlands ‘s 9, 355, 178 7, 679, 039 2 
Nicaragua a 803 231, 862 91 
Norway _ __- : i, 049 1, 289, 808 8] 
New Zealand. __._.- as 961 83, 198 57 
Panama ; a ae , 152 571, 443 ry 
Peru_. : ee = iia 3 1, 309, 868 802, 852 61 
Philippines -_- a 779 3, O76, 154 91 
Portugal __ hadith Riis a cated ' 652, 157 7? 
Saudi Arabia eiucaiannamaied 7 762, 635 65 
Sweden 3, 886 4 
Switzerland sahil ciate sis cies : 337, 003 6 
Union of South Africa __-_- eae rd : ; 443, 676 . 56 
Vatican City ae : 854, 380 . 62 
SDS sd Pied ido Dilthe mublcinees us Sdn ddkie 4, 323, 029 3, 773, 2 87 
Yugoslavia__.___- Kabhi ctl 2, 101, 573 1, 624, 7 77 
Unidentified ccllections__- * : 
Total payments___..___- i .----| 105, 703, 391 78, 569, 976 74 
Administrative cost 157, 444 
Total program cost 2 . ‘ 78, 727, 420 74 
Interest... -- al — ; J 2, 072, 580 02 
Total estimate_____- eS tS ORS roe - 105, 703, 391 80, 800, 000 . 76 


B. Interest expense—This consists of $1,174,190 accrued at a range between 
3.535 percent per annum and 3.373 percent per annum on 1958 costs and $890,390 
accruing at a rate of 11% percent per annum on unrecovered 1958 costs for 9 months 
in 1959 through March 31, the anticipated recovery date. 

2. Emergency famine relief to friendly peoples 

Title II of the Agricultural Trade Development and Assistance Act of 1954, 
Public Law 480, as amended (7 U.S.C. 1703, 1721-1724), directs the Commodity 
Credit Corporation to make its surplus stocks of agricultural commodities avail- 
able to the President for famine relief and other assistance to friendly nations 
and populations to to pay ocean-freight charges through December 31, 1959. 
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The act authorizes the appropriation of not more than $800 million to reimburse 
the Corporation. Total appropriations made to date amounted to $308.9 million. 


| : . 
Presently Revised Difference 
available estimate 


$116, 001,011 | (A) +$116, 001, 011 
3, 268, 989 | (B) +3, 268, 989 


—————— 


Program costs.-.-..--- se Seaeeeskwaaneo minis 
SEC IIIOS « dis ppc can ccpesneknncdesebooseas Sl 


+119, 270, 000 


Total estimate_______- Se enedsot did scnae 119, 270, 000 | 


A. Program costs.—The estimate reflects $88,102,981, the cost of grains, cotton, 
and dairy products delivered, plus $27,898,030 for the payment of ocean freight 
charges to points of entry abroad and on commodities donated under section 416 
of the Agricultural Act of 1949. Following is a breakdown of costs by com- 
modity : 


1959 anticipated supple- 





} mental (1958 costs) 
Commodity Unit of measure oo Pahoa eo 
Quantity | Amount 

Cotton, upland - Bale 26, 593 | $5, 101, 001 
Butter ; ..| Pound 311, 670 204, 813 
Cheese é > (isd dad ast dan eee ee do 7, | 3, 163, 944 
Milk, dried 4 i an Midas aia Doin citeaidhen do_- 39, 16 7, 313, 917 
Barley ie cetee 3 Bushel 7 570, 369 
Beans, dry edible ad ettth dhs st __| Hundredweight 124, 695 
Corn sca ; Lise based sssbicss) dal) se 5, 16, 915, 335 
Cornmeal nal ee Sigh: campagne ke 13, 5 1, 242, 479 
Rice, milled j ‘ = : Beeees .| Hundredweight 5, 036, 700 
Wheat f : ...| Bushel ‘ ‘ 10, 22 | 35, 493, 270 
Wheat flour Pound 146, 440, 840 12, 936, 458 


88, 102, 981 
7, 149, 499 
20, 748, 531 


Total commodity cost ee ; y . 
Ocean freight on above commodities 
Ocean freight on commodities donated under sec. 416, 
Agricultural Act of 1949 
116, 001, 011 


Total program cost 
3, 268, 989 


Interest » “ 


Total estimate 5 E z wires ‘ 119, 270, 000 


B. Interest expense.—This consists of $1,942,887 accrued at a range between 
3.535 percent and 3.373 percent and per annum on 1958 costs and $1,326,102 ac- 
crued at a rate of 1%4 percent per annum on unrecovered 1958 costs in 1959 for 


9 months through March 31, the anticipated recovery date. 


8. Sales of surplus agricultural commodities for foreign currencies 

Title I of the Agriculture Trade Development and Assistance Act of 1954, 
Public Law 480, as amended (7 U.S.C. 1701-1709), authorizes the President, 
until December 31, 1959, to carry out a program for the sale of surplus agricul- 
tural commodities for foreign currencies. The act provides that Commodity 
Credit Corporation shall make available for sale to domestic exporters surplus 
agricultural commodities heretofore or hereafter acquired by the Corporation 
in the administration of its price-support operations, and shall make funds avail- 
able to finance the sale and exportation of surplus agricultural commodities, 
whether from private stocks or from stocks of the Commodity Credit Corpo- 
ration. 

The act further provides various specified uses of the foreign currencies by 
any department or agency of the Government and requires reimbursement to 
Commodity Credit Corporation by the agency using such funds if appropria- 
tions have been made for any of the uses. To the extent the Corpora- 
tion is not thus reimbursed by other agencies, the act authorizes appropriations 
to reimburse Commodity Credit Corporation for its investment in commodities 
used under the act including processing, packaging, transportation and handling 
eosts, and for costs incurred in financing the exportation of commodities. The 
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act limits transactions requiring appropriations to $6.25 billion. Total appro. 
priations made to date amounted to $1,995.3 million. 


Presently Revised | Difference 
available estimate | 
Costs: 
Program costs - - _--- iat cashed $1, O89, 007,674 | (A) +$1, 089, 007, 674 
Interest expense 67, 208, 237 | (B) +57, 208, 237 
Unrecovered prior years’ costs_.- 86, 780, 362 | (C) +86, 780, 362 
a . . } an 
| Se ee ; 1, 242, 998, 273 +1, 242, 996, 273 
Reimbursements: 7 

In dollars__- Weeki tatekese JeESdaket 71, 514, 228 | (D) +71, 514, 208 
= = — = = 

In future years: 
ere? 2 We oP TOF Hh aed 64, 280, 501 | +64, 280, 501 
Less provision for loss on exchange rates-_-_}_._--- —13, 733, 000 13, 733, 000 
Subtotal : yaa 50, 547,501 | (E) +50, 547, 502 
Military housing rental. . ic 87,419, 544 | (F) +-87, 419, 544 
Net recovery in future years............-._- 137, 967, 045 +-137, 967, 045 
SSeS | = : =a —— 
Total reimbursements. ..................._- Spieiscaaaeienaeeice 209, 481, 273 | +-209, 481, 273 
Total estimate___ - ee ee +1, 033, 515, 000 








A. Program costs.—These include $534,256,189, the cost value of grains, cotton, 
and dairy products delivered from CCC stocks plus $554,751,485 for the cost of 
financing exportation of commodities sold from private stocks, as well as trans- 
portation costs on private stocks and on commodities delivered from CCC stocks. 
Following is a breakdown of program costs by commodity applicable to deliveries 
from CCC stocks: 


1959 anticipated supplemen- 
tal (1958 costs) 
Unit of measure : 











Quantity Amount 
Cotton, upland __- 7 ed in — Bale 896, 855 $166, 653, 206 
Butter and butter products__----- smyd ae Pound ; 22, 707, 374 14, 530, 600 
6 hima ; ‘ . sapecest do 9, 551, 236 3, 817, 862 
I ee oar ere aR SERS Te do . | 60,610, 803 9, 989, 867 
ESTE Gee ee eee Se Sat oe 21, 287, 808 
a aceicate sea do 47, 537, 332 
Flaxseed ___--_-- ee eee ee do 102, 835 
Grain sorghums abidwabese tsi. £% Hundredweight. . 8, 496, 247 
Oats__- ae -awinnaehddeibitieseepaiedty nt abate Bushel 929, 859 
Rice, milled_. . Niele AL. MERE _...-| Hundredweight 47, 535, 091 
a a he ee al 963, 798 
Wheat and wheat flour ethic eae ea eas a 212, 411, 684 

I a ae a nr 534, 256, 189 
Private stocks, ocean transportation and other costs... |_.........--- es ; 554, 751, 485 


nina titicn a dbdht sic li beenacéae wkd 1, 089, 007, 674 


B. Interest expense.—This consists of $55,710,312 accrued at a range between 
3.535 percent and 3.373 percent per annum on 1958 costs and $11,497,925 ac- 
crued at a rate of 11% percent per annum on unrecovered 1958 costs in 1959 
through March 31, the anticipated recovery date. 

C. Unrecovered prior years’ costs.—In computing the amount of appropria- 
tions, a deduction is made for estimated cash value of foreign currencies to be 
received in subsequent years from Treasury sales of foreign currencies used by 
other agencies and amounts due from Defense Department from rental receipts 
from military family housing constructed abroad and paid for by foreign 
currencies. These estimates are based on allocations of the foreign currencies 
made by the Bureau of the Budget as of the end of a particular year. Each 
year a new estimate is made of future recoveries and the unrecovered amount 
from the preceding year is included in the current years’ appropriation. 
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Dp. Reimbursements in dollars.—The amount of $71,514,228 represents the dol- 
jars received in fiscal year 1958 by the Corporation from Treasury sales af 
foreign currencies to other Government agencies and from net rental receipts, 
from the Defense Department for military family housing. ; 

BE. Reimbursements in future years—dollars.—The estimate of $50,547,501" 
represents net amounts recoverable in future years, after provision for ex-’ 
change losses, for the dollar value of currencies to be purchased from the Treas- 
ury by other agencies in subsequent years under allocations made by the Bureau 
of the Budget which provide that the Corporation be reimbursed in cash by 
other agencies for certain reimbursable uses of the foreign currencies. 

F. Reimbursements in future years—Military housing rental.—This item rep- 
resents unrecovered amounts disbursed by the Defense Department for con-' 
struction of family military housing. These amounts will be reimbursed to 
occ in subsequent years from net rental receipts from such housing and from 
quarters allowances. ; 


5. Transfer of CCC grain to Interior for migratory waterfowl feed ' 
The act of July 3, 1956 (7 U.S.C. 442-446) authorizes the Commodity Credit 
Corporation to make available to the Secretary of Interior through July 3, 1959, 
grain from CCC stocks for use as feed for migratory waterfowl to prevent crop 
damage. This act also authorizes the appropriation of sums to reimburse the 
Corporation for its investment in the grain. tt 
The estimate of $18,506 represents the investment of the Commodity Credit » 
Corporation in 260 tons of grain transferred during fiscal year 1958 from its 
stocks to the Secretary of the Interior for use to prevent crop damage by mi-: 
gratory waterfowl. ‘ 


5. Transfer of bartered materials to supplemental stockpile 

Under title II of the Agricultural Act of 1956 (7 U.S.C. 1856) the Corporation 
is directed to transfer strategic and critical materials acquired as a rest 
of barter and exchange of agricultural commodities, other than those acquired 
for the national stockpile or for other purposes, to the supplemental stockpile. » 
Appropriations to reimburse the Corporation for the value of materials trans-t 
ferred are authorized by the act. = 

The estimate of $82,500,335 represents the value of the strategic and critical 
materials acquired by Commodity Credit Corporation as a result of barter or 
exchange of agricultural commodities or products and transferred to the sup- 
plemental stockpile during fiscal year 1958. Following is a listing of the costs 
of the materials transferred in 1958: 


1959 anticipated supplemental (1958 costs) 
Material: 
Abrasive crude aluminum oxide_ _ _-_-- 
Antimony metal_- 
ee ee 
RTD a a ee rae : 
eaqmium: . 2c.22.... tags a a A = 
Chromium metal. __---- : 
SN ee en a a a : 
Crude iodine_________-_- ; A a ae 
Fxothermic chromium metal____.__-_-_-- ay a eee ee 
Ferrochromium-silicon - . 3 : 
Ferromanganese biol Dilan boteceht cal chew 
Electrolytic manganese... -_.....-.-.------ PE ns. ssa tive cap ahs 
NN oe ares edensee S's 5 wtteadeernsS> Sade 
Lead__- oi tian Natetiaee EER te Site iat ade mains eel 
Manganese ore ee 
Palladium _ i Saas be septic anon so toe hi eae - Te 1 Ge 
tare earths 4 SR shave titties watt ca 5 ee pas 4 
Silicon carbide _ _ - ioswcwored 970, 026 
Titanium sponge Sais ‘ 13, 877, O11 
Zine. 2: . 7,070, 738) 


$5, 991, 660 
1, 854, 658 
628, 356 

1, 252, 197, 
2, 240, 720: 
3, 431,.177 
1, 818, 977 
230, 509 
849, 803 

2, 934, 765 
21, 894, 907, 
2, 161, 677 
3, 750, 135 
9, 463, 614, 
873, 652, 
479, 674 
476, 079° 


penne 


Total. _ - ; bighits siete ayicc -.-. 82, 250, 335; 
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6. Eradication of vesicular exanthema 


The Department of Agriculture and Farm Credit Administration Appropriation 
Act of 1958 authorizes the advance of funds from the Commodity Credit Corpo- 
ration to the Agricultural Research Service to carry out this program. The 
Corporation is reimbursed for these advances. 


Presently Revised Difference 
available estimate 


os ee, 


Program costs 


Se SSS Shh WE -|--------------] $1,243,408 | (A) +$1, 243, 4g 
Interest expense 


lheietietatietietietatateeietetetatateteataiettehetetetetaiatetateheteteeeatde pes eesh weeetits is 37, 492 | B) 3 +87, 492 
rnmeniee cS BP eS ooo huey, 78 1, 280, 900 | +1, 280, 900 





A. Program costs.—This item includes unrestored advances to the Agricultural 
Research Service for operating funds and for eradication of vesicular exanthema 
of swine as indicated below. 


1959 anticipated supplemental (1958 coste) 
Operating funds available Ss ¢ le a eae $1, 258, 044 
Reappropriation of prior year balances a ae ct — 44, 261 
Unobligated balance ______ Sie ater insane 29, 625 
Advanced from CCC_- 
Interest costs- 


4 


ein eth cite eae epee eee : 1, 248, 408 


Si cmieeten eet oem eesiaoes eb ier chia en : 37, 492 


i a Eg i ls 
B. Interest expense.—This consists of $23,213 accrued 


fae), 21d 


at a range between 
3.535 percent and 3.373 percent per annum on 1958 costs and $14,279 acerued at 
1% percent per annum for unrestored 1958 costs in 1959 for 9 months through 


March 31, the anticipated recovery date. 
7%. Eradication of brucellosis 


Section 204(e) of the Agricultural Act of 1954, as amended (7 U.S.C. 397) 
authorizes the transfer of not to exceed $20 million for fiscal year 1958 of 
Commodity Credit Corporation funds to the appropriation “Salaries and expenses, 
Agricultural Research Service, plant and animal disease and pest control” for 
the operation of the accelerated brucellosis program. An 


ppropriation to 
2 
reimburse the Corporation is authorized by the act. 


Presently Revised Di the 
. } hb) 
Program costs $17, 865, 254 4 $17, 865, 254 
Interest expense 243, O46 B +-243, 946 
Total estimate 18, 109, 200 +18, 109, 200 


A. Program costs.—This item consists of unrestored advances to the Agri- 
cultural Research Service of $14,654,159 for operating funds and $3,211,095 for 
indemnity payments for the accelerated brucellosis program. 

B. Interest erpense.—This consists of $41,179 accrued at a range between 
3.535 percent and 3.373 percent per annum on 1958 costs and $202,767 accrued at 
11% percent per annum for unrestored 1958 costs in 1959 for 9 months through 
March 31, the anticipated recovery date. 


8. Grading and classing activities 


The Department of Agriculture Appropriation Act of 1952 (7 U.S.C. 414a) 
authorizes transfers of Commodity Credit Corporation nonadministrative funds 
to appropriations available for classing and grading agricultural commodities 
without charge to producers. Transfers are made to the Agricultural Mar- 
keting Service for classing cotton and grading tobacco not placed under price 
support loan. The act authorizes appropriation to reimburse 
for such transfers, plus interest. 

Under the Smith-Doxey Act of 1937, farmers organized to promote improve- 
ment of cotton are eligible for free classing service. Under the Tobacco Inspec- 
tion Act of 1935 tobacco producers selling tobacco at designated auction markets 
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are eligible for free inspection and grading service. The class of cotton or the 
grade of tobacco placed on the commodity by a Federal cotton classer or a 
Federal tobacco inspector is accepted as evidence of quality when ‘producers 
place thier commodities under loan or offer them for sale to the Commodity 
Credit Corporation. ' 

If these programs are to operate effectively and to be of maximum benefit to 
producers, it is necessary to maintain (a) a force of tobacco inspectors large 
enough to grade the tobacco on all auction floors prior to sale, and (0) a cotton 
classing Organization which is capable of getting classification returns to pro- 
ducers promptly. 

The demand for these services in fiscal 1958 exceeded that which could be pro- 
yided from available appropriations and other funds. In order to insure a 
prompt efficient service, funds were advanced by the Commodity Credit Cor- 
poration. 


Presently Revised Difference 
available estimate 
Program cost vin ‘ aie $1, 494, 063 A +$1, 494, 063 
Interest expense cst aS : i rer 16,807 | (B +16, 807 
‘ - 
Total estimate pitts tbe ee i Sanh binds ; 1, 510, 870 +1, 510, 870 


A. Program costs.—A net total of $2,861,100 was advanced from Commodity 
Credit Corporation for the classing and grading work. The portion of this 
amount which is attributable to the cost of classing or grading cotton and 
tobacco expected placed under price support was borne by the Commodity Credit 
Corporation. Therefore, this appropriation estimate represents the net amount 
needed for providing these services for the quantities not going under loan, plus 
interest. 

The basis for the amonnt requested for reimbursement in fiscal 1959 including 
interest is as follows: 


Cotton: 

Total number of classings made by Federal employees__-_--- 19, 724, 155 
Cost of these classings___- $3, 573, 198 
Average cost per classing cents 18. 12 
Total bales classed under Smith-Doxey Act going under loan 3, 614, 174 
Advance from CCC P oan ‘ $1, 646, 500 

T eee 
Refund 54, 000 
Cost of classing loan cotton (3,614,174 18.12 654, 888 
To be repaid CC( 937, 612 


Tobacco: 


Total quantity of tobacco inspected and graded at auction 


markets pounds a 713, 481. 813 
Cost of tobacco inspection at designated markets $2, 487, 675 
Quantity placed under loan pounds 146, 122, 000 
Percent of total value entering loan 8. 53 
Advance from CCC : $814, 600 
Less: 

Refund 46, 000 

Cost of inspecting loan tobacco (8.53 percent of 
$2,487,675) 212, 149 
To be repaid CCC 556, 451 


Total amount to be repaid: 


Cotto $937, 612 
Tebaceo.. 556, 451 

Total 1, 494, 063 
Interest 16, 807 


Estimate _ . L, 510, 870 








140 


B. Interest expense.—This consists of $865 accrued at a range between 3.535 
* percent and 3.373 percent per annum on 1958 costs and $15,942 accrued at } 
percent per annum for unrestored 1958 cost in 1959 for 9 months through Mare) 
“31, the anticipated recovery date. 


> ae 


Mr. Tuomas. Follow up on this $1,336,754,811 program here. This 
. is your deficiency, of course, and the proposed language dealing with 
your foreign giveaway section of it. 

Mr. Beacu. Sir, it might help if I would give you a very brief ex. 
, planation as to why this is necessary. 

Mr. Jensen. Why is it necessary? Why is this $1,336,754,811 
budget request which you are asking for at this time necessary ? 

Mr. Beacu. Sir, this represents ‘reimbursement to the Commodity 
Credit Corporation for carrying out activities in addition to its aan 
support program which you have been discussing. 

Mr. Jensen. All right. 

. . Now, you say “reimbursement.” Explain how those reimbursements 
work, and how this expenditure has come about which you are now 
requesting us to reimburse. 
Mr. Beacu. All right, sir. 
Mr. Tuomas. And this is cash. It is notransfer. It is nothing but 
' cash. 

Mr. Jensen. This is cold cash. 

Mr. Beacu. There is one very important point about this cash. 
It does not represent an expenditure of the U.S. Government this 
year. This appropriation will not affect the expenditure of the Gov- 
ernment because the expenditures have already been made. In es 
sence, it is a bookkeeping transaction. What it does is reimburse the 

“Commodity Credit Corporation for costs which it has already in- 
_ curred, and spent the money. 
1 Mr. Tuomas. Yes; the money is being taken from the Treasury. 

Mr. Beacu. The point is, sir-— 

Mr. JEensEN. It has already been taken from the Treasury, is that 
right ? 


\ 


BORROWING AUTHORITY OF ICC 


Mr. Beacu. Yes sir; but let me go one step further. 
The Commodity Credit Corporation operates under a borrowing 
authorization. It has an authorization to borrow and have outstand- 
, ing at any one time as much as $14.5 billion. That borrowing 
authorization has been used to carry out these special activities— 
* Public Law 480, the International Wheat Agreement, and the others 
detailed in the justifications—and that means that in order for the 
: Corporation to carry out its regular activities it must have that bor- 
rowing power replaced. It means if we do not get this reimburse- 
ment in advance the Corporation will likely be out of borrowing 
power by the end of this fiscal year, and will have to get an increase 
in its borrowing authority in the absence of this emergency reim- 
‘ bursement. 
Mr. Tuomas. Excuse me. I do not want to interrupt Mr. Jen- 
sen’s questioning, but let the record show what you say is correct, that 
: this $1.4 billion gives you that much more additional to obligate. 
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Mr. Bracu. What I was trying to get at, sir, is that it is the al- 
ternative of either doing it this way or increasing 

Mr. Tuomas. I am not talking about alternatives. I am talking 
about if this appropriation is made, it gives the Corporation the right 
to obligate and spend an additional SI. 4 billion ? 

Mr. Br acu. That is correct, and that is what I was going to say. 
The borrowing power, if it were increased, would give the Corporation 
a further increase in ability to obligate, you see. 

Mr. Jensen. Let us assume that the Congress does not see fit to 
honor this request. What would happen? 

Mr. Beacu. The law states, Mr. Jensen, that the Commodity Credit 
Corporation may not exceed $14.5 billion of borrowing at any time. 
The law also states that it must carry out price supports. The Cor- 
poration would be caught between two laws neither of which it 
could violate. 

In other words, something would have to stop and it probably 
would be the program operations. 

Mr. JENSEN. So, according to law, it is mandatory that we approve 
this request of $1,336,754,811 ? 

Mr. Breacn. The law that the Congress passed—the various laws— 
I can cite each of them to you if you wish— 

Mr. Tromas. The answer is, if the cash is not supplied the Corpora- 
tion could not go into the market and spend this $1.4 billion? 

Mr. Breacu. That is correct, but there is a law that says it must 
do so. 

Mr. Bercer. The other law says you have to. 

Mr. Tuomas. If you do not get the money, you cannot spend it. 

Mr. Bercer. No, sir; if we do not get it we could not spend it. 

Mr. Tuomas. That answers Mr. Jensen’s question. 

Mr. Jensen. I wanted that to be on the record. I understood that 
to be a fact, but I wanted it on the record. 

Mr. Trromas. I did, too, but he did not want to put it on, in so many 
words. 

Mr. Jensen. I do not know, gentlemen, if there is much use in 
going on further, but I know this: if we keep on appropriating and 

( 





tills’ 


sgislating, and amending, and reamending, and patching, and re- 
patching “patch on top of patch for this particular farm program 
that we have had on the books for these many years, we can continue 
down this same dark alley from now on until doomsday and when 
we get all through we will be possibly worse off. The farmers will be 
worse off than they would have been if we had never had a program, 
and the U.S. Treasury will be in a terrible fix in addition to all the 
rest of the unconscionable spending that is going on. 

As I said yesterday, in just a few words, ‘and I want it on the record 
again, until we get smart and do like other nations have done that 
have had sur plus crops, and process those surplus crops that can be 
processed into alcohol and mix it with our motor fuel and get rid of 
this price-depressing surplus which is costing so much and will even- 
tually not only destroy the farmers’ economy, but our own whole na- 
tional economy, then we are going to have a problem on our hands. 
As everybody knows, the record “shows that our horses and mules 
used to eat the production of 43 million acres of our land, but after 
the advent of the iron horse, the trucks and the tractors, the automo- 
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biles and many other fuel- burning devices, we have not consumed 
this production that used to be consumed by the flesh-and-bone horses, 
a ee it is no wonder that we have a terrible surplus piling up. 
Why, Brazil had quite a sugar surplus a number of years ago, but 
they were smart enough to pass a law providing that a i0- percent mix 
of sugar alcohol should be mixed with all motor fuels and their farm 
problem faded away overnight almost. 

The Germans processed their surplus potatoes into alcohol and 
burned it up and fed it to the automobiles, the trucks and the tractors, 
and all other liquid fuel burning devices, and they kept their farm 
economy on a stabilized basis. But, oh, no; we know that that is = 
only solution. Any thinking person that has made a study of i 
knows that this is the only solution to this terrific problem, and yet we 
go on and spend money. 


TOTAL COST IN 1960 OF AGRICULTURAL STABILIZATION PROGRAM 


What is this whole program going to cost us in fiscal vear 1960 
this farm program ? 

Mr. Beacu. The estimated net budgetary expenditures for the over- 
all agricultural program for stabilization of farm prices and income 
is approximately $4.5 billion. 

Mr. Jensen. That is the ¢ commodity Credit Corporation program? 

Mr. Beacu. The bulk of it is the ¢ ‘ommodity Credit Corporation 
program, and it also includes the soil bank program as well as the 
acreage allotment program and other programs related to the Com- 
modity Credit Corporation. 

Mr. Jensen. The Soil Conservation Service — little, compara- 
tively speaking, to the rest of the program, and in my book that 
money is well spent. We have a w: atershed program now that costs a 
little, comparatively speaking, that is doing a great job, and will con- 
tinue to do a great job for America, as does the rest of the Soil Con- 
servation Service program. But I must admit that this thing is a 
troublesome thing. It is a great worry to every farmer in America 
that knows something about economics, and to every Member of Con- 
gress and every other American, but we go merrily on with the same 
program, and the reduced support prices. 

In order for a farmer to get enough cash to pay his bills, he must 
raise more corn and he has to either put more acres in corn or he has 
to fertilize to the hilt, and so he raises more corn. If his price was 
where it should be, then he can practice proper rotation and he will 
raise less corn, or any other crop that you might mention, and hence 
there will be a lesser supply. However, there are some people who 
do not seem to understand common economics. 

Mr. Tuomas. That is a good statement, Mr. Jensen. 

Mr. Jensen. You know, there are an awful lot of book economists. 
They get all of their knowledge on economics out of books. Well, you 
know those books do not tell the whole story. It is the practical eco- 
nomics that count. We know this also—while I am making a little 
statement here—that all wealth springs from Mother Earth, and 
is mined out or pumped out from under the surface of the earth or 
is fished out of the seas, and from those raw products everyone must 
work in producing the crops, transporting the crops, or marketing 
the crops. When you have plenty units on which to work you have 
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pretty full employment. When you do not have enough units to 


work on, you have to have controls, which is another thing that too 
many people do not understand. When the farmer’s dollar is worth 
100 cents at the counter, he buys on an average 24% times more 
year in and year out than the rest of us do in value of manu- 
factured goods, because he buys heavy goods such as trucks, tractors, 
harvesters, combines, posts, lumber, wire, and so forth, but his dollar 
has only been worth "about 82 cents over the past number of years. 

In effect, we are spending $40 billion for national defense which 
gives work to an awful lot of people, but they would work on things 
which the farmer would buy if his dollar was worth 100 cents at the 
counter. However, since the farmer’s dollar is not worth but only 
about 82 cents at the counter, this $40 billion we spend for national 
defense has been in lieu of or has taken the place of farmer buying. 

What is going to happen? I would like to know what is going to 
happen w hen the old money barrel is empty. 

Mr. Tuomas. It is already empty, Mr. Jensen. 

Mr. Jensen. Well, when the bottom falls out, completely, then 
what is going to happen? We have bolstered up the farmers’ buy- 
ing with this program, but I am wondering what is going to happen 
to the boys and girls and your children and our children when they 
have to pay this bill with an inflated dollar, or deflated dollar, or 
whatever you want to call it. 

If you do not think we Members of Congress have a responsibility 
on our shoulders—— 

Mr. Tuomas. That is a very good philosophical statement. 

Mr. Jensen. If you think we Members of Congress do not have a 
responsibility on our shoulders to figure out how we are going to save 
this great blessed way of life of ours, I am telling you it is a problem. 

Mr. Jonas. How much of your $14.5 billion ‘borrowing authority 
have you used up? 

Mr. Bracu. As of December 31, sir, the total amount used was 
right at $13 billion. We have $1.5 billion unused as of December 31. 

We anticipate that by April, without the supplemental, we will have 
$14.2 billion in use, and by May 31, about right at $14.5 billion, and 
by June we will be up pretty close to $15 billion. Those estimates 
were made before recent developments which indicate that they may 
be low. In other words, our cotton loans are exceeding what we 
anticipated, and probably our corn loans will do likewise. 

Mr. Jonas. You use your revolving fund, too, do you not? 

Mr. Beacu. The borrowing power is the revolving fund. 

Mr. Jonas. After you exhaust your borrowing authority you revert 

then to your revolving fund‘ 2 

Mr. Bracu. No, sir; we have nothing but the borrowing power. 

It is a revolving fund in the sense that all the receipts go into it, and 

all outlay comes from it. The amount in use at any particular time 

reflects everything collected up to that time. 


ADMINISTRATIVE EXPENSES 


Mr. Jonas. Getting back to this supplemental request of $2 million 
for administrative expenses, are you not using private agents to make 
these loans, and to do most of the purchasing and selling? 


37458— 59 10 
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Mr. Bracu. No, sir; except with respect to tobacco loans whic) 
are made through cooperatives and with regard to peanut loans tha; 
are made through cooperatives and with regard to naval stores loans 
made through cooperatives. All of our other loans, except cotton, 
are made at the county level and we utilize banks as the lending ang 
service agents. They provide the funds sometimes for the loans and 
about one-third of our loans are presently financed by banks. That 
financing, however, is charged against our borrowing power. 

Mr. Jonas. Take cotton, for example; do you not have agents 
eer eee to buy your cotton ? 

Mr. Beacu. We will under the new program, but that program 
begins with the 1959 crop. 

Mr. Jonas. It is proposed to go into effect in May; is it not. 

Mr. Beacu. That is correct. 

Mr. Jonas. But heretofore you have used them for the loan pro- 
gram ? 

Mr. Bracu. We use loan clerks at the county level, and the work 


that this appropriation or limitation finances is beyond that level, | 


This is to finance work at the commodity office level. 

Mr. Jonas. Will that not curtail your need for additional man. 
power? 

Mr. Beacu. No, sir; that has been going on all the time. 

Mr. Jonas. I thought you just got through telling me it had not 
been going on all the time. 

Mr. Beacu. With respect to the purchases it has not because we have 
not been buying cotton, but with respect to loans it has. 

Mr. Jonas. If you let private enterprise do your selling, and if you 
would utilize the facilities that we already have in existence, could you 
not cut down on your overhead ? 

Mr. Beacu. No, sir; we are utilizing private enterprise to the maxi- 
mum possible extent. 

Mr. Jonas. Are you making the maximum use of private enter. 
prise as of now? 

Mr. Beacu. Mr. Berger might want to comment on that. 

Mr. Jonas. I do not care to go into it if you say you cannot utilize 
private enterprise any more than you are doing at the present time. 

Mr. Beacu. Yes, sir; that is right. With respect to the work 
financed from this authorization it represents the residual part after 
we have utilized private enterprise to the maximum possible extent. 

Mr. Jonas. Do you not have $400,000 in here for additional rentals? 

Mr. Beacu. Yes, sir. 

Mr. Jonas. W hy do you need any more space ? 

Mr. Breacu. We have had to upgrade our space in certain areas but 
this increase is for additional rents for electronic data processing 
equipment which is the machine equipment that we use to process these 
tremendous volumes of paperwork. 

We find, for example, Mr. Jonas, that in the New Orleans office 
through the use of this one machine we are able now to operate with 
over 200 less people than we were able to operate in 1956 despite the 
fact that we have a larger volume of business, and we are keeping our 
work more current. 
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Mr. Jonas. Where does that show up in your figures? You say 


you need 371 more people. 


Mr. Bracu. This is after the savings have been accomplished; the 
use of the 371—after the savings had been made. Were it not for that 
we would have had to ask for 200 more. 

Mr. Jonas. With experience cannot these people handle more 
paperwork ? 

Mr. Bracu. We handled 8 percent more last year than we handled 
the year before, and that is recognized in these estimates. 

Mr. Jonas. Is it possible we have too much paperwork involved ? 

Mr. Breacu. We are doing everything we can do to curtail it. 

Mr. Jonas. Are you making any progress in shortcutting the use 
of paperwork ¢ 

Mr. Bracu. We have done a tremendous amount of work in that 
field, and I think the fact we were able to increase our production rates 
as I say, by 8 percent last year, over the previous year, indicates we 
are making some very definite progress in that respect. 

Mr. Jonas. That is all. 
Mr. Tuomas. Thank you very much, gentlemen. 


OFFICE OF INFORMATION 
WITNESSES 


R. LYLE WEBSTER, DIRECTOR OF INFORMATION, OFFICE OF 


INFORMATION 

JAMES H. McCORMICK, ASSISTANT DIRECTOR IN CHARGE OF 
PUBLICATIONS, OFFICE OF INFORMATION 

GALEN YATES, CHIEF, ADMINISTRATIVE MANAGEMENT DIVISION, 
OFFICE OF INFORMATION 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


Program and financing 











1959 1959 Increase (+) 
presently revised or de- 
available estimate | crease (—) 

Program by activities: | 
1. Publications review and distribution_. snl $648, 689 | $685, 345 | +$36, 656 
2. Review and distribution of current agricultural infor- 
mation. , | 493, 523 520, 185 | +26, 662 
3. Review, preparation, and distribution of visual agricul- | | ‘ 
tural information... ---- 4 212, 453 226, 135 +13, 682 
Total obligations... .....-- Pigs 1, 354, 665 | 1, 431, 665 +-77, 000 
Financing: Comparative transfer to other accounts - - 4, 600 4, 600 | ; 
New obligational authority - . ae ‘ 1, 359, 265 | 1, 436, 265 +77, 000 
New obligational authority: } ‘ | 
Appropriation a bpicasing 1, 359, 265 1, 359, 265 | 
Transfer from ‘‘Conservation reserve”’ soil bank programs | 
(H. Doc, 58) ---- ; ; i : aoa 77, 000 | +77, 000 
Appropriation (adjusted) - th * 1, 359, 265 1, 436, 265 | +77, 000 
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Object classification 





1959 1959 Increase (+ 
presently revised or de- 
available estimate Te = 

Total number of permanent positions 133 133 
Full-time equivalent of all other positions__- 1 l 
Average number of all employees 120 120 
Number of employees at end of year is . 128 128 


01 Personal services: 
Permanent positions $664. 419 éTIR 5OI 


; + $54, 082 
Positions other than permanent... 747 3 


a, ote », UL +278 
Other personal services 5, 499 3, 739 +240 
Total personal services 670, 665 735, 265 +-f4, 600 
02 Travel 9, 000 9, 000 
03 Transportation of things 3, 000 3 O00 
04 Communication service ‘ 70, Of 33, 000 +18, 000 
06 Printing and reproduction 09, 800 500, 000 >, 800 
07 Other contractual services : 10, 500 0, 500 
Services performed by other agencies 25, 10 25, 100 
08 Supplies and materials ; 9, 000 1, OOF . 
09 Equipment +, 000 4, 000 
11 Grants, subsidies, and contributions 43, 300 47, 5K +4 200 
15 Taxes and assessments_. 300 300 : 
Total obligations ; Pe i ee ed 1, 354, 665 1, 431, 665 4-77, 000 


We have two programs remaining, and let us take up for considera- 
tion first the Office of Information. This involves mail and pay, 
gentlemen. The amount is $77,000. There is $18,000 for mail and 
$59,000 for pay. This is for the Office of Information. 

At this point in the record we will insert pages 1 and 2 of tl 


A 
justifications. 
(The pages referred to follow :) 
OFFICE OF INFORMATION 
(H. Doc. 58) 
Salaries and expenses, 1959 
Request (by transfer from other funds available to the Department) $77, 000 
Appropriation to date dO, 2H5 
Obligations to Jan. 31, 1959 7, 171 
Expenditures to Jan. 31, 1959 637, 054 


Budget estimate next fiscal year acenieiedstotabicehaatipaeain ‘ s 1, 431, 665 
Employment: 
Average number current appropriation_ 


ee ee 120 
Average number involved this estimate 


jamie iain aotnon 0 


Actual employment Jan. 31, 1950__..............._...... nn aa 120 
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PROPOSED LANGUAGE 


“For an additional amount for ‘Salaries and expenses,’ $77,000, to be derived 
by transfer from the appropriation for ‘Conservation reserve program,’ fiscal 
year 1959.” 

EXPLANATION OF LANGUAGE 


This proposed transfer is to provide $59,000 for financing increased pay costs 
resulting from Public Law 85—462 and. $18,000 for increased postal costs result- 
ing from Public Law 85-426, which cannot be absorbed within this appropriation. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Activities under this appropriation.—This appropriation item finances the ad- 
ministrative expenses of the Office of Information which has general direction 
and supervision of all publications and other information policies and activities 
of the Department including the final review, illustrating, printing, and distri- 
bution of publications, clearance and release of press, radio, television, and 
magazine materials, maintenance of central files of news and general illustra- 
tion-type photographs; and the preparation and distribution of exhibits and 
motion pictures. The Office also publishes the Yearbook of Agriculture, the 
annual report of the Secretary of Agriculture, the Department directory, the 
Department List of Publications; handles the details of distributing farmers’ 
bulletins allotted to Members of Congress; and services letter and telephone 
requests for general information received in the Department. 

This appropriation item also finances the postal costs of all USDA agencies’ 
periodicals, publications, and bulletins that are mailed from the Government 
Printing Office by the Superintendent of Documents. These mailings represent 
about 50 percent of the total postal costs to the Office of Information. In 
addition to the regular Office of Information mailings, this appropriation item 
also finances the mailing costs of press summaries and special information 
materials covering activities of all agencies of the Department. 


Need for supplemental funds 


Increased pay costs, 1959.—The total increase in pay costs in 1959, amount- 
ing to $68,800 was estimated at 10 percent of the amounts needed for personal 
services in 1959 at old salary rates, excluding ungraded positions and increas- 
ing this amount by 614 percent for the added retirement costs. Of this amount, 
$9,800 may be absorbed by administrative action within the Office of Informa- 
tion. Therefore, a total of $59,000 is needed to meet the additional cost in 1959 
of increased pay. It would not be possible to absorb any more of the pay in- 
crease costs without seriously affecting the supply of publications available 
for distribution by Members of Congress and this Department, and the filling 
of requests received by this Department. 

Increased postal costs, 1959.—The cost of mailings by the Office of Information 
was increased by approximately one-third, effective in the fiscal year 1959, by 
the general increase in postal rates provided by Public Law 85-426. The total 
increase, amounting to $20,263, was estimated at one-third of the actual costs 
for fiscal year 1958. Of this amount, $2,263 may be absorbed by administrative 
action within the Office of Information. Therefore, a total of $18,000 is needed 
in 1959 to meet the additional costs of increased postal rates. It would not be 
possible to absorb any more of the postal increase costs without seriously affect- 
ing the servicing of requests for information and publications both from Members 
of Congress and the general public. 

The major portion of this appropriation is for the editing, printing, and dis- 
tribution of farmers’ bulletins, the Agriculture Yearbook, and other publications 
most of which are disritbuted through Members of Congress. Funds for these 
activities are already obligated or committed for the remainder of the year. 


Mr. Toomas. Are there any questions on these two items, gentlemen ? 
If not. we will proceed. 
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Turspay, Fesruary 24, 1959. 


Forest SERVICE 


WITNESSES 


RICHARD E. McARDLE, CHIEF 


CLARE W. HENDEE, ASSISTANT CHIEF 


EDWARD P. CLIFF, ASSISTANT CHIEF 


M. 8. LOWDEN, DIVISION DIRECTOR OF FIRE CONTROL 


LINNE AHLBERG, BUDGET OFFICER 


CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 


DEPARTMENT OF AGRICULTURE 


Program and financing 


Program by activities: 
1. Forest land management 
2. Forest research _...-- : ae 
3. State and private forestry cooperation __ 
4. 1959 program obligated in 1958___. 


Total obligations......._... 
Financing: 

1959 appropriation available in 1958____.__.__..-._. 

Advances and reimbursements from other aceounts 


New obligational authority 


New obligational authority: 
Appropriation -_._...._.- 


Transfer from ‘“‘Conservation reserve,’’ soil bank programs | 


(H. Doc. 58) - -- 


Appropriation (adjusted) 


1959 
presently 
available 


$75, 977, 000 
15, 523, 000 
12, 705, 000 

—625, 348 


103, 579, 652 


.| 625, 348 | 


—700, 000 


103, 505, 000 


103, 505, 000 


103, 505, 000 





1959 
revised 
estimate 


$88, 803, 000 
16, 526, 400 
12,807, 800 

—625, 348 


117, 511, 


— (00, 


to 
=~ 
oo 


117, 437, 


112, 005, 000 


5, 482, 200 


117, 437 


, 200 


1959 
Increase (+) 
or de- 
crease (—) 





+-$12, 826, 000 
+1, 003, 400 
+ 102, 800 


+13, 932, 200 


+8, 500, 000 


+-5, 432, 200 


+13, 932, 200 


Total nu 
Fuil-time 
Average | 
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Object classification 























tIojuu 
| | 
1959 1959 | Increase (+) 
presently revised or de- 
available estimate crease (—) 
FOREST SERVICE | 
} 
Total number of permanent positions------..-.-.-- ha 9, 185 Glee ie soc de ceee ate 
Full-time equivalent of all other positions___-.....-...----- oe 4, 024 | 4, 704 +-680 
Average number of all employees. --...-.-...-.---.------------ 12, 254 13, 016 +762 
Number of employees at end of year. ...........-....-..-.---- 17, 650 | B75 Rcdiesnnabiiiiaias 
1 Personal services: | 
tR Permanent positions... -- a $43, 055, 476 $47, 381, 876 +-$4, 326, 400 
beets Positions other than permanent__.............-..--.-- 11, 559, 018 13, 807, 218 -+-2, 248, 200 
SE SIRS DONTE a ob otid cA ccd ctw vecasnenban | 2, 244, 931 5, 399, 331 +3, 154, 400 
Total permanent services. - -- SSG Hcaanae 56, 859, 425 | 66, 588, 425 +9, 729, 000 
neath aetavemnsonaminnnies ot abebbnwemeiieiaonti 3, 208, 000 3, 560, 300 +352, 300 
03 Transportation of things ae SWawiescupevetands 754, 900 931, 800 +176, 900: 
ae 04 Communication services.......-- mse wees ~~] 716, 200 | 738, 000 +21, 800 
05 Rents and utility services__..-. a ieneane = 915, 200 | 1, 006, 600 | +91, 400 
+) 06 Printing and reproduction... 593, 200 593, 900 | +700 
07 Other contractual services ae wii 5, 805, 200 7, 426, 200 +1, 621, 000 
-) Services performed by other agencies . » | 5, 277, 600 5, 644, 200 | +366, 600 
— 08 Supplies and materials ‘ abmacianid i | 7, 006, 076 8, 109, 876 +1, 103, 800 
09 Equipment See es 3 see Saat 2, 777, 000 2, 876, 100 | +99, 100 
10 Lands and structures. _- statiaiantasiietstaiaadeas in a 5, 925, 000 5,926,000 13 2...U05/._... 
000 11 Grants, subsidies, and contributions-___- ees . } 2, 806, 400 | 3, 084, 900 +278, 500 
400 Payments to States. outs 11,701,200 | 11, 701, 200 eds 
800 13 Refunds, awards, and indemnities -- mes 43, 800 | 500 | +63, 700 
15 Taxes and assessments_- ssubighaidinies heseeacionesttpeabewannic . -| 336, 710 600 | +66, 890 
od 9 program obligated im 1958__..............._..- ‘ Se 625, 348 | 5, 348 wna 
200 1959 F : lt 
a lo slenitnsaieivintelinindiaiatte aimaspeiitos otk naga 104, 100, 563 118, 072, 253 +13, 971, 690 
Deduct quarters and subsistence charges...................... | 993, 811 1, 038, 811 45, 000 
al |. : ; 
00) SEs Are EN Occitan denibenntenhdnilicieeansictbanmmnati 103, 106, 752 117, 033, 442 | +13, 926, 690 
! — —! 
7 ALLOCATION TO DEPARTMENT OF THE INTERIOR 
} | 
00 Total number of permanent positions. ................- -| 5 | 5 | 7. 
Full-time equivalent of all other positions.........._- sell 74 | 74 | a 
00) Average number of all employees..___...-_____.__- : a 80 | 80 | , 
a Number of employees at end of year. _.........-.......-...- -| 223 | 223 ‘ 
00 ; ee 
- 01 Personal services | | 
Permanent positions re soo 27, 301 | +$2, 800 
| Positions other than permanent | 743 +2, 514 
| Other personal services 16, 107 +16 
Total personal services ne aee ee. ea 326, 151 331, 481 +5, 330 
| 02 Travel ‘ 8, 480 S AUO Bsn abd di tees 
08 Transportation of things. | 2, 900 ED Pan usniatderte 
04 Communication services ‘. meal ‘ nal 3, 500 3, 500 cm “ 
| 05 Rents and utility services «fel aaa ; Se | 5, 200 5, 200 = és 
06 Printing and reproduction 20 20 ee 
| 07 Other contractual services 60, 436 | 60, 436 
| 08 Supplies and materials ; 49, 740 00. Ee tecccesuscencee 
09 Equipment. ; a 13, 420 | 18,400 t.......; — 
ll Grants, subsidies, and contributions-__.-- aetankdeons til 2, 568 | 2, 748 | +180 
15 Taxes and assessments...................-- — eel 6, 050 | Be Datei cectictce 
16 Investments and loans... aide cecnasdibean arpnanarbenl 175 | 175 |_. 2 
Waite ide di wi eu Ca 478, 640 | 484, 150 | +5, 510 
Deduct quarters and subsistence charges._..............- an 5, 740 | Bi 20 isan *2 
Total, Department of the Interior.................- 472, 900 | 478, 410 +5, 510 
Tipteers i isk shh tecaee heen cemusind 103, 579,652 | 117,511,852 | +13, 932, 200 
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Mr. Tuomas. The next matter for theiconsideration of the com. 
mittee is the request of the Forest Service which is in the amount of 
$13,932,200, of which $5,432,200 is derived from the transfer from 
the appropriation for “Conservation reserve program” for fiscal year 
1959. 

At this point in the record we will insert the appropriate pages 
of the justifications. 

(The pages referred to follow :) 


ForEST SERVIC! 
(H. Doc. 58) 


Forest protection and utilization, 1959 


IN ne 
By appropriation______ 


ic ae $13, 932, 200 
Bs ‘ 3 in ctienindnnensts S, 500, 000 


iy Sreneter.. : sais ss 5, 432, 200 


—— 
_—_—— 


Appropriation to date___________ aan 103, 505, 000 
Obligations to Dee. 31, 1958 


aaah 71, 412, 454 
Expenditures to Dec. 31, 1958 57, 245, 837 


104, 150, 000 


——— 


Budget estimate next fiscal year___ 
Employment : 
Average number current appropriation 
Average number involved this estimate 
Acutal employment Dec. 31, 1958 


iene 12, 254 
Th 


11, 267 
PROPOSED LANGUAGE 


“For an additional amount for ‘Forest protection and utilization’, as follows: 

“Forest land management’, $12,826,000, of which $5,432,200 shall be derived 
by transfer from the appropration for ‘Conservation reserve program’, fiscal 
year 1959; ‘Forest research’, $1,003,400; and ‘State and private forestry coopera- 
tion’, $102,800.” 


EXPLANATION OF LANGUAGE 
This language is recommended to provide a proposed supplemental appro- 


priation of $8,500,000 for fighting forest fires and a proposed transfer of 
$5,432,200 to cover the cost of pay increases under Public Law 85-462. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 
Activities under this appropriation 

The Forest Service carries on three primary functions: (1) 
opment, and use of about 181 million acres of land 
United States and Puerto Rico; 
covering about 4.7 million acres; 


Protection, devel- 
in national forests in the 
and management of land utilization projects 
(2) cooperation with States and private forest 
landowners to obtain better fire protection in approximately 435 million acres 
of forest lands and better forest practices on about 345 million acres of privately 
owned commercial timberlands, to encourage reforestation and stimulate devel- 
opment and management of State, county, and community forests; and (3) 
research for all public and private forest lands and related ranges to improve 
protection from fire, insects, and diseases: to increase production of timber, 
forage, water, and other products; to develop better utilization and marketing 
of forest products; and to maintain a current inventory of forest 


resources 
through a nationwide forest survey. 
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Justification for supplemental estimate, fiscal year 1959, for ‘‘Forest protection and 
utilization, Forest Service’’ 











| Supplemental estimate, 1959 | Revised 
i Ne Be ______| estimate, 
| tion, 1959 | | 1959 
Program |Pay Act costs | 
Forest protection and utilization: 
Forest land management: | 
National forest protection and manage- | | 
ttl ais thst deninttiaminn ctiniieiiaaetii | Bee, BE eckawenses wy $4, 077, 300 | $67, 894, 400 
Fighting forest fires.............- ie) 5,000,000 | (1) $8,500,000 |_.......-...__| 13, 500,000 
Insect and disease control... _.__- awe. 248, 700 | 6, 608, 600 
Acquisition of lands, Weeks Act. | 100, 000 |______- ES OE ees | 100, 000 
Subtotal, forest land management_.._| |! 75, 277,000 8, 500, 000 4,326,000 | 88, 103, 000 
ene. 2 oo | Saco s. ee 1,003,400 | 16, 526, 400 
State and private forestry cooperation_- TE FOR CSO Fike cou: | 102,800 | 12,807, 800 
Re Pant ans cee betieame ene aciie 103, 505, 000 8, 500,000 | (2) 5, 432, 200 117, 437, 200 








| Includes transfer of $155,000 from ‘‘ Forest research’’ and $15,000 from ‘‘ State and private forestry coopera- 
tion’’ to the “‘ Forest land management” subappropriation for use on pest control projects in fiscal year 1959. 


(1) INCREASE oF $8,500,000 ror FicguHTIne Forest FIRes 


The following tabulation and narrative statement present factual information 
on forest firefighting obligations and estimates pertaining to national forests in 
fiscal year 1959: 


Obligations in 1958 reimbursed from the 1959 appropriation___-__-_- $550, 369 
Obligations from July 1 to Dee. 31, 1958______------~- Neen ee 
Estimated requirements, Jan. 1 to June 30, 1959_____-_-__- Re 
Total for period July 1, 1958, to June 30, 1959_____ J ee ee ee 
Less amount available from fiscal year 1959 appropriation _._. —5, 000, 000 
I A a has eeeibkeaase Serena ie teceeces ea a 


COMPARISON WITH ESTIMATE IN THE 1960 BUDGET 


The estimate in the 1960 budget submission to Congress is $7,500,000 compared 
with the present estimate of $8,500,000. The additional $1 million results from 
extremely high fire danger in California, and particularly southern California, 
during November and December 1958. This was the driest such period in 108 
years for southern California. Lack of moisture, low humidities, and high 
winds created extreme fire danger requiring emergency manning of fire protec- 
tion personnel. Many fires occurred in which burned acreage and cost of control 
were low. However, the Stewart fire, near San Diego, Calif., which started 
on December 14, burned more than 61,000 acres, of which about 36,000 acres were 
national forest land. This fire required about 1,800 firefiighters with heavy 
complements of equipment and high cost of final control. 

Had the fire season been more normal in southern California, without large 
costly fires, the original estimate of $7,500,000 might have been sufficient. In 
view of actual developments, however, a total supplemental of $8,500,000 is 
required to provide a reasonable amount for emergency firefighting during the 
period January 1 to June 30, 1959. 


ESTIMATE FOR THE JANUARY 1 TO JUNE 30, 1959, FIRE SEASON 


Recent history of fire occurrence shows an expectancy of about 3,000 fires dur- 
ing the last 6 months of the fiscal year. Suppression of these fires will require 
the use of many firefighters to construct approximately 1,000 miles of fireline, 
particularly in such critical areas as the Southeast, Arizona, and New Mexico. 
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Obligations during this 6-month period for the past 5 years have been ag 
follows: 


Fiscal year : Obligations 
I I  . aeeecnenineionmananiomere tients $1, 657, 123 
I eae a TL ineneeiseseenimacencnasumenarmnan 1, 606, 446 
ce muiieememtemiatumin 2, 875, 863 
MER af shod! SEL es EE Re See ee cee Sere ieee ees 1, 342, 615 
ciinin es I i i 


a Ee _ 2,026, 881 





Re erctas cists igceicenconienceysnserensnteeianmecnpaieseges socnes- SANA odabbhiel ei MAAAIIAS Sasa, 1, 901, 786 


While the 5-year average is about $1.9 million. this includes a low of $1.3 million 
and a high of $2.8 million. The estimated obligations for the period January 1 
to June 30, 1959, of $1,476,371 are slightly below the average for 4 years when 
the high year of $2.8 million is excluded. This is judged to be a conservative 
figure and the final obligations for the period may vary depending on fire 
weather conditions during the spring and early summer. 


A. Fire control summary for fiscal year 1959 


The need to spend the estimated $13,500,000 during fiscal year 1959 was 
dictated by extreme fire danger, increasing costs of doing business, and high 
potential of costly damage by fire. 

1. Large fires are costly.— Comparatively few fires each year escape early con- 
trol and spread to large size. These few, however, are the fires that cause 
great damage and require large sums of money to suppress. Examples of such 
fires in fiscal year 1959 are: 

(a) The Stewart fire on the Cleveland National Forest in southern California 
started December 14, on a day of extremely high fire danger. The fire was not 
controlled until the evening of December 19, and burned 36,000 acres of na- 
tional forest and 25,000 acres of land protected by the State. Maximum forces 
mobilized on the Forest Service portion of the fire included 1,095 civilians, 
720 Navy and Marine Corps, 32 bulldozers, 32 tank trunks, and 10 aircraft. 
Estimated cost to control, $500,000. 

(6b) The Monrovia fire on the Angeles National Forest started at 3:30 p.m., 
October 2, and was controlled October 8. It burned 12,640 acres of national forest 
and 2,129 acres of other lands. Watershed damage is estimated at $10 million. 
It required 635 men, 17 tank trucks, and 4 air tankers to suppress. Total sup 
pression cost, $500,000. 

(c) The Monkey fire on the San Bernardino National Forest started at 12:30 
p.m., July 8. It was one of three fires on that forest of more than 300 acres which 
started within a 83-hour period. Peak employment on the Monkey fire: 516 fire- 
fighters; area burned, 615 acres; time to control, 101 hours; fire declared out, 
July 29. Cost, $175,000. 

(d) The Soap Creek fire on the Boise National Forest in Idaho started by 
lightning August 12. It was controlled August 14 after burning 800 acres, 
About 500 firefighters were employed. Suppression cost, $51,750. 

(e) The Found Creek fire on the Mount Baker National Forest in Washing- 
ton started by lightning in a rugged, inaccessible area. It was discovered 
August 14 and controlled August 31. A maximum of 312 firefighters were em- 
ployed. Four helicopters were used on 950 flights carrying firefighters and 
3,400 pounds of air freight. Estimated savings by use of helicopters, $45,000. 
Suppression cost, $219,822. 

2. Fire danger above average.—All western regions of the Forest Service had 
average to extremely high fire danger with longer seasons than normal. The 
eastern regions had about normal fall burning conditions. 

The severe drought of the past several years in southern California continued 
through 1958 with extremely low humidities resulting in lower fuel moistures. 
In the San Francisco Bay area all-time heat records were broken in December 
and at the same time rainfall since July at various weather stations was only 
1 to 14 percent of normal. 

Utah and all of the Great Basin area had a severe fire season with low rain- 
fall and many days of low humidities. In Oregon and Washington the 1958 
fire season is classed as one of the hottest on record and the most severe since 
1951 and 1952. In western Oregon the mid-September—October period was in 
some respects the most severe since 1936. Northern Washington forests were 
more critical than those farther south, it being the driest season ever recorded 
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in the Mount Baker National Forest. This trend extended into the Province of 
British Columbia in Canada, which had one of its most disastrous seasons. The 
season in southeastern Alaska was one of the driest on record. 

8. More fires and less area burned.—There were 11,050 fires in 1958 compared 
with 7,195 fires in 1957 and a 5-year average of 9,787. Lightning fire occurence 
for calendar year 1958 was the third greatest during the past 25 years and 
exceeded the 5-year average by 33 percent. Although the fire season was more 
severe than average, the man-caused fires did not greatly exceed the record 
low number for 1957. A definite downward trend in man-caused fires is noted 
when comparing the 1949-53 average of 5,900 fires with the 1954-58 average 
of 4.500. This significant decrease is due, for the most part, to extensive fire 
prevention programs such as the national cooperative forest fire prevention cam- 
paign (Smokey Bear), “Keep Green” organizations, and the increased emphasis 
on prevention by the Forest Service and other protection agencies throughout 
the country. 

The area burned in calendar year 1958 was approximately 120,000 acres com- 
pared to 141,191 acres burned in 1957, a fire season of lesser potential, and a 
5-year average burn of 244,125 acres. Part of this favorable record can be 
attributed to a less than average number of man-caused fires, and part to more 
use of mechanized attacks, including aircraft. Fire-control costs were up, but 
an outstanding record was made in holding burned area and potential damage 
to a minimum. 

4. Forest values increasing —Potential losses from fire go up as timber and 
other forest resources continue to increase in value. In many States the timber 
on some lands is valued at more than $2,000 per acre. 

Watershed values vary greatly nationwide. Water is practically priceless in 
many interior parts of the country and in southern California. Watershed cover 
in the mountains of southern California is valued at about $1,000 per acre. 

Some losses from fire can be measured in monetary terms, but many more can- 
not. Demands on the national forests continue to grow with increasing popula- 
tion. Loss from fire becomes more severe and less tolerable as resource use 
becomes more intensive. 

Over 10,000 cubic yards of topsoil and debris were loosened and washed down- 
stream by a shower July 29 on a 90-acre watershed that burned July 8 during 
the Monkey fire on the San Bernardino National Forest in southern California. 
The debris closed a main highway and damaged several cars. Long-range damage 
cannot be accurately calculated but is known to be great. When areas burn 
that are subject to erosion and also are adjacent to metropolitan areas or high 
value agricultural lands, resulting flood damage can be tremendous. 

5. Emergency manning required.—The basic or “regular” fire organization is 
planned to meet most protection needs in a normal fire season with average fire 
danger. This organization is financed by the national forest protection and 
management activity. Fighting forest fire funds are used to finance the extra 
forces and facilities used to suppress fires and to strengthen the regular force 
temporarily during periods when high fire danger creates emegency conditions 
and for overtime work of the basic or regular fire oganization. 

Emegency conditions develop when fire danger exceeds the predetermined 
average for which the basic fire organization is planned. Fire danger can be- 
come critical during, preceding, or following the normal fire season on any day or 
series of days and may extend for several weeks in some localities. In easier 
years few emergency periods develop; in critical years, they occur more fre- 
quently and for longer duration. Because they occur irregularly and often cannot 
be foreseen very far in advance, the most economical management requires orderly 
planned emergency buildup in forces on a temporary basis. The system developed 
for emergency manning assures sizable savings in public expenditures. During 
relatively easy seasons which usually occur in one or more regions of the country 
each year, costs are held down by not manning for peak loads. In bad fire years, 
savings are made by having available strong forces which attack and control fast- 
spreading fires while they are small. Due to the severity of the 1958 fire season, 
costs for emergency manning were high. 

6. Modern methods save resources but cost money.—The Quimby Creek fire on 
the Shasta-Trinity National Forest in central California is a good example of 
the effectiveness but high cost of modern methods. It was started by lightning 
the evening of August 23. Within 2 hours four smokejumpers were on the fireline. 
By midnight 2 crew bosses and 10 additional firefighters had arrived by truck and 
foot. Early the following morning eight planeloads of fire retardant totaling 
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4,100 gallons were dropped on the fire. A bulldozer constructed one-half mile of 
road to gain access for tank trucks. Although ony 9 acres were burned the sup- 
pression cost was $11,720. 

For comparison, a fire that started close to the same place in 1926 required 22%, 
hours to reach and 31 days to control; 3,880 acres were burned and costs were 
$6,000 for suppression. 

The Monkey fire, although relatively small (615 acres), was costly. Its iso- 
lated location and the rugged terrain prevented use of ground equipment such as 
bulldozers and tank trucks. Air tanker use cost $17,516, which included fire 
retardant, mixing, and hire of aircraft. Helicopters cost an additional $10,202 
for ferrying men and supplies, reconnaissance, and patrol. Air attack was 16 
percent of the total cost of control. Without it the acreage burned, suppression 
costs, and damage would have been far higher. 

During the 1958 fire season air tankers applied 67,000 gallons of water and 
1,410,000 gallons of fire retardant mixture on 320 fires. This was tearly three 
times the amount cascaded in 1957 on over three times as many fires. Results 
of this use are being thoroughly analyzed. It is believed that the use of fire 
retardants has been a large factor in reduction of area burned during the past 
two seasons. 

The greater strength of attack through the use of aircraft, bulldozers, plows, 
tank trucks, and other mechanized equipment has prevented many small fires 
from becoming large during critical fire weather. 

B. Progress in fire control 

Continued aggressive efforts to improve financial management and increase 
operating efficiencies through development of better procedures and skills are 
being exerted to help offset the trends toward higher costs. 

1. National fire planning.—The purpose of this program is to reanalyze the 
forest fire protection system, unit by unit, nationwide. It is planned to scien- 
tifically restudy fire control based on up-to-date findings of research, new tech- 
niques, equipment, and present-day forest values. It will provide uniform 
nationwide fire control performance standards to meet current resource manage- 
ment objectives. The result should be the best integrated system of equipment, 
manpower, methods, and facilities needed to meet these standards under varying 
conditions of fuel, weather, and topography. It will provide a more accurate 
measure of performance among fire control units and a basis for equitable distri- 
bution of appropriations to forest regions and national forests. 

2. Beiter firefighting equipment.—A number of important studies are in prog 
ress to increase the effectiveness of equipment in fire control, varying from hand 
tools to aircraft. Such items as disposable flashlights, dry batteries, improved 
safety hats and protective clothing, and fireline trenchers, are currently being 
tested and improved for fire use. Air tanker use is receiving continued study in 
California, the Northwest, and Southwest. Air tankers are being tested under 
local conditions in the Lake States, the Northeast, and the South 

A fully equipped helicopter organization for initial attack is being tried on the 
Selway-Bitterroot area in Montana. 

C. Cooperators gave valuable aid 

The military services provided valuable cooperation on many fires with mau 
power, aircraft, and ground equipment. 

Mutual aid arrangements with neighboring protection agencies were effective 
in many places. State, county, city, and Forest Service units worked closely and 
often jointly on the fire problem. Many of the major fires were fought by the 
combined efforts of all these agencies. 

D. High price in lives lost 

Thirteen lives were lost on fires. California—three men killed on three sep 
arate fires. One man lost his life when struck by lightning. Five men, all pilots 
lost their lives in airplane crashes during aerial tanker operations on three 
separate fires. Washington—four men were killed in an airplane crash on a 
cargo-dropping mission. 

All possible effort is being directed toward more effective accident prev 1 
measures in this hazardous work. 


HISTORY OF APPROPRIATIONS FOR FIGHTING FOREST FIRES 


From 1916 through 1950, the Congress appropriated each year in the regular 
appropriations act a token amount for fighting forest fires which was supple 
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mented to the extent required to reimburse actual expenditures by a supplemen- 
tal appropriation made after the summer and fall firefighting costs were known. 
During most of this period current year appropriations were made available to 
meet prior year obligations when necessary. 

Beginning in fiscal year 1951 and continuing through 1959, Congress appro- 
priated amounts varying from $6 million to $5 million in the regular annual 
appropriation act for fighting forest fires. Effective with fiscal year 1958, the 
entire amount available was reserved for emergencies to be apportioned for use 
only to the extent necessary to meet emergency conditions. The provision mak- 
ing the current year appropriation available to meet prior year obligations when 
necessary was continued. 

The following table shows the status of fighting forest fires appropriations 
during the period 1951 to 1959: 


Obligations in 
excess of 


Amount of Supplemental | appropriation 
Fiscal year | regular appropriation | covered by 
appropriation orestimate | subsequent 
year’s 


appropriation 








1951__. $6, 000, 000 | $591, 429 
1952 | 6, 000, 000 $3, 250, 000 | as 
1953... 6, 000, 000 | =o 

1954__- - 6, 000, 000 | 4, 500, 000 

1955... 6, 000, 000 as 348, 787 
1956__. ae 5, 000 | 5, 250, 000 1, 921, 386 
1957... 5, 250, 000 | 6, 500, 000 en ; 
1958. _. ; Gal 5, 000, 000 | 3, 850, 000 550, 369 
1959... Sth an AEA ronal 5, 000, 000 | 8, 500, O09 | 2 --nnwnscmcnee 


SITUATION IN FISCAL YEAR 1959 


For reasons already explained, expenditures in excess of the amount available 
for fiscal year 1959 have been made. These expenditures have been met tempo- 
rarily from other forest protection and utilization appropriations, in accordance 
with provisions of law (31 U.S.C. 534). The supplemental estimate of $8,500,000 
will permit the return of the borrowed funds needed for the purposes for which 
appropriated and will provide $1,476,371 for estimated obligations for emergency 
firefighting during the period January 1 to June 30, 1959. 


(2) INCREASE OF $5,432,200 ror Pay Act INCREASES AUTHORIZED BY THE FEDERAL 
EMPLOYEES’ SALARY INCREASE ACT OF 1958, APPROVED JUNE 20, 1958 (PusBLic 
LAW 85-462) 


The estimate of $5,482,200 will be provided by transfer from the appropria- 
tion “Conservation reserve program” for fiscal year 1959. The amount requested 
includes all pay act costs in the forest protection and utilization appropriation 
except those for fighting forest fires and minor amounts for insect and disease 
control, and are distributed as follows: 


perest-lina manawement ot oo eel a el din $4, 326, 000 
arene vemeaits ee ee a A a ere ee at 
State and private forestry cooperation Sse AEE | 102, 800 


INN ha a sate eee teehee aaciolaitiniad bakeee Actes eenld 


asecellowid: \S aaa 


’ay Act costs in all other appropriations are being absorbed. For all appro- 
priations, including permanent appropriations and trust funds, Pay Act costs are 
estimated at $7,586,698. In addition, increased salary costs for wage board em- 
ployees in fiscal year 1959 are estimated to be $1,598,329, all of which is being 
absorbed. Total increased salary costs, therefore, are $9,185,027, of which 
$3,752,827, or 40.9 percent, is being absorbed. 

Additional absorption of Pay Act costs cannot be made unless planned pro- 
grams are reduced. There follow separate justification statements for each of 
the three subappropriation items on which pay act costs are being requested. 
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FOREST-LAND MAN AGEMENT 


This covers primarily protection and management of the national forests, 


Pay Act costs cannot be absorbed without substantially reducing the level of 


currently planned program activities which would create serious public impacts, 
Funds now available for protection and administration of the national forests 
are urgently needed to cover existing jobloads. The use of the national forests 
is increasing each year, requiring additional personnel to handle increased job- 
loads. To absorb Pay Act costs would require curtailment in activities such ag 
timber sales, fire protection, recreation public use, range resource management, 
soil and water projects, and other important management and development work 
on the national forests. To curtail this work now would be inconsistent with 
(1) the increases provided in 1958 and 1959 to strengthen these programs and 
(2) the increase for administration of timber sales being requested in the 1960 
budget estimates. 

Pay Act costs cannot be absorbed within currently available funds, and the 
additional funds are urgently needed because the national forests are being 
utilized and managed more intensively than ever. This expansion requires 
increased manpower facilities, equipment, and supplies. This greater intensive 
management is in the best interests of the Nation, both from the immediate gains 
being made by revenue to the Treasury and in the long-term gain which will 
provide increasing products for use by future generations. 


FOREST RESEARCH 


The current rapid intensification of management of forest, range, and water- 
shed lands, and increasing industrial demands for forest products have created an 
urgent need for research in all aspects of forestry. This has been recognized in 
recent years by appropriation increases. The legislative history of most of these 
increases includes specific problems to be worked upon. The increases for fiscal 
year 1959 followed this same pattern. 

The major portion of the increase for fiscal year 1959 was designated for needed 
research facilities at specified locations. The remaining portion of 1959 in- 
creases was directed to recognized problems of broad scope and significance. 

Pay act costs could be absorbed only by termination of entire research proj- 
ects, some of them underway for a period of years, with consequent waste of in- 
vestment, or by failing to start work or construct facilities for which Congress 
has appropriated money. Spreading absorption of the pay act costs uniformly to 
all research activities would reduce many operations to inefficient levels. Some 
75 to 80 percent of research funds are expended on salaries. To absorb the pay 
act costs out of the remainder would reduce many units to ineffectiveness 

Recent history of increases for forestry research is evidence of intent of the 
Congress to strengthen this activity. It would be inconsistent with this intent 
to propose that the current program be reduced by absorbing pay act costs 


STATE AND PRIVATE FORESTRY COOPERATION 


ay act costs for this subappropriation could be absorbed only through a 
combination of the following actions and consequences : 

(a) A reduction in force of Forest Service personnel engaged in administra 
tion of cooperative programs with States in forest fire control, forest tree plant- 
ing, and forest management and processing under the Clarke-McNary Act of June 
7, 1924, and the Cooperative Forest Management Act of August 25, 1950. The 
present administrative staff in the Washington office and the nine regional offices 
is now the bare minimum required to give proper direction, inspection, and audit 
to these cooperative programs. Reductions in force would make it impossible to 
meet the administrative responsibilities attending these programs. 

(b) Reduction of the matching funds provided to the States for these same 
three cooperative programs. Due to the size and severity of the job facing them, 
it is felt that the States should not be requested to reduce their programs for the 
purpose of absorbing pay act costs relating to the Federal administration of the 
same programs. 

(c) Reduction in the forest fire prevention (Smokey Bear) program. Com- 
mitments have already been made in this camapign with the National Advertis- 
ing Council which cannot be canceled without serious curtailment of the nation- 
wide program to prevent forest fires. 
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(d) Curtailment of the general forestry assistance activity. The primary 
contribution of the Forest Service to the Department’s program for rehabilita- 
tion of rural underdeveloped areas is made through this activity. Any decrease 
in the amount of funds available for it would reduce the Forest Service participa- 
tion and require a reduction of personnel assigned to this work. 

Mr. THomas. How much is involved here with reference to the 
pay act increases ¢ 

Mr. McArpie. $5.4 million, Mr. Chairman. 

Mr. Tuomas. Is that by transfer ? 

Mr. McArpte. Yes, sir. 

Mr. Tuomas. And you want in your division $8.5 million? 

Mr. McArpte. Yes, sir. 

Mr. Tuomas. For what is the $8.5 million ? 

Mr. McArpuir. That is for the emergencies resulting from fight- 
ing forest fires on federally owned lands. 

Mr. Tuomas. Is this anew program ? 

Mr. McArpte. No, sir. 

Mr. Chairman, would it help the committee if I said two or three 
sentences on it? Mr. Kirwan and Mr. Jensen know about this 
program. 

Mr. Tuomas. In other words, you have a budget submission to 
Congress of $8.5 million ? 

Mr. McArpie. Mr. Chairman, the Congress has given the Forest 
Service the responsibility for protecting and managing 181 million 
acres of federally owned lands. This is the bulk of the forest lands 
owned by the Federal Government. Since 1916 Congress has made 
a token appropriation for emergency expenditures in fighting forest 
fires which came up beyond our regular ability to control. Since 
1951 Congress has appropriated somewhere between $5 million and 
$6 million a year for this purpose, and has permitted us to come back 
to you for additional funds for fighting forest fires if we got into 
difficulties, and the weather and other situations got beyond our ca- 
pacity to handle with the regular organization and made it necessary 
to employ additional people to meet emergency conditions. That is 
our situation this year, because we have experienced the worst fire 
weather conditions that we have had in a great many years, par- 
ticularly in the Western States. In southern California where a 
large portion of this money had to be spent we have had the driest 
conditions that we have had in the past 108 years of record. We 
have had half again in 1958 as many fires—11,050—as opposed to 
7.195 in 1957. 

Mr. Tuomas. How much are you spending for fighting fires ? 

Mr. McArpte. $8.5 million, Mr. Chairman. 

Mr. Grant. That is the supplemental request, Mr. Chairman. The 
total, including the money already in the regular bill, would be $13.5 
million. 

Mr. Tuomas. For insect and disease control how much are you re- 
questing? You donot havea supplemental item for that ? 

Mr. Grant. No, sir. 

Mr. Tuomas. And for acquisition on lands, you do not have any- 
thing? 

Mr. Grant. No, sir. 

Mr. McArpie. These are only the emergency funds for fighting 
fires. 
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Mr. Tuomas. I believe Mr. Kirwan has a statement which he would 
like to make at this time. 
Mr. Kirwan. You come in each year for a supplemental; do you 
not ? 

Mr. McArptr. Yes, sir. 

Mr. Kirwan. There exists sort of an arrangement between the De- 
partment and the committee in this regard. 

Mr. McArpte. Yes, sir. 

Mr. Kirwan. You could not have presented this in your regular 
bill which we finished about 2 weeks ago? 
Mr. McArpir. We did not know at that time just what we would 
need. 


Mr. Kirwan. You did not know when you were up here how much 
you would need ? 

Mr. McArpier. We did know approximately how much it would be, 
Mr. Kirwan, but we did not have this deficiency item prepared at 
that time. 

Mr. Grant. There is this further point, Mr. Kirwan: This $8.5 
million is for the fiscal year 1959; whereas the items you refer to relate 
to the 1960 budget. 

Mr. Krrwan. But you could not have put this request in the regular 
budget when you were up here? 

Mr. Grant. No, sir; because we need these ¢unds prior to July 1, 
1959. 

Mr. Kirwan. Each year you come up for a supplemental when you 
find out what the cost is? 

Mr. McArpte. Yes, sir. 

Mr. Kirwan. And you come before the Interior subcommittee and 
we allow that supplemental to go through each year? 

Mr. McArpiz. That is correct. As you know, for 35 years through 
fiscal year 1950 Congress appropriated a token amount of something 
like $100,000 each year for emergency fighting of forest fires, and then 
authorized us to come back with a supplement: al request for funds to 
pay the actual amounts expended. 


INCREASE IN FOREST FIRES 


Mr. Kirwan. With the trouble which you have had in California 
and other States of the West—States from the east coast to the west 
coast—you fire hazards jumped up and you had a lot of fires scattered 
all over the country ; did you not? 

Mr. McArore. One of the worst seasons of record, and a great deal 
of it, was caused by lightning fires. We have made substantial prog- 
ress in reducing man-started fires. 

Mr. Tuomas. How much did it cost you to fight that big fire in 
California ? 

Mr. McArpte. We had several big ones. 

Mr. Tuomas. You had a big one about 3 or 4 weeks ago; did you 
not ¢ 
Mr. Curr. The large fire to which you are referring was the fire in 


the Cleveland National Forest, and that cost about. a half million 
dollars to fight. 
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Mr. Tuomas. Do you pay people to fight fires and buy equipment? 

Mr. Ciurr. We have men hired in the regular Forest Service organi- 
sation for fighting fires, but when an emergency of this kind arises and 
it gets beyond the ability of the regular organization, then we hire 
extra men as firefighters to fight the fires. 

Mr. Tuomas. Excuse me, Mr. Kirwan, for interrupting. 


METHODS OF FIGHTING FOREST FIRES 


Mr. Kirwan. With reference to the method by which they fight fires, 
they have firefighters who jump from planes or helicopters with para- 
chutes ; is that correct ? 

Mr. McArpte. Yes, sir. 

Mr. Kirwan. They use every method that is known including drop- 

ing water from planes and every other way which can be thought of. 
_ rever, when they come up before the Interior subcommittee for the 
neue appropriation, they do not know what it is going to cost. 
fr. Tuomas. If you and Mr. Jensen are satisfied with the item, 
very well, 

Mr. Kirwan. I would say right now that we should give it to them 
and let it go at that. 

Mr. Jensen. Mr. Chairman, this is an item that we cannot duck. 
The Forest Service has the responsibility of fighting these fires and it 
is sparing no dollars in attempting ‘to stop the fires. 

Mr. Tuomas. It is a must item. 

Mr. Jensen. They must put the fires out at the earliest possible 
moment, and they have used every method they could very well use, 
and every conceivable sort of a program that they can devise to cope 
with this terrible problem. 

Mr. Tuomas. Gentlemen, does that satisfy the rest of you? 

Mr. Kirwan. Yes, sir. 

Mr. Jensen. You had more fires this last year than you ever had 
before but the average acres burned in each fire were considerably less 
than ever before, is that a fact? 

Mr. Curr. That is substantially correct, Mr. Jensen. 

Mr. Jensen. Did you hear that, Mr. Chairman ? 

Mr. Cuirr. We had 11,050 fires in 1958 and the average fire was held 
to 10.9 acres. 

Mr. Tuomas. It is a wonderful record and we will treat it that way. 

Mr. Botanp. How much money was provided in the fiscal year 1959 
budget for firefighting ? 

Mr. Curr. $5 million. 

Mr. Boianp. It was all used ? 

Mr. Cuirr. Yes, sir. 

Mr. Botanp. This $8,500,000 is to used for the purpose of fighting 
any fires which might aerdbis between January 1, 1959 and June 30? 

Mr. Curr. No; that is not quite correct. 

Mr. Botanp. I thought that is what you said, for the 1959 fire 
season ¢ 

Mr. Currr. This $8.5 million is to repay money that has already 
been used. , : 

Mr. Botanp. This has been used ? 


37458—59 11 
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Mr. Curr. This is needed to pay the bills incurred from July 1, 
1958, up until January 1, 1959, and to pay for the firefighting then 
January 1 until June 30. 

Mr. Bouanp. How much money of the $8.5 million is already com- 
mitted? How much have you already used ? 

Mr. Curr. All but $1,476,000. 

Mr. Botanp. Between now and June 30 you have a million-and- 
some-odd thousand dollars in this emergency fund ? 

Mr. Curr. We will need $1,476,000. 


RECEIPTS FROM TIMBER SALES 


Mr. Jonas. We are appropriating about $100 million a year for 
the Forest Service. 

How much do you pay the Treasury in receipts ? 

Mr. Cuirr. Our receipts this year will be about $110 million. 

Mr. Jonas. You bring in more money to the Treasury than we 
actually appropirate ? 

Mr. McArpiz. Mr. Jonas, last year it was only about $94 million 
because of a slump in the lumber market and this year it will be about 
$110 million and next year about $130 million. 

Mr. Jonas. Could you not attack that fire problem by selling more 
timber and reducing the fire hazards in the places where you expect 
them, or are you working on that? 

Mr. Curr. We are selling more timber each year. This year we 
expect to sell about 8 billion board feet. Last year 6. 4 billion board 
feet were harvested from the national forests, and next year, fiscal 
year 1960, we expect to sell 10 billion board feet and actually c ut about 
Bl, billion board feet. 

Mr. Tuomas. Thank you very much, gentlemen. It is nice to see 
you. Come back to see us. 

At this point will you please insert in the record how many acres 
there are in the entire national forest system ? 

What is that figure? 

Mr. McArpte. 181 million acres. 

Mr. Tuomas. Thank you very much. Come back to see us. 

Mr. Jensen. That includes Alaska? 

Mr. McArpte. About 20 million acres in national forests in Alaska. 

Mr. Tuomas. That is a part of the 181 million acres? 

Mr. McArpte. That isa part of the 181 million. 

In addition to the 20 million acres of national forest land there are 
some forest lands in Alaska under the jurisdiction of the Interior 
Department. 

Mr. Tuomas. Thank you very much, gentlemen. 
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Turspay, Frsruary 24, 1959. 


OUTDOOR RECREATION RESOURCES REVIEW 


COMMISSION 
' WITNESSES 


LAURANCE S. ROCKEFELLER, CHAIRMAN 
FRANCIS W. SARGENT, EXECUTIVE DIRECTOR 
HON. CLINTON P. ANDERSON OF NEW MEXICO 
HON. JOHN P. SAYLOR, OF PENNSYLVANIA 


JOHN R. KENNEDY, ASSISTANT TO THE CHAIRMAN 
CARL O. GUSTAFSON, SPECIAL ASSISTANT TO MR. ROCKEFELLER 


Program and financing 


1959 
presently 
avuilable 





Program by activities: Inventory and evaluation of nation- 


wide recreation resources (total obligations)............-- $50, 000 


Financing: Appropriation (new obligational authority) - - -~- $50, 000 
Object classification 
1959 
presently 
available 
— as othe etniintiotommnd 
Total number of permanent positions.___...-....------------- 4 
Full-time equivalent of all other positions...............-.-.- 1 
Average number of all employees. - sdb ins ecticein Ge ie tae ee 3 
Number of employees at end of year. ...-...-..-.------.--.---| 4 
01 Personal services: | 
Permanent positions. -- anipmelennndwatwenainal $16, 600 


Positions other than permanent..-- Lpieasdnieiiaiembenaes 9, 000 
Other personal services 


25, 600 


Total personal services............---- tbh didckatnceo 
02 Travel 7 3 Diced detilpigiered : Se 10, 000 
CRE ATONE i ood ecnscntccaucobedbesiue | 2, 000 


06 Printing and reproduction idol Ridin 
07 Other contractual services 7 eibihiageadenth tit i 

Services performed by other agencies. ‘ 
08 Supplies and materials...............-.-- s aiacosgiaitatin aes 2, 500 
09 Equipment an ; Saar ara 9, 200 
11 Grants, subsidies, and contributions-_-_- oa a le 700 
15 Taxes and assessments 


Total obligations........-.. 50, 000 


AVERAGE GRADE AND SALARY 


Average GS grade and salary.............---..-......... 


1959 revised 


estimate 1959 increase 


$400, 000 +$350, 000 


~-4+-$360, 000 





$400, 000 





] 
! 
1959 revised 
estimate | 1959 increase 


é wy LS ad, 


26 +22 
Pee 

g | +5 

26 | +22 

$58, 400 | +$41, 800 
14, 000 | +5, 000 
9, 000 +9, 000 
81, 400 | -++55, 800 
35, 000 | +25, 000 
8, 000 +6, 000 
7,000 | +7, 000 
110, 000 | +110, 000 
125, 000 | +125, 000 
9, 500 +7, 000 
20, 000 +-10, 800 
3, 500 +2, 800 
600 +600 
400, 000 +350, 000 
—— 10.6 $8,533 
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Mr. Tuomas. Gentlemen, it is a pleasure to have you with us this 
morning. 

This is the group on Outdoor Recreation Resources Review C ommis- 
sion and we are delighted to have with us its very able distinguished 
Chairman, Mr. Laurance Rockefeller accompanied by Francis W. 
Sargent, Executive Director; our colleague, Clinton P. Anderson of 
New Mexico. 

Mr. Rockerevier. He is coming as soon as he can get away, Mr, 
Chairman. 

Mr. Tuomas. What about our colleague, John P. Saylor of P sag 
vania and John R. Kennedy, Assistant to the Chairman and Mr. 
O. Gustafson, Special Assistant ? 

Mr. Roc KEFELLER. They and Mr. Sargent are here. 


Mr. THomas. Do you havea statement for us? We will be delighted 
to hear it. 


Carl 


GENERAL STATEMENT 


Mr. Rockere.ter. Mr. Chairman and members, we are very grate- 
ful for this opportunity of coming and discussing our budgetary ‘needs 
with you. As you are probably aware, the legislation setting up this 
Commission dates from the 28th of June, 7 months ago, and funds of 
$50,000 were made available subsequent to that action. 

We very much need the appropriations which we have requested in 
the material before you in order to get underway, so to speak. 

We have succeeded in getting the full Commission finally appointed 
and tomorrow will be our first full meeting. We are now looking to 
the 2d of March when Mr. Sargent will ‘be with us on a full-time 
basis as our Executive Director. 

In the meantime, with Mr. Kennedy’s help, we have gotten very 
good office space and a small staff. We have started to appoint our 
Advisory Committee of 25 and we hope to consummate that at the 
Commission meeting tomorrow. In other words, we have done pretty 
much all we can without getting the funds actually to go to work 
with. That is why we are very anxious to get your questions and hope 
to get your approval. 

Mr. Tuomas. Isee. That isa nice statement. 


ORGANIZATION OF THE COMMISSION 


Mr. Reporter, will you put in the record the statement on the or- 
ganization of the Commission ¢ 
(The material follows:) 


Laurance S. Rockefeller today announced the appointment of Francis W. 
Sargent, 44, of Massachusetts as Executive Director of the Commission effective 
March 1, 1959. 

Mr. Sargent resigned yesterday from his position as commissioner of the 
department of natural resources of the State of Massachusetts, which he has held 
since 1956, in order to accept this new appointment. Previously, he served 10 
years as director of marine fisheries of the State of Massachusetts. In addi- 
tion to serving as a committee member on State groups concerned with travel, 
industry, development, water resources, State parks and forests, he was elected 
chairman of the Atlantic States Marine Fisheries Commission. He was ap- 
pointed by President Truman as one of the three U.S. Commissioners to the 10- 
nation International Commission for Northwest Atlantic Fisheries. He is a 
graduate of Massachusetts Institute of Technology in 1939, is married, has 
three children, and resides at Orleans, Cape Cod. 
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The Commission was established by the 85th Congress to conduct a nationwide 
survey of the outdoor recreation resources of the Nation and to develop recom- 
mendations for policies and programs which will assure adequate quantity and 
quality of outdoor recreation opportunities to meet the needs of greater future 
populations. 

The Commission is scheduled to make its final report to the President and the 
Congress by September 1, 1961. 

Name: Francis Williams Sargent. Born 1915, married, three children. 

Home address: Orleans, Cape Cod. 

College: Massachusetts Institute of Technology, graduated 1939. 

War service: Entered Army March 1942 as private. Commissioned second 
lieutenant, infantry, served as rifle company commander in 86th Mountain Infan- 
try, 10th Mountain Division, Italian campaign. Attained the rank of captain. 
Wounded twice. Three campaign stars. Purple Heart with cluster, Bronze 
Star Medal and Brazilian Medahlia di Guerra. Released from active duty 1945. 

Governmental positions: Appointed director of marine fisheries by Governor 
Bradford, December 1947. 

Elected chairman of Atlantic States Marine Fisheries Commission (a Commis- 
sion consisting of all Atlantic Coast States from Maine to Florida). 

Appointed chairman of a special labor-management committee to promote the 
Massachusetts fishing industry by Governor Dever. 

Appointed by President Truman as one of the three U.S. Commissioners on the 
International Commission for the Northwest Atlantic Fisheries. (Said Com- 
mission consists of 10 nations—United States, Canada, Denmark, France, Ice- 
land, Italy, Norway, Portugal, Spain, and the United Kingdom.) 

Appointed chairman of a special labor-management committee to promote the 
Massachusetts fishing industry by Governor Herter. 

Appointed commissioner of the department of natural resources, 1956. 

Chairman, Massachusetts Water Resources Commission. 

Chairman of Weather Amendment Board. 

Member of Governor Furcolo’s committee on vacation travel. 

Member of Governor Furcolo’s committee for industrial development. 

Civie activities: 1953-54, public employees chairman, Red Cross; 1955, State 
employees chairman, Red Feather; 1954-56 State employees chairman, Heart 
Fund. Appointed statewide chairman of the 1956 Massachusetts mental health 
fund-raising campaign. 


OUTDOOR RECREATION RESOURCES REVIEW COMMISSION 


Chairman: Laurance S. Rockefeller, 30 Rockefeller Plaza, New York, N.Y. 

Executive Director: Francis W. Sargent. 

Senators: Hon. Clinton P. Anderson, of New Mexico; Hon. Richard L. Neu- 
berger, of Oregon; Hon. Henry C. Dworshak, of Idaho; Hon. Thomas E. Martin, 
of Iowa. 

Representatives: Hon. Harold R. Collier, of Illinois; Hon. Gracie Pfost, of 
Idaho; Hon. John Saylor, of Pennsylvania; Hon. Al Ullman, of Oregon. 

Citizen members: Samuel T. Dana, professor emeritus of forestry, University 
of Michigan, Ann Arbor, Mich.: Mrs. Katharine Jackson Lee (Mrs. Halfdan Lee), 
Peterborough, N. H.; Bernard Orell, vice president, Weyerhauser Timber Co., 
Tacoma, Wash.; Joseph W. Penfold, conservation director, Izaac Walton League, 
Washington, D.C.; M. Frederick Smith, vice president, Prudential Insurance 
Co. of America, Newark, N.J.; Chester S. Wilson, attorney, Stillwater, Minn. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Tuomas. The justifications will be inserted in the record at this 
point. 
(The justifications follow :) 


SUPPLEMENTAL ESTIMATE OF APPROPRIATION, 1959 


APPROPRIATION LANGUAGE 


“For an additional amount for the ‘Outdoor Recreation Resources Review Com- 
mission’, $350,000, to remain available until expended.” 
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GENERAL STATEMENT 


“This proposed supplemental appropriation is to enable this newly created 
Commission to initiate the inventory and evaluation of outdoor recreation re- 
sources as directed by Public Law 85-470, approved June 28, 1958. 
mission’s report to the President and Congress is due not later than Se 
1961.” (Quoted from H. Doc. 58.) 

The Outdoor Recreation Resources Review Commission was created as an 
independent bipartisan agency in the executive branch of the Federal Govern- 
ment pursuant to Public Law 85-470, approved June 28, 1958. 
of 15 members appointed as follows: 

(1) Two majority and two minority members of the Senate Committee on 
Interior and Insular Affairs, to be appointed by the President of the Senate: 

(2) Two majority and two minority members of the House Committee on 
Interior and Insular Affairs, to be appointed by the Speaker of the House; and 

(3) Seven citizens, one of whom has been designated as chairman by the 
President. 

The day-to-day administration of the Commission is assigned to a full-time 
Executive Secretary appointed by the Commission. 

The specific functions provided by the act are: 

(1) To conduct a nationwide inventory and evaluation of outdoor recreation 
resources and opportunities, directly and through Federal agencies, the States, 
and private organizations and groups, utilizing to the fullest extent possible such 
studies, data, and reports previously prepared or concurrently in process by 
Federal agencies, States, private organizations, groups, and others; 

(2) To compile such data and in the light of the data so compiled and of 
irformation available concerning trends in population, leisure, transportation, 
and other factors to determine the amount, kind, quality, and location of such 
outdoor recreation resources and opportunities as will be required by the year 
1976 and the year 2000; 

(3) To make direct payments to States and transfer necessary funds to 
Federal agencies for carrying out such aspects of the review as the Commis- 
sion may determine can best be carried out by the States, or Federal agencies, 
under such arrangements and agreements as are determined by the Commission; 

(4) To enter into contracts or agreements for studies and surveys with public 
or private agencies and organizations; 

(5) To conduct public hearings and otherwise to secure data and expression 
of opinion; 

(6) On its own initiative or on request of the President or the Congress, to 
prepare interim or progress reports on particular phases of its review; 

(7) To recommend what policies should best be adopted and what programs 
initiated, at each level of government and by private organizations and other 
citizen groups and interests, to meet such future requirements; 

(8) To present, not later than September 1, 1961, a renort of its review, a 
compilation of its data, and its recommendations on a State-by-State, region- 
by-region, and national basis to the President and to the Congress. 

Section 6(c) of Public Law 85-470 provides that the Commission shall cease 
to exist not later than 1 year after presentation of its final report. 


The Com- 
ptember 1, 


It is composed 


JUSTIFICATION 


Section 8 authorizes the appropriation of $2,500,000 to carry out the purposes 
of the act during the period July 1, 1958, through September 1, 1962 

In accordance with preliminary studies of the program the total authorization 
is tentatively phased as follows: 


1959: 
Provided_.......-_- ies tale ; ; $50, 000 
Proposed supplemental (this estimate) ____- ae 350, 000 
CN eta Fo anadiaine tease: alee _..... 1, 100, 000 
oe. eee... SR ae seep ore 800, 000 
a se he er See 200, 000 
aoc: SOT ISetIOn.....68.. es a icicle __ 2, 500, 000 


The initial appropriation of $50,000 was made available in the Supplemental 
Appropriation Act, 1959, Public Law 85-766, August 27, 1958, to enable the 


at, 


Commission to meet and formulate its program. This will provide for salaries 
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of the Executive Secretary and three employees on the administrative staff, per 
diem for Commission members, and for limited expenses of travel, communica- 
tions, equipment, etc. To date the Commission has held three meetings to 
formulate its program and is now anxious to pursue the actual process of inven- 
torying and evaluating the outdoor recreation resources and opportunities of the 
Nation as directed by Public Law 85-470. 

Accordingly, a supplemental appropriation of $350,000 will be needed as early 
as possible during 1959 to cover salaries for an additional staff of 22 people; 
travel and subsistence expenses of members of the advisory council while 
attending an initial organization meeting as called for in the act; transportation 
and per diem for the Commissioners while engaged in Commission business ; 
expenses of staff members who go into the field to hold hearings; funds for 
hiring consultants who may be called in to supply specialized technical advice 
in regard to compilation of data which is not available through Government 
sources. 

Since this inventory involves obtaining information from all sections of the 
United States, many initial contacts as well as followup will require a substantial 
amount of money for communications. 

While the major portion of the cost of printing and reproduction will come 
later in the program, there is an immediate need for reproduction of certain 
forms to be used in inventorying and collecting data. The Commission is 
authorized to make direct payments to the States and to transfer necessary 
funds to Federal agencies to carry out certain aspects of the review. Again, the 
bulk of this cost will come after July 1, 1959, but in some instances a portion 
of this work should begin as soon as money can be made available, as the law 
calls for a report of its review, a compilation of its data, and its recommendations, 
not later than September 1, 1961, on a State-by-State, region-by-region, and 
national basis. 

The General Services Administration, having agreed to perform such funce- 
tions as budget, maintenance of appropriation and accounting records, audit and 
payment of vouchers, preparation of payrolls, procurement of supplies, personnel 
services, etc., is to be reimbursed for these services by the Commission. 

An additional amount is needed for supplies and equipment—typewriters, 
adding machines, books, paper, and office supplies. Although space is being pro- 
vided for the Executive Secretary and his staff by GSA, it is necessary to pur- 
chase certain items of executive furniture such as desks, chairs, conference 
tables, ete. 

As the program gathers momentum, additional Commission meetings will be 
necessary ; the advisory council is required by law to meet twice each year; addi- 
tional hearings will be necessary; and contracts will be let for making certain 
types of surveys and compilations. It is anticipated that approximately 32 more 
people will be added to the staff in fiscal year 1960 to provide a maximum stafling 
of 58 positions. 

Mr. Tuomas. You are seeking $350,000 as a deficiency to get 
underway. 

You have four employees now and the additional funds will provide 
for 22 more, giving you on an annual basis 26 total employees? Right? 

Mr. Rockretier. Right. 


PHASING OF AUTHORIZATION 


Mr. Tuomas. You say: 


In accordance with preliminary studies of the program, the total authorization 
is tentatively phased as follows: 


1959 : 
“yey Salis serene a ti aE a pe Se ee $50, 000 
Proposed supplemental (this estimate) _____ sees escareoeadae 350, 000 
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Your law expires when? 
Mr. Rocxeretter. September 1961. That is when the report jg 
supposed to be submitted. 


PURPOSE AND FUNCTIONS OF COMMISSION 


Mr. Tuomas. I notice that this says: 


To compile such data and in the light of the data so compiled and of informa- 
tion available concerning trends in population, leisure, transportation and other 
factors to determine the amount, kind, quality, and location of such outdoor 
recreation resources and opportunities as will be required by the year 1976 and 
the year 2000; 

To make direct payments to States and transfer necessary funds to Federal 
agencies for carrying out such aspects of the review as the Commission may 
determine can best be carried out by the States, or Federal agencies, 
arrangements and agreements as are determined by the 


and so forth. 
r . . ° 
Phat is quite an undertaking. 
Mr. Kirwan? 


under such 
Commission 


FEDERAL EXPENDITURES ON RECREATION PLANNING 


Mr. Kirwan. What are Federal agencies now spending on recrea- 
tion planning? Please get a complete statement for the record. For 
example, I know the National Park Service, which has been planning 
since 1936, is now spending over a million dollars a year on planning 
and surveys including : Nationwide recreation planning, $338,000; Na- 
tional Park System planning, $310,000; cooperation with States and 
other agencies in planning, $946,000. The Forest Service also spends 
large amounts in recreation planning. 

(The material requested is not readily available.) 

Mr. Kirwan. I believe we should also know what the States are 
now spending on recreation planning. Will you get that for 
record ? 

Mr. Rockeretier. Yes, sir. 

(The material requested is not readily available.) 


the 


ADEQUACY OF PRESENT PLANNING AND PROGRAMS 


Mr. Kirwan. I think it is misleading to have a sign reading, “Mis- 
sion 66” on the approach to almost every monument and park in the 
United States; is that correct ? 

Mr. Rocxereter. It is very general. 

Mr. Kirwan. It is misleading to them that the Government is going 
to spend so much money a year to complete this great plan by the 
year 1966, where, as I understand it, the title comes from. 
the period from 1956 to 1966. 

To finish that it will take almost $72 million a year and yet they 
have budgeted this year only $47.6 million; is that correct ? 

Mr. Jensen. It is around that; in that neighborhood. 

Mr. Kirwan. For example, at a_recent presentation at the Uni- 
versity Club they talked about what Mission 66 is going to accomplish. 
Before they get half done with that mission here is a law being cre- 
ated—I am not blaming you or anybody over there 


g to go out and set 
up another plan. That is what this is. 
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Mr. Rocxeretier. Are you objecting to the way they are doing 
this or what they are doing? 

Mr. Kirwan. I object to this. Just taking the Park Service, as an 
example, we can’t begin to afford what has already been planned. 
Why do we not stop fooling the people? To finish Mission 66 by 1966 
it will take $500 million or an annual appropriation of $72 million. 
All that is in the budget this year is $47.6 million. Why do they not 
take the signs down? 

Mr. Rockere.uer. Because we are going to use all the information 
we can get from the Department of “the ‘Interior, but what they do 
beyond that is 

Mr. Kirwan. That is the point I mean. We have enough people 
in the Interior Department now, career men who entered the Depart- 
ment at 21 years of age and some of them are now 60, and they could 
turn around and tell - you about the recreation resources in coopera- 
tion with the States without creating an agency. 

Mr. Rockere.ter. We are going to use everything they have. They 
lack the authority to walk into the Department of Agriculture and 
sa 

Mr. Kirwan. I know what you are going to do, but do you not 
think, with all of the experienced men in the Park Service and the 
other Federal agencies, with years and years of planning experience, 
that they could do what you are starting out todo? ‘They have all 
that knowledge. 

Mr. Rocxeretter. They do riot have the authority to do it. They 
represent one point of view while we are trying to represent 

Mr. Kirwan. If a fellow could not learn after 50 years of service 
what the recreation situation is about, I do not know who could. 

Mr. Rockerewtiter. You think they are set up to make an objective 
study that would represent the best needs of the American people? 

Mr. Kirwan. I am not condemning you. If they are not set up, 
the law should have set them up. They are the people who know. 
We have been appropriating about a million dollars a year for plan- 
ning and we cannot begin to finance all the plans that are on the books. 
We have a serious budget situation and yet here is another request for 

2,500,000 for more recreation planning. 

They are still evacuating people in Ohio in rowboats due to the 
flood and we are not taking adequate steps to remedy this situation. 
[ am going to go toa meeting tomorrow with Congressmen and Sena- 
tors from the State of Pennsylvania and their Governor to find out 
why we do not do something for those two States, Ohio and Penn- 
sylvania. Here we are proposing to spend more money to find out 
how we can enjoy ourselves. 

Mr. Rockere.ter. We are trying to make an objective, long-range 
study. 

Mr. Krrwan. I am not blaming you. 

Mr. Rockereiier. We do not want to get involved in local problems 
or issues. 

Mr. Kirwan. I am not blaming you but why should Congress create 
another agency ? 

Mr. Rockeretter. I think the answer to this is an objective, long- 
range study, unprejudiced by the limitations of a particular depart- 
ment’s s point of view. 
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Mr. Kirwan. Every year I have visited many of the parks i in this 
country and I know, without anybody’s help, that there is a need 
for many additional facilities. They do not have to set up anybody 
to tell me what they need. I have seen the problem with my own 
eyes. Mission 66 was undertaken to alleviate this situation. 

Mr. Rocxerecter. As I understand it, Mission 66 was to modernize 
the national parks. 

Mr. Kirwan. Not to modernize them but to put in everything that 
they needed. 

Mr. Rockrreiter. Any words that you want to use, but improving 
the national parks. 

Mr. Kirwan. We have so many agencies today concerned with 
recreation planning—and I am not blaming you people since it is 
Congress itself that is creating these new commissions, that I wonder 
why we need still another planning group. 

Mr. RockEeretter. We hope to be able 


QUESTION AS TO CONSIDERATION OF ESTIMATES BY INTERIOR SUBCOMMITTEE 


Mr. Kirwan. Why could this not have been submitted to our regu- 
lar committee for consideration ? 

Mr. Rockeretter. What do you mean by that? 

Mr. Kirwan. We just had our hearings on the Park Service budget 
for 1960. Why couldn’t this estimate have been handled in the regular 
1960 budget ? 

Mr. Rockxeretier. Because this has nothing to do with the park 
budget. We do not want to be dominated by Interior. 

Mr. Kirwan. You would not become a tool of Interior. Our regu- 
lar subcommittee on the De partment of the Interior and related agen- 
cies handles all recreation items, including the Forest 
independent commissions. 

Mr. Rockxrreiier. We are trying not to subordinate ourselves to 
them or any other Government group. 

Mr. Kmwan. If this request was deferred for review by that sub- 
committee, would 3-months’ delay hurt you any? 

Mr. RocKEFELLER. To get it from Interior? 

Mr. Kirwan. Yes. 

Mr. Rockeretier. Then we would be beholden to them. 

Mr. Kirwan. You would be getting funds from the taxpayers, not 
from ‘the Interior Department. Always keep that in mind. This 
item should be handled in the regular 1960 bill, not in a supplemental 
where it can be considered in relation to similar items. 

I am not blaming you men across the table but I am concerned 
about how we are spending Federal furds. We are appropriating 
large sums for recreation but we are not adequately taking care of 
this flood situation where we have women with children in their 
arms who can’t get into their homes because of 5 feet of water. 

Mr. Rocxereiter. I do not question the need for long-range studies 
and advance planning to meet the recreational needs. That is our 
job. ‘ 

Mr. Kirwan. I would sooner see these women and children in their 
own homes than try to find them in the summertime trying to get into 


a park. 
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Mr. Rockxrretter. Obviously both things need to be done. I would 
not want one to suffer because of the needs of the other. 

Mr. Kirwan. Mr. Chairman, that is all. 

Mr. Tuomas. Mr. Rooney ? 


CONTRACT SERVICES 


Mr. Roonry. What about this requested $110,000 for contract 
services ¢ 

Mr. Rocxereitter. That is on page 5. We hope to be able to con- 
tract services to business firms to avoid building up an unnecessarily 
large staff. In other words, when studies need to be undertaken we 
hope to be able to contract part of that work out rather than build 
up a permanently large organization. 

Mr. Rooney. What firms do you have in mind ¢ 

Mr. Rockerecuer. Mr. Sargent here, who was recently in the Muas- 
sachusetts Legislature and who got them to agree to make a study of 
their future recreational needs looking 20 years ahead, will tell you 
that they employed a firm described as management engineers. You 
know the firm ; how would you describe it ? 

Mr. Rooney. I would imagine that in view of Mr. Sargent’s back- 
ground, you should not waste much activity in the State of Massa- 
chusetts in this connection. 

Mr. Rockers iter. We will not. 

Mr. Sarcent. As I did in Massachusetts, we will call on profes- 
sional help of existing organizations to gather information to inte- 
grate and articulate it Fand put it into forms to be of use. 

Mr. Rooney. I still do not understand this, Mr. Rockefeller. I 
am trying to oe what sort of firms and exactly what they would 
do and for how much. 

Mr. Rockere.ter. Will you tell us what kind of firms were used 
1 Massachusetts? I think that would illustrate my point. 

Mr. Sarcent. Actually, I am not on the Federal payroll yet. I 
am still commissioner of Massachusetts but I will be on the payroll 
at the end of the week. 

In Massachusetts we were granted money by the legislature to have 
a study made of proposed new areas for acquisition. We hired an 
engineering firm to make that study because they could be more 
objective than our own employees could be, and also we would not 
be building, as Mr. Rockefeller pointed out, a larger staff. 

Mr. RockEFELLER. They spent $50,000 to go into that one job for 
the State of Massachusetts. 

We are here talking about $110,000 from now to the end of the 
year for the entire United States. We are now all in this thing and 
we are feeling our way, but this concrete illustration seems to me 
to indicate very clearly that if this experience in M: assachusetts means 
anything, $110,000 for the hire of a management engineering firm 
to ‘keep us from building an essential organization, it “would clearly 
be a minimum sum to get ‘the work started. 

Mr. Rooney. How did you arrive at the figure of $110,000? 

Mr. Rockrretier. We just took that. This whole thing has to be 
somewhat arbitrary. It is what you might say, commonsense, if we 
are going to get any large studies started, and it would cost us ¢ 
substantial sum of money. 
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EQUIPMENT AND TRAVEL 


Mr. Rooney. Does the same apply to these estimates with regard 
to equipment, $20,000? 

Mr. Rockxeretier. That is correct. 

Mr. Rooney. And with regard to travel ? 

Mr. Rockeretier. All commonsense applications. The figures are 
from people who have had broad experience in this work on other 
commissions as to what the expenses reasonably might be. I would 
like to say that I think these are very reasonable figures when you 
think of the scope of the job we have, to get information from all 
of the States and from all of the Government agencies. We have 
to get it somehow from the communities, counties, and municipalities 
of the United States. We have got to gather that information and 
then we have to integrate and articulate it. 

It isa fantastic job. 

Mr. Rooney. Do you have a breakdown of this figure of $20,000 for 
equipment ? 

Mr. Rocxereiter. John, can you speak to that ? 

Mr. Kennepy. This is estimated for perhaps 50 or 60 people. It is 
no larger than that. 


Mr. Rooney. This equipment would cover 60 people you say would 
be your staff next year? 


SERVICES TO BE AVAILABLE FROM GENERAL SERVICES ADMINISTRATION 


Mr. Kennepy. Yes. This will cover all of the staff we need. We 
are doing it at the lowest possible cost. We secured our quarters at no 
cost whatever. We are in a Government building at Seventh and D 
SW. We have taken up residence with GSA there, and we are work- 
ing through GSA to get reconditioned furniture, typewriters, and 
that sort of thing. 

Mr. Rooney. You seem to be quite well tied in with GSA. Asa 
matter of fact, I see that the GSA is going to do your housekeeping. 

Mr. Kennepy. That is payroll, messenger service, and reproduc- 
tion. We are going to use their reproduction facilities rather than 
have our own. They also do some printing there. They have a data 
computing center that we possibly could find very useful when getting 
data together for evaluation. 

Mr. Rooney. At page 3 of your justifications, you say: 


The General Services Administration having agreed to perform such func- 
tions as budget, maintenance of appropriation, and accounting records— 


and so forth and so on, is to be reimbursed for these services by the 
Commission. 

To the extent of how much ? 

Mr. Kennepy. That will vary. We have had preliminary discus- 
sions on that and they do not expect it to be more th: an $25,000 a year, 
provided we ask for all of the services indicated in our original 
conversation. 

Mr. Rooney. This sounds fairly loose to me as far as planning is 
concerned. 

That is all, Mr. Chairman. 











§ 





ard 


ld 





171 


Mr. Rocxere..er. May I say, sir, that the Commission is having its 
first meeting tomorrow and the Executive Director is only available 
to us after the first of March. 

We have done the best that we can do intelligently to project our 
requirements. We are not a going concern. We are now trying to 
get going and, therefore, we cannot be as precise nor as specific and 
objective as we can coming back to you a year later, but I am sure 
that we need a little leeway to get up speed. We are7 months along 
and we have only $50,000 to take us through June and, as you can see 
with four meetings of the Commission, our oflice space and staff prob- 
lems, as well as an Executive Director, we are in pretty good shape. 

Mr. Kirwan. Mr. Boland ? 

Mr. BotaNnp. Actually you have to feel your way since this is a 
brandnew agency or a brandnew development and it does require a 
little guesswork on the part of some of the people as to some of the 
things you will ask for. 

All you are trying to do is to implement, I suppose, the Public Law 
which was passed in the last session ¢ 

Mr. Rockeretier. Exactly. 

Mr. Botanp. One of the things that bothers me when I sit on these 
deficiency hearings is whether or not this is the sort of thing that 
could be carried over until the next fiscal year, 1960. 

Would it really cripple the activities of this new Commission ? 

Mr. RocKxeretier. It would do more than that. As you might say, 
the activity would not exist. We would have no ability to have a 
staff nor to function in any of the ways we anticipate functioning. 

Mr. Botanp. I want to compliment the Commission for the start 
that it has made, particularly in the appointment of its Executive 
Director. 

I am from Massachusetts myself and I know something of the ac- 
tivities of the Natural Resources Department in Massachusetts and 
how it functioned under Mr. Sargent and I also know something about 
his staff. 

I did have a glimmer of what he did when he was with the other 
services in the marine and fisheries section in our State. 

I think you have started well with an excellent Executive Director 
and one who knows where he is going and how to get there. 

Mr. Rockere.ier. We feel very fortunate. 

Mr. Tuomas. Mr. Jensen ? 


PURPOSE AND FUNCTIONS OF THE COMMISSION 


Mr. Jensen. Mr. Chairman, when the bill to create this Outdoor 
Recreation Resources Review Commission was before the House and 
after learning of the purpose of this Commission, I thought that I 
could see where this Commission could be of great service to our 
country and to the lovers of the great outdoors. I supported the bill. 
Ihave notchanged my mind. 

FLowever, I do agree that we are spending an awful lot of money to 
furnish recreation areas all over America. 

We did enter into Mission 66 in all good conscience. 

Mr. Rockereviter. That is only for the national parks, sir. 
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Mr. Jensen. Yes; but the reason I supported the bill to create this 
Commission was simply because of the fact that I thought I could 
see here a coordinating group of men who would coordinate Federal 
activities in this field, men who were not beholden to any agency of 
the Government and men that were interested in the great outdoors 
for the benefit of the people. Up until this time the value of the Com- 
mission has not yet been proved, of course. 

Mr. Rockrretter. We are having our first meeting soon. 

Mr. Jensen. You have not got the program on the road, so to 
speak. 

There are many people who are giving of their time free, I presume, 
in working on the Advisory Board ? 

Mr. Rocxereier. They will get compensated for travel. They do 
not get any per diem, I am told. 

Mr. Kennepy. That is correct. 

Mr. Jensen. I do not know, Mr. Chairman, how we can measure the 
value of this Commission up to this time because they certainly have 
not had an opportunity to prove their worth. 

As I said, I thought I could see in the creation of this Commission 
a group of men who would be interested in coordinating all of the 
recreation activities of the country. 

Mr. Rockeretter. Is that not exactly what we are going to do? 

Mr. Jensen. It is not only recreation activities in the national 
parks, but we have such activities in the Forest Service. We have pri- 
vate activities that are owned by private people that I presume you 
folks are working with ? 

Mr. Rocxeretier. All Government agencies. 

Mr. Jensen. And private owners of recreation resorts? 

Mr. Rockere.ier. We will study those potentials, too, absolutely ; 
and the State and community facilities. It consists of Federal, State, 
county, and municipality, down to the playground. We stop short of 
the playground and golf courses. Everything else is under our gen- 
eral review. 

Mr. Jensen. I am sure that your Commission will prove in years 
to come they are worthy of the compliments of the people and the 
dollars that we will spend, because certainly the person who is inter- 
ested in fishing, hunting, and recreation of every nature is generally 
a good, patriotic American citizen. 

Mr. Rockefeller, you may not know it, but I have been quite liberal 
in appropriating money for fish and wildlife and for the national 
parks for one primary reason: That is, there is hardly such a thing 
as a child delinquent among children whose parents will take them 
hunting and fishing and to recreation areas. There is hardly such a 
thing as a child delinquency problem among such families. 

You know there is an old adage to the effect that says, “Take your 
boy hunting and you will never have to go hunting for your boy.” 

Mr. Rockere.ier. Very well put. 

Mr. Jensen. That is one primary reason why I and every member 
of the Interior subcommittee, in the past 17 years now I have been 
on this subcommittee, have been quite liberal in appropriating money 
for those agencies. 
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I am going to be for this Commission so long as I know they are 
dedicated to the job and doing what they set out to do and what the 
pill provided for. 

I think that is all, Mr. Chairman. 

Mr. Jonas. Iw ould like to ask one or two questions. 

We are not a regular appropriating committee, but are just han- 
dling deficiencies that we cannot do without, or for which we cannot 

wait until the regular bills go into effect after July 1; you understand 
that @ 

Mr. Rockereiier. Yes. 


CURRENT NEED FOR CONTRACT SERVICES, ETC. 


Mr. Jonas. Looking at the green sheets, I see you have $235,000 
under item 07, “Other contractual services,” and “Services to be per- 
formed by other agencies.” 

Could not that wait until July 1% 

Mr. Rockere.ier. We have to write every State in the Union and 
ask them to provide their help and cooperation. We hope that they 
will do it voluntarily. We do not know what expenses will come up 
and we have to go to every department of the Government and seek 
their cooperation. 

Mr. Jonas. You will not really be in shape by June 30 to enter 
into contracts with the State agencies, will you ? 

Mr. Rockxrre.ter. The State agencies really come after we get 
going with the Government departments. I think that with the in- 
formation right at hand, we do not. know how much the States or 
these departments are going to seek to bill us. We are going to keep 
it at an absolute minimum. 

Mr. Tuomas. I would not want to argue with him. 

Mr. Rockereiier. We are going to have to pay some of them some- 
thing. It seems to me that if ‘they do something for us that they have 
not done for themselves, or should not have to do for themselves, it 
is only reasonable we pay them something. We are presumably 
going to have to pay some of these Government departments some- 
thing and some of the States something. We are going to have to 
get the help of management engineering firms to help us correlate, 
integr ate, and, as I said, communicate the information which is going 
to be vast, that we get. 

These figures here, to me, and as a matter of commonsense and past 
ex perience—— 

Mr. Tuomas. You think these figures are just about as little as you 
can possibly get started on ? 

Mr. Rockeretier. Absolutely. 

Mr. Tuomas. Thank you very much for coming in to see us, Mr. 
Rockefeller, and your staff. 

I see that we now have our distinguished colleague with us, Mr. 
John P. Saylor from the free State of Pennsylvania. 

Would you like to make a little speech, Mr. Saylor? 

Mr. Rockefeller has already talked us out of a whole lot of money. 

Mr. Sartor. If he has talked you out of it, I do not want to disturb 
things. 

Mr. Tuomas. We are delighted that you came in. 











174 


Mr. Sartor. I can just say to the members of this committee that 
Mr. Rockefeller, as chairman of the Commission, has started in ye 
promptly and is striving to see to it that this Commission will do its 
job within the time specified and then get out of business. 

Mr. Tuomas. We thank you very much. 

Mr. Jensen. One question. 


FUTURE VALUE OF WORK OF COMMISSION 


Do you think that this Commission, when the history is written on 
the job this Commission has done, that they will have saved us money 
over all, with this program ?¢ 

Mr. Sartor. I think that the Commission will have saved more 


than the amount of money that will be appropriated for it and other 
agencies of Government. 


Mr. Jensen. Better recreation ? 

Mr. Sayior. And we will have better recreation for the people of 
the country. 

Mr. JenseN. You really believe that? 

Mr. Savor. I sincerely do. I believe that because I thought that 
when I introduced one of the original bills, and I really believe it, 
or I would not be here telling you that. 

Mr. Jensen. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Thank you for coming in to see us, gentlemen. It 
is nice to see you all and thank you for your presence here. We are 
delighted and honored to have had you. 


Turspay, Freprvuary 24, 1959. 


ALASKA INTERNATIONAL RAIL AND HIGHWAY 
COMMISSION 


WITNESSES 


HON. WARREN G. MAGNUSON, ACTING CHAIRMAN, AND U5. 
SENATOR FROM THE STATE OF WASHINGTON 

HON. RUSSELL V. MACK, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF WASHINGTON 

HON. B. F. SISK, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF CALIFORNIA 

CARL L. JUNGE, EXECUTIVE DIKECTOR 


Program and financing 


1959 1959 revised 


presently | estimate 1959 increase 
available 
Program by activities: Study of rail an | highway route (total 
obligations) ...........-. bia bet ube pdcwwabh ede ; aa $50, 968 | $172, 968 -+-$122, 000 
Financing: 
Unobligated balance brought forward 18, 605 —18, 605 a ei 
Unobligated balance carried forward . +78, 000 | +-78, 000 
Unobligated balance no longer available +7, 637 


7, 637 +-7, 637 


Appropriation (new obligational authority) 10, 000 240, 000 +-200, 000 
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Object classification 

















| 1959 pres- | 1959revised | Increase 

ently |} estimate (+) or de- 

available crease (—) 
| —|— a 
ST ORROMOE G08 VI0OR. nc ccncs en cgweanins cnc che senescesunysss $25, 256 eee ane 
SN cntnocksanens qquctndecosmtusibanssocesue akesets 12, 562 7, 312 | —$5, 250 
94 Communication services..........-------- cL usiadett ease 1,124 | By BOE ba sekctitidecme 
06 Printing and reproduction -.....-...-...----------------- | 609 | O00 hia Ses, 
07 Other contractual services acini ee ceele even giniiny ANE 9, 291 136, 541 +127, 250 
A C0 SURRONIOND. <5. o naStmdemesenaune=sn0sednesenn nl 384 Oe To eee, 
ST NIN as wkchids phantduabesobssthidnetaneweadcnmuses | 350 | SO 1 os cessdhaae 
11 Grants, subsidies, and contributions.-.~._..........-.--.--- 1, 392 1, 392 | incest dee 
III oo ne eebilanesibaeemin 50, 968 172, 968 | +122, 000 
Total number of permanent positions_ ---- ee in dae aeeametal 4 4} 2 
Average number of all employees. .-.-.......-----.....-.-----.] 3 | 2 2 
Number of employees at end of year-_............--..----- -| 4) 2 | 2 
Average salary of ungraded positions__.......--- pani a $9, 327 $10, 202 $11, 817 





Mr. Tuomas. Gentlemen, the next item for the consideration of 
the committee is the Alaska International Rail and Highway Com- 
mission which is ably represented this afternoon by three of our 
personal friends and colleagues, the Hon. Warren G. Magnuson, 
acting chairman, and senior Senator, from the State of Washington, 
together with the Hon. Russell V. Mack, who is the high ranking 
man on the Public Works Committee; then there is our friend, the 
Honorable B. F. Sisk, a Member of Congress from the State of Cali- 
fornia, who is well and favorably known, and who carries a big part 
of the load with reference to the many, many veterans’ programs. He 
is an able and distinguished Member of the House. 

Then we have Mr. Carl L. Junge, who is the Executive Director. 

At this point in the record we will insert the appropriate pages of 
the justifications. 

(The pages referred to follow :) 


Alaska International Rail and Highway Commission 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Public Law 884, 84th Congress, approved August 1, 1956, established an Alaska 
International Rail and Highway Commission and authorized $75,000, of which 
$60,000 was appropriated, available until September 1, 1958. The Commission 
started work in October 1957. Public Law 85-601 extended the life of the Com- 
mission 18 months to March 1, 1960, and increased its authorization to $300,000, 


of which $40,000 was appropriated on August 27, 1958 (Public Law 85-766). 

It is estimated that $200,000 will be required to contract with a nationally ree. 
ognized research organization to conduct an economic study of the area, review 
its conclusions and submit the final report to the Congress, relating to additional 
transport needs between continental United States and Alaska. It is expected 
that the Commission will request a short extension to make up for the delay in 
executing the study contract. 


JUSTIFICATION 


The Commission, consisting of five members of the Congress, four members 
from the executive branch (Army, State, Commerce and Interior), and three 
members from the general public (one from Alaska and one from the Pacific 
Northwest), are making a thorough and complete study of the economic and 
military advantages of additional highway and rail transportation facilities be- 
tween the United States and central Alaska, in relation to the economic benefits 
to be derived therefrom by the United States, Canada, and Alaska, and deter- 
mining the most feasible routes connecting coastal parts and the cities with such 
facilities. The Commission is authorized to cooperate with Canadian and Pro- 
vincial officials, such meetings to be arranged by the Department of State, and 
to cooperate with any commission or similar body appointed for such purpose 
by the Dominion or Province Governments. 

Public Law 884, 84th Congress, was approved on August 1, 1956. Appoint- 
ment of its members was delayed until late in the first session of the 85th Con- 
gress, so that the organizational meeting of the Commission was not held until 
July 30, 1957. A small administrative staff was appointed early in October. 
Offices were established at 718 Jackson Place NW. 

The Commission met in Seattle on November 4, 1957, and in Washington, 
D.C. on February 4, 1958. The Commission has met twice with Dominion of 
Canada officials in Ottawa. A working level meeting in August 1957 with of- 
ficials of the Department of Northern Affairs and Natural Resources resulted 
in an offer to furnish basic data, mans, charts, and aerial photographs. A meet- 
ing between Commission officers and the Canadian Foreign Minister, the Hon- 
orable Sidney Smith, and his ministers in January 1958 resulted in an expres- 
sion of good will and a genuine desire to cooperate. 

In answer to the United States request that Canada establish a comparable 
group to the Commission, the Foreign Minister explained that such action would 
not be appropriate at that time. Instead, they have established an interminis- 
terial body consisting of deputies from every interested department, headed by 
Mr. Cleveland, Department of External Affairs, which has been designated the 
Inter-Departmental Committee. Most of these deputies who are members of this 
committee were present at the Ottawa meeting and are already working on 
resources and transport matters in the north country. 

Since October 1957, the staff has collected from various civilian and Govern- 
ment sources in both the United States and Canada, a large number of documents, 
reports, studies, and maps relating to the area of interest to the Commission. 
These data have been published in a bibliography listing the title, location, scope, 
and author of these various documents. This was followed by a second edition 
listing additional documents suggested to the Commission by the recipients of the 
first bibliography. 

The Commission has met with two groups of Province officials. On November 
5, 1957, the Honorable William Bennett, Premier of British Columbia, invited 
the members to Victoria to meet with him and many of his ministers. He was 
frank in his discussion of plans for industrial and transport development in the 
Province. He extended an offer of cooperation and hoped they might work with 
and assist the Commission in its work. The Honorable Gordon Taylor, Minister 
of Highways, Alberta, appeared before the Commission on February 4 in Washing- 
ton to present a brief on Alberta transport capabilities. At its meeting in Novem- 
ber 1957. the Commission determined the advisability of ascertaining the location, 
availability and extent of resources in western Canada and Alaska, the ex- 
ploitation of which would be dependent upon improved or additional transport 
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tacilities. The Commission further determined the need for market research 
forecast the competitive position in world markets of such resources now and 
yotil 1980, and the advisability of having this research study performed by an 
independent organization. As a result of this decision, the Commission extended 
gn invitation to nationally known research firms and in response thereto received 
18 proposals. 

The staff provided guidance to these research organizations, made a thorough 
and impartial study of all proposals and recommended to the chairman and the 
fommission the organization that appeared to be most capable to conduct sueh an 
eonomic and engineering study. The Commission met on July 29, 1958 and 
approved the selection recommended by the chairman. 

Public Law 85-601, approved August 8, 1958, extended the life of the Com- 
pission to March 1, 1960, and increased funds authorized to be appropriated to 
$300,000 to enable the Commission to employ the services of a research organiza- 
tion by contract and complete its task. Of this amount, $40,000 was appropriated 
for fiseal year 1959, which precluded execution of the contract and resulted in 
the deactivation of the staff and closing the office on September 1, 1958. A skele- 
ton staff was reestablished on November 15, in preparation for resumption of full- 
sale operations early in 1959. 

The revised estimate provides for personal services, travel and subsistence, 
communications, supplies and fees in payment for services to conduct the economic 
and engineering study. Since lack of appropriated funds to date precludes the 
execution of the study contract (estimated at $135,000), the Commission will re- 
quest the Congress to extend the time to make up this delay. The extension is 
imperative because of the inability of the contractor to complete the study 
in less than 12 to 14 months from the time funds may become available. The 
Commission will require 2 months to correlate the economic and defense aspects 
of the study and approve the final report to the Congress. This extension may be 
accomplished within the $300,000 presently authorized because of reduced cost 
of staff services. The request for no-year appropriation, with funds available 
until expended is desirable because: it is difficult to determine in which fiscal 
year the study contract may be executed ; and it is virtually impossible to forecast 
exactly when travel and subsistence funds may be required. Because this is a 
one-time limited project, it is urged that in the interest of sound programing, this 
request be included in the fiscal year 1959 supplemental appropriation. 


Mr. Tuomas. Gentlemen, do all of you have a statement for the 


committee ¢ 
If so, we shall be delighted to listen to you. 


GENERAL STATEMENT 


Senator Maanuson. Mr. Chairman and members of the committee, 
we have a very short statement which I will give on behalf of all of us, 
and which we hope will justify our request for the $200,000 authorized 
to be appropriated by Public Law 85-601, which was approved August 
81958. 

Mr. Tuomas. It was August 1, 1956; was it not ? 

Senator Magnuson. No; August 8, 1958, Mr. Chairman. 

Mr. Tuomas. That is when you had some appropriations. I think 
the act was created August 1, 1956; was it not? 

Senator Macnuson. That is right. 

The future growth of Alaska depends on the successful development 
of her resources. Unfortunately, the bonanza of the Klondike does 
not fairly represent Alaska’s mineral wealth. The natural resources 
of Alaska are the basic industrial raw materials which are valued in 
terms of cents per ton, rather than in dollars per ounce. If Alaska 
is to have a healthy economy, it must have the transportation facilities 
to connect her resourees. to their markets, facilities comparable in 

‘apacity to those serving industrial communities in any other State in 
the Union. 
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The Alaska International Rail and Highway Commission is directed 
to make a thorough and complete study of the need for additional raj 
and highway transportation facilities connecting the United States 
with central “Alaska, to determine: first, economic and military advan. 
tages; second, the most feasible and direct routes relating to the eco. 
nomic benefits to the continental United States, Canada, and our new 
State of Alaska: and third, the most feasible feeder routes connecting 
coastal ports with those facilities. 

This task, vital to the industrial development of northwest North 
America, will be accomplished by employing a recognized research 
organization to conduct an economic study of this area. The loca. 
tion, availability, and extent of resources, dependent upon transport 
facilities for development, will dictate the type and location of rail- 
roads or highways. Not. until these data are tabulated and analyzed 
will transportation needs be assessed and recommended to the Congress, 

Public Law 85- 601, approved August 8, 1958, increased funds au- 
thorized to be appropirated to $300, 000, to pay for the economic study 
and other expenses authorized by theact. Only $40,000 of this amount 
was appropriated in 1958, which precluded execution of the study con- 
tract and resulted in deactivation of the staff and closing the office on 
September 1, 1958. Because of this delay, several Commission mem- 
bers and I have introduced legislation to extend the life of the Com. 
mission to June 30, 1961. 

I might state there that part of the delay was caused by a delay 
in appointing the Commission after the law was passed, which 
amounted to about a year. 

Mr. Tuomas. Senator, will you please pardon me for just one 
minute ? 

March 1, 1960, is your deadline; is it not? 

Senator Maenuson. Yes, sir. 

Mr. Tuomas. Do you have legislation now pending to extend it 
16 months? 

Senator Magnuson. I might say in all probability I think it will 
be approved by both the executive departments and I am quite sure 
the ne ‘ess will approve it. 

Mr. THomas. Well, you have 13 months to go anyway. 

Senator Macnuson. Yes, sir; because we lost a whole year by the 
delay in making the appointments. 

It is estimated that funds presently authorized will be sufficient to 
support the economic study and all other activities of the Commission 
during the extended period. This is possible because the research 
completed in 1958 has allowed a reduction in staff services for the 
extended life of the Commission. 

I urge that the entire $200,000 which has been authorized, be appro- 
priated to enable the Commission to complete its assigned task and 
make its report to the Congress. 

This completes my prepared statement. Detailed information on 
additional transportation facilities to Alaska is attached to copies 
of my statement, which you may wish to incorporate into the record. 
Thank you, Mr. Chairman and members of the committee, for this 
opportunity to present justification for this appropriation. 

Now, I want to say this, and I can put it in simple terms: 

In a very tight budget we have estimated that even if our life of 
13 months expires we still need the $200,000 to do what we want to do. 
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Mr. Tuomas. You would spend the $100,000, including $60,000 for 
this year, and $40,000 for next year? 
Senator Macnuson. We have an entire budgetary item 





NUMBER OF PERSONNEL 


Mr. Tuomas. How many jobs do you have? You have four jobs, 
do you not? ; 
enator Magnuson. I will ask Mr. Junge to answer that question. 
Mr. JuNcE. We now have two positions filled. 
Mr. Tuomas. For “Travel” you have $12,000, for “Printing and 
binding,” $1,000, and for “Other contractual services,” $9,000, and you 
want to jump that up this year to $136,000. 


CONTRACTUAL SERVICES 


Who are these experts you are hiring? 

Senator Maanuson. May I say what we did? The Commission 
after two meetings—some in the field and in Washington—decided 
to make this economic study as directed by Congres under the act, 
and that we would farm it out, so-called. 

We asked many reliable research organizations in the United States 
to submit proposals, and they all included a cost estimate. These 
were memati analyzed and it was finally decided as to the one which 
would make the study. 

Mr. Tuomas. How much are you paying, or how much would it 
cost ? 

Mr. Junce. The original cost estimate was $118,000, and the Com- 
mission determined to add a contingency fund of 10 percent, run- 
ning the total to approximately $135,000. 

Mr. Tuomas. You have $136,541. 

Mr. Junce. Yes, sir; including other contractual items. 


SCOPE OF STUDY 


Mr. Tuomas. What will this economic study cover? You referred 
to it as a complete study. You characterize it and say it will be a 
thorough and complete study. Those two words mean everything. 

What are the economic and military advantages of additional 
highway and rail transportation ? 

Senator Macnuson. Here are the 10 points the Commission sug- 
gested they cover in the report: 

One is the capability and the economics of the existing and planned 
transportation facilities between Alaska and the United States, and 
anticipated improvements therein between now and 1980. 

Two, the location, availability and volume of resources whose eco- 
nomic exploration is dependent upon improved or additional trans- 
portation facilities between the United States and Alaska, and the 
intervening areas. 

Mr. Tuomas. Senator Magnuson, may I interrupt you just one 
more time? 

Of course, your justification very clearly sets it out that regard- 
less of your eae and your study, if you do not do some business 
with Canada, you do not do too much business. Therefore, you have 
already had some meetings with the Canadian officials? 
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Senator Maenuson. I want to say for the record we have had 
meetings with officials of the Province of British Columbia, the 
Premier and all of his Cabinet, and a subcommittee was selected by 
the Commission to go to Ottawa and has been there twice, and there 
have been two other occasions. 

We met with the Minister of External Affairs, and all of the parlia. 
mentary groups up there involved, and they are giving us every ¢o- 
operation. In fact, they are going to help us with this study and 
give us the benefit of all the reports and their help and everything 
else that they can. 


ADEQUACY OF AUTHORITY 


Mr. Tuomas. Your total authorization is $300,000. 

Do you think you can live within this $300,000 authorization even 
if your act is extended another 16 months? 

Senator Maanuson. Yes; but I want to point out if it is extended, 
which we think we will be able to do, we still do not want any more 
money. I think we can do a better job during the extended period 
because of the seasonal aspects and everything involved. As you 
know, they will have to go up there this summer and they can only 
be there on the spot at certain times. They may have to delay some 
of this field work until next summer. We do not want any more 
money regardless of whether the act is extended or not. 


NEED FOR UTILIZATION OF CONTRACT SERVICES 


Mr. Kirwan. The Interior 
Alaska since we bought it. 

Senator Macnvson. Yes, sir. 

Mr. Kirwan. There were only a relatively few agencies in the Gov- 


ernment years ago, and one of them was the Interior Department. I 
believe it is the oldest of them. 


Senator Magnuson. Yes, sir. 

Mr. Kirwan. The Interior Department knows every bit of Alaska. 

Senator Magnuson. Yes, sir. 

Mr. Kirwan. Why do you want to hire an outside outfit to make 
the survey? Canada will not appropriate special funds for this pur- 
pose. Canada said “No, sir; we are going to use our own engineers,’ 
but we have to go out and hire private engineers while we have 7000 
engineers in the Bureau of Reclamation and the other Bureaus of 
the Interior Department. Yet Canada holds her dollar at 100 per- 
cent, and ours is only 46 percent. Canada is not going out and hiring 
outside engineers. That is what makes her dollars sound, but not us. 
We have to pay $136,000 to someone that knows nothing about Alaska 
while the department with all the information on Alaska at its finger- 
tips and with 7,000 engineers is not called upon to do it. 

There is something wrong with the system. [ do not like to be 
sitting here all morning complaining, but commissions of this type 
come under the jurisdiction of our Subcommittee on Interior and Re- 
lated Agencies of which I am chairman. 

Senator Macnuson. The only difference is this: The Congress 
directed us to determine the economic advantages and benefits to the 
United States, Canada, and Alaska. We have plenty of engineering 


Department has been looking after 
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data on possible roads and railroads, but this study is for the economic 
data. 

Mr. Kirwan. Why do you not hire someone who knows something 
about it ? 

Senator Macnuson. We feel we can do a more objective study. 
The Interior Bemasnaah has very little on the economic side of it, 
and in cooperation with British Columbia and Ottawa 

Mr. Krrwan. Canada told you she was going to hire her own; did 
she not ? 

Senator Magnuson. No, sir; they are going to join with us. 

Mr. Kirwan. But with their own department heads that have some 
knowledge of it. 

Senator Maenuson. They will use their department heads and I 
think they use them a little more efficiently than we do. 

Mr. Kirwan. Cert: ainly they do, and that is why their dollar is 
worth 100 cents, and ours is only worth 46 cents. 

Yet we hire someone to make this study who probably has never 
seen Alaska. We do not use people who know it backward and for- 
ward. 

Senator Magnuson. I want to say that I was Chairman of the old 
International Highway Joint Commission for many years, a Joint 
Commission with Canada and the United States. I eee: no reason 
to believe that this will not end up being a joint enterprise from what 
the Canadians tell us after talking with them. 

Mr. Kirwan. It is a joint enterprise now, but she wants to use her 
own department heads and she does not want to pay $135,000 for a 
special study or to set up a special commission. 

Senator Magnuson. We do not get much help from the Interior 
Department except some engineering data and very little from British 
Columbia. 

Mr. Kirwan. We have some of the greatest engineers in the world 
in the Geological Survey, the Bureau of Reclamation, and the Corps 
of Engineers. 

Senator Magnuson. What we have here is the basic engineering 
data. The Army engineers surveyed a route to Alaska prior to the 
war, and during the war it was brought up to date. They built the 
present Alaskan Highway as a joint enterprise because of war condi- 
tions. Then, we have the Geological Survey which tells us they 
think there is X number of minerals in the ground or so many de- 
posits of this or that, but we have never pulled all this together for a 
real economic report, and that is what we are trying to do. 

Mr. Kirwan. I understand what you are telling the committee. 

sut I tell you Mr. Jensen and I can cite many ex: umples where these 
commissions have been set up when we could have accomplished the 
same thing with existing Federal facilities. 

(Off the record.) 





CURRENT AVAILABILITY OF INFORMATION 


Senator Macnuson. Well, you and I and Mr. Thomas and Mr. 
Jensen have been on Appropriations for a long time, and I have gone 
through this and I agree with you, but we have gone into this very 
carefully. When we introduced the bill, one of the things we wanted 
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to know was the generation of traffic, and transportation revenue, and 
taxes that might be generated. 

Well, you cannot get that out of the Department. 

Mr. Kirwan. There are many agencies of this Government which 
have thousands and thousands of figures and economic and informa. 
tional data which have been gathered by people sitting on the corner 
and taking a census as to how many automobiles went by. That wag 
one of the big projects a few years ago. A survey : along that line was 
made of the entire Nation. They have more data on everything con- 
nected with this country than we can use. 

You can remember a few years ago where on every corner there was 
someone taking a census of automobiles. 

Senator Magnuson. There is a lot of useless information in some 
of those places. However, we have 10 points that we thought we 
would accomplish by this survey. I have been in this so long —this 

Alaska Highway thing—since away back in 1936 and 1937, and I 
think I could personally make a report myself, but that would be 
self-serving. We want this to be thoroughly objective and to put all 
of these pieces together and see where we are going. That is the only 
reason for contracting with an independent research organization to 
make this economic study. 

Mr. Kirwan. We had a survey on the Alaska Highway but the 
Army went ahead and would not listen to advice. The Army took a 
straight line and went right across that line and ran intoswamps. It 
wens not ask the Interior Department about the safest and best 

yay. They took a straight line and wasted probably $1 billion. 

Senator Macnuson. I will tell you how that happened: The Com- 
mission was about to make a report, and the war broke out, and a guy 
named Warren Magnuson was out at sea, and they abolished the 
Commission completely. In other words, the Army went ahead and 
built the road in the wrong place. 

Mr. Krrwan. They followed a straight line and ran into swamps 
while they could have gotten the information from the Interior De- 
partment as to the best route to follow. 

Senator Magnuson. We had another route selected. Now, we have 
to blacktop it one of these days, but the trouble is we do have this area 
between the Alaska Highway and the Pacific Ocean. You will find 
enthusiasm for development up there, and we are going to have to 
work together on it . 

You will remember that we had the Columbo Conference in Seattle 
and Mr. Sydney Smith who is their Secretary of State, was there for 
a week. He lived next door to me at the Olympic Hotel, and we spent 
many hours together. I think they are going to appoint a comparable 
commission to work with us, and if we can work our problems out 
with British Columbia—there is a little political friction there—we 
will submit the budgetary items 

Mr. Jensen. As you gentlemen have heard me say many times, a 
Commission of this nature can be good or it can be bad. If this Com- 
mission will coordinate the information that is necessary—I mean 
gather the information that is necessary to do the job you have set out 
to do, and will see to it that the taxpayers’ money is not. wasted. it will 
be fine. On the contrary, you can develop a program that will bring 
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ater revenues and possibly a conservation of our natural resources 

and better uses of our natural resources, including highways which, 
in effect, are a natural resource for use, at least, and then of course 
your Commission is worthy of the money spent. 
“ Tf, on the other hand, you wind up as many of the commissions do 
about which Mr. Kirwan has spoken and about which I know per- 
sonally, they are a detriment to the economy of our country, and to 
everyone concerned. However, with people like you on the Commis- 
sion, and I have just read the list of the members, certainly you people 
should be able to do a good job, and to see to it that money is not 
wasted, but to the contrary, a great benefit might be derived from the 
Commission. 

I hope it does not develop like too many other commissions have 
developed. 

Senator Maenuson. I could not agree with you more, because as 
you gentlemen know, particularly the chairman of this committee 
and I, handle these commissions and independent offices, and some 
of them are really some dillies; are they not? 

Mr. Tuomas. You mean they handle us? 

Senator Magnuson. Yes, sir; sometimes. 

Mr. Jensen. They get to be the masters. 

Senator Magnuson. Off the record. 

(Discussion off the record.) 

Mr. Jonas. Have you selected the organization to do the study ¢ 

Senator Magnuson. The committee did, yes, at a meeting last July, 
and no anouncement was made because we did not know just what we 
were going to do and it finally was agreed upon—a group called 
Battelle Memorial Institute, of Columbus, Ohio. 

Mr. Bow. A very fine group. 

Mr. Jonas. When do you plan to make the contract ? 

Senator Macnuson. As soon as we can get our money and have a 
meeting of the Commission. 

Mr. Jonas. Do you not think it would be more appropriate to 
handle that in a regular appropriation bill beginning July 1? 

Senator Maenuson. The a problem is you have that seasonal 
thing up there, and they have to get started. Weare afraid if it drags 
on until April or May we will lose another year. We have only an- 
other year to go unless we get it extended, but the contract would be 
the same whether the Commission is extended or not. It is the same 
program. But we will do a better job if it is done over a period of 
time. 

Mr. Tuomas. Thank you very much, gentlemen. 

Senator Magnuson. Thank you, Mr. Chairman and members of the 
committee. May I leave with you a copy of the 10 points which the 
report should develop ? 

Mr. Tuomas. We will receive it for the record at this point. 

(The matter referred to follows :) 


Economic NEED AND JUSTIFICATION FOR ADDITIONAL RAIL AND HIGHWAY FACILITIES 
BETWEEN UNITED STATES AND ALASKA 


The proposed research project, relating to Public Law 884, 84th Congress, will 
comprise study based on factual data and realistic projections, and recommend 
whether there is sound economic need and justification for additional highway 
and rail facilities between the United States and Alaska. 
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The report should adequately develop and objectively evaluate the following: 

1. Capabilities and economics of existing and planned transport facilities be 
tween Alaska and the United States and anticipated improvements thereon be. 
tween now and 1980. 

2. Location, availability, and volume of resources whose economic exploitation 
is dependent upon improved or additional transportation facilities between the 
United States and Alaska, and the intervening areas. 

3. Present and prospective location of local, national, and/or world markets 
for such resources and present and long-range (1980) competitive position of each, 

4. Delivered cost of marketable resources utilizing existing transportation fa- 
cilities and subsequent comparison with estimated costs, utilizing proposed addi- 
tional or improved transportation facilities. 

5. Increase in national income and population resulting from production, 
processing, and shipment of additional raw and/or finished products to national] 
or world markets. 

6. Traffic and transportation revenues and taxes generated from the foregoing, 

7. Most feasible and direct major and feeder routes for rail and/or additional 
highway facilities in relation to economic benefits to be derived therefrom by the 
United States, Canada, and Alaska, taking into consideration the proximity of 
suitable sites for airfields to such routes. 

8. Estimated construction costs of additional major and feeder routes based 
on aerial photos now available from U.S. and Canadian sources, supplemented 
by such route surveys as may be available. 

9. Economic feasibility of improved or additional transportation facilities 
from correlated cost and revenue estimates, considering the economic effect on 
present carriers. If not economically feasible, form and extent of subsidy or 
assistance required. 

10. Prospects for private capital investment in the transport facilities being 
considered. 

11. Final report to be submitted to the Commission by September 30, 1959. 


ADDITIONAL TRANSPORTATION FACILITIES To ALASKA 


The future growth of Alaska depends on the successful development of her 
resources. Unfortunately, the “bonanza” of the Klondike does not fairly repre- 
sent Alaska’s mineral wealth. The natural resources of Alaska, 
of the remainder of northwest North America, are the basic industrial raw 
materials which are valued in terms of cents per ton, rather than in dollars 
per ounce. If that part of the North American Continent is to have a healthy 
economy, it must have the transportation facilities to connect her resources to 
their markets, facilities comparable in capacity to those serving industrial 
communities which will be competing for these world markets. 

Because Alaska is noncontiguous to the 48 States and is separated by a sizable 
area of rugged terrain, the transportation network in British Columbia, Alberta, 
and the Yukon territory is an important factor in the economy of the region. 
Only one link, the 1,300-mile-long’? portion of the Alaska Highway, connects 
the road networks of Alaska to that of Canada and the 48 States. With the 
exception of Haines*, none of the southeast Alaska panhandle communities are 
connected to the continental highway systems. and must rely on ships and planes 
for contact with the outside. Lack of a highway adjacent to the coastline 
adds several hundred miles to the overland distance between the Pacific Coast 
States or Vancouver and northern British Columbia, the Yukon 
Alaska, via the circuitous route of the Hart and Alaska Highways. 
penalty is involved in combined rail and highway travel. 

The Congress has recognized the need for additional transportation facilities 
in northwest North America for many years. Several commissions were estab- 
lished during the last 25 years to study suitable routes for surface facilities 
connecting the 48 States with the former Territory of Alaska.’ 

The 1938 act provided for a joint United States-Canadian Commission to 
consider, among others, the military transport needs of both countries. The 
U.S. Army Corps of Engineers surveyed a route for a military railroad in 
1940-41. But in 1942, the Alaska Highway was built, following a route farther 
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1 Dawson Creek, British Columbia, to Tok Junction, Alaska. 
? Haines cutoff highway is closed to winter traffic. 
?See “Summary of Previous Studies,” AIR & HC, October 1957. 
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east, connecting a series of air fields located on the World War II aireraft ferry 
route across Canada and Alaska to Russia. 

The most recent effort to study the transport needs of northwest North 
America, as related to the economic benefits to the United States and Canada, 
was the creation of the Alaska International Rail and Highway Commission 
in 1956. The Commission, established by Public Law 884, 84th Congress, has 
the task of making a thorough and complete study of the need for additional 
pighway and rail transportation facilities connecting continental United States 
with central Alaska, to determine: First, economic and military advantages ; 
second, the most feasible and direct routes in relation to the economic benefits 
to the continental United States, Canada, and our new State of Alaska; and, 
third, the most feasible feeder routes connecting coastal ports and cities with 
those facilities. The Commission is further directed to give particular atten- 
tion to the feasibility of rail and highway facilities between the northwest region 
and Alaska, to report to the Congress the results of its studies and recommend 
routes and facilities determined most feasible and beneficial to all concerned. 

The Commission consists of five Congressional Members, four from the 
executive departments, and three from the public, at least one of which shall be 
a resident of Alaska and one a resident of the Pacific northwest region. All 
members serve without compensation, but may be reimbursed for travel, sub- 
sistenee, and other necessary official expenses. 

While Public Law 884, 84th Congress, was approved August 1, 1956, appoint- 
ment of its members was delayed until middle 1957, resulting in an organizational 
meeting in July. A small administrative staff (four people) began operations 
in October at 718 Jackson Place NW. 

The Commission met in official sessions on November 4, 1957, in Seattle and 
on February 4 and July 30, 1958, in Washington. Officers visited Dominion 
officials in Ottawa on three oceasions. A staff meeting in August 1957 with 
officials of the Department of Northern Affairs and Natural Resources resulted 
in an Offer of basic data, maps, charts, and aerial photographs. In January 
1958, a meeting of the Chairman, Vice Chairman, and the State Department 
member with the Secretary of State for External Affairs, the Honorable Sidney 
Smith, and his ministers resulted in an expression of official interest, good will, 
and a genuine desire to cooperate. The Chairman returned for a third meeting 
with the same officials on July 31, 1958. 

In answer to the United States request that Canada establish a body com- 
parable to the Commission, the Secretary explained that due to the political 
situation such action would not be timely. Instead the Interdepartmental Com- 
mittee on Pacific Coast Transportation, consisting of deputies from each inter- 
ested department, was appointed and is now cooperating with the Commission. 

The Commission has met with two groups of Province officials. On Novem- 
ber 5, 1957, the Honorable William Bennett, Premier of British Columbia, and 
his ministers met with the Commission in Victoria. The Premier was frank in 
his discussion of plans for industrial and transport development in the Prov- 
ince. He extended an offer of cooperation and hoped they might cooperate with 
and assist the Commission in its work. On February 4, 1958, the Honorable 
Gordon Taylor, Minister of Highways, Alberta, presented to the Commission in 
Washington a brief on Alberta’s transport capabilities. 

Since October 1957, the staff has assembled from United States and Canadian 
civilian and governmental sources, numerous documents, reports, articles and 
maps relating to resources and transportation in the north country. These data 
have been published in a bibliography listing title, scope and author. 

There is one major difference between the assigned duties of the present 
Commission and those which have preceded it. Former bodies have been con- 
cerned primarily with the engineering feasibility of additional transport facili- 
tes between the United States and Alaska. In other words, “Can it be done?” 

The Commission must now determine among other matters, what undeveloped 
resources, for which there is a demand now or in the next 20 years, exist in 
northwest North America, to what extent, and what transport facilities would 
be required, if any, for their exploitation. With these economic needs must 
be correlated the military transport requirements, if any, in addition to exist- 
ing facilities. If the need exists for additional transport facilities, then the 
Commission must determine which routes and types of facilities are suitable, 
will they be self supporting, and if not, the nature and amount of subsidy 
required. 
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This economic and engineering study is a major research task. It goes far 
beyond any study of these topics ever before undertaken by either a United 
States or Canadian Commission or similar body. The study will determine 
the location, extent and availability of undeveloped resources dependent upon 
transportation for their exploitation. The market demand and competitive 
position of each resource will be forecast as modified by technological advances 
in product substitution. Not until these data are tabulated, studied and analyzed 
will transport needs be assessed in relation to the economic benefits to the 
continental United States, Alaska, and Canada. 

As a result of the complexity of these economic factors, the Commission ip 
November 1957 decided to employ a nationally recognized research organization 
to conduct an economic and engineering study of northwest North America, jn 
lieu of performing this function with a professional staff. As a result, the Com- 
mission extended an invitation to a number of nationally known research or- 
ganizations, and in response thereto received 18 proposals to conduct such a 
study. 

The staff provided an outline of requirements (copy attached), provided 
guidance to these research firms, made a thorough and impartial analysis of their 
proposals and recommended to the Chairman the organization which appeared 
to be the most capable to conduct such a study. The Commission met on July 29, 
1958 and approved the selection recommended by the Chairman. This action was 
made known to a group of Canadian ministers in Ottawa during the visit by the 
Chairman on July 31, 1958. 

Public Law 85-601, approved August 8, 1958, extended the life of the Commis- 
sion 18 months to March 1, 1960, and increased funds authorized to be appropri- 
ated from $75,000 to $300,000 to enable the Commission to employ a research 
organization to conduct an economic study and complete its task. Of this amount, 
$60,000 was appropriated in 1957, the unobligated portion of which expired on 
September 1, 1958. Of the remainder, $40,000 was appropriated for fiscal year 
1959, which precluded execution of the study contract and resulted in deactivation 
of the staff and closing of the office on September 1, 1958. A skeleton staff was 
reactivated late in 1958, in preparation for the resumption of operations in 1959, 

The lack of funds to execute the study contract in August 1958 resulted ina 
delay of at least 8 months (September to May) in the work program. Under 
existing legislation, only 9 months would remain to conduct the economic study, 
determine what transport facilities should be recommended, and make the final 
report to the Congress. The designated research organization has indicated that 
17 months is required to conduct the study, do the field work during favorable 
weather and pre} are the report, within the cost estimate submitted with the 
proposal. 

Because of this delay, Senators Magnuson and Bartlett introduced 8S. 498, and 
Representatives Sisk, Mack, O’Brien, and Rivers introduced H.R. 2937, 3036, 
3874 and 3062, respectively, similar bills to extend the life of the Commission 
through June 1961. 

It is estimated that funds presently authorized, when appropriated, will be 
sufficient to support the economic study and all other activities of the Commission 
during the extended period. This is possible because the research completed in 
1958 has allowed a reduction in staff services for the extended life of the Com- 
mission. The President’s first 1959 supplemental appropriation request includes 
the remaining $200,000 of funds authorized in 1958. 

The Commission will meet early in 1959 to confirm the program of work, the 
selection of a research organization, the contract for an economic study and re- 
schedule the inspection trip through western Canada and public hearings to be 
held in Alaska, canceled twice in 1958. All of the above will proceed im- 
mediately following the appropriation of funds and an extension in time to com- 
plete the study and submit a final report with recommendations to the Congress. 
Thirty days thereafter, all authority granted by the act will be withdrawn and 
the Commission will cease to function, its task completed. 


LEO 
LEV 


wt 
HU: 


La} | 
= 
So 
TO 


Mee rer 
Me bt Gt Gees eel Gee Be Cel 


am 
Seo@ 


yj 
6 





es far 
Jnited 
Tmine 

upon 
titive 
ances 
lyzed 
0 the 


ion in 
zation 
ca, in 
Com- 
*h or- 
uch a 


vided 

their 
eared 
ly 29, 
n was 
vy the 


nmis- 
ropri- 
earch 
ount, 
ed on 
year 
ation 
f was 
1959, 
fina 
™nder 
tudy, 
final 
| that 
rable 
nh the 


, and 
3036, 


ssion 


‘ll be 
ssion 
ed in 
(‘om- 
ludes 


', the 
d re- 
to be 
im- 
com- 
TESS. 
and 


187 
Turspay, Fesruary 24, 1959. 
OFFICE OF CIVIL AND DEFENSE MOBILIZATION 


WITNESSES 


LEO A. HOEGH, DIRECTOR 


LEWIS E. BERRY, JR., ASSISTANT DIRECTOR FOR PLANS AND 


OPERATIONS 
WILLIAM S. HEFFELFINGER, DIRECTOR OF ADMINISTRATION 


HUBERT R. GALLAGHER, DIRECTOR OF SPECIAL LIAISON 


FEDERAL CONTRIBUTIONS 


Program and financing 
































Presently | Revised 
available, | estimate, Increase 
| fiscal year | fiscal year 
1959 | 1959 
Program by activities: | 
fC. eee ee sil. bldades didides | $1,135,000 | $1, 135,000 
2, Communications-.-..----.-.-------- ere eapdendee- ca baael 7, 475, 000 7, 475, 000 
3. Public safety devices. anaogs pidecandacede 378, 000 378, 000 |- 
4. Medical supplies and equipment. paxbbdneteee Sweeney 295, 000 | 295, 000 | - 
ey NOORION SOPUINEE 5 «nis enccessmsnesennne-s pith risktececs 560, 000 560, 000 
6. Mass care equipment ain RAD a Ee oe 10, 000 | 10, 000 
7. Engineering supplies and equipment.- Sagan 1, 010, 000 1, 010, 000 
8. Construction and general equipment---------------------- 3, 107, 097 | 3, 107, 097 
9, Preservation of vital records_.............-------- ~thbees 300, 000 | 900, O00. tou. da0i~a5- 
10. Personnel and administrative costs... ----.----- TockanoaLsieatheion ase’ 3, 000, 000 $3, 000, 000 
Pobaliotitetidege. sis. 603 iii dtcs. te eli celle 14,270,097 | 17, 270, 097 3, 000, 000 
Financing: Unobligated balance brought forward......-..-.- —14 270,007 | —14, 270,007 |.-.--------.s- 
Appropriation .............-.-...------2+-----5------ nofacdennssacnne 3, 3, 000, 000° 3, 000, 000 
Object classification 
| 
Presently | Revised 
available, estimate, Increase 
fiscal year fiscal year 
1959 1959 
11, Grants, subsidies, and contributions. _-..-.-.-....------- | $14, 270, 097 | $17, 270,007 | $3, 000, 000 








Mr. Tuomas, Gentlemen, we now have with us the Office of Civil 
and Defense Mobilization. 

We have some of our oldtime friends here, the Governor and Di- 
rector, Mr. Leo A. Hoegh and Mr. Lewis E. Berry, Assistant Director 
for Plans and Oper ations; William S. Heffelfinger, Director of Ad- 
ministration and Hubert R. Gallagher, Director of Special Liaison. 
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The justification will be inserted in the record at this point in the 
hearings. ; 
(The justification follows :) 


FEDERAL CONTRIBUTIONS 


“For an additional amount for ‘Federal contributions’, including financig} 
contributions to the States pursuant to section 205 of the Federal Civil Defenge 
Act of 1950, as amended, to be equally matched with State funds, $3,000,000, to 
be derived by transfer from the appropriation for ‘Emergency supplies and 
equipment’, fiscal year 1959.” (Independent Offices Appropriation Act, 1958.) 


eT een likapiNs Gi chile ieindsd a eats Gem inhi thin taminciehewhien nds $17, 000, 000 
I a cin sata ee nigh sles kalibicentenemich eons 3, 000, 000 


Personnel and administrative costs, $3,000,000 


Public Law 85-606 provides authority for making Federal contributions of not 
to exceed one-half of the total cost of necessary and essential State and local 
civil defense personnel and administrative expenses. These contributions will be 
made on the basis of approved plans for civil defense of the States which are 
consistent with the national plan for civil and defense mobilization. 

As was pointed out in the House report on H.R. 7576, the task of developing an 
adequate civil defense capability at State and local levels requires a staff of 
experienced, trained, full-time specialists. Through this program the Federal 
Government will provide a stimulus to State and local efforts. In this way the 
principles of joint responsibility enunciated in the law will be realized. This 
supplemental request contains funds required for the immediate implementation 
of this preraredness program and covers the period from April 1, 1959, to June 
30, 1959. This represents a very realistic implementation date inasmuch as 
approved initial plans from all States participating at the beginning of this 
program are scheduled for completion on or before February 28, 1959. Progress 
to date coupled with the unanimous enthusiasm of the participants further sup- 
ports this implementation date. 

Meetings with State and local officials were conducted in order to determine 
the most acceptable and desirable methods for implementation of this legisla- 
tion. Items discussed during these meetings included (1) functional areas 
represented, (2) minimum staffing required to carry out responsibilities, (3) 
number of civil defense employees now available at the various levels of govern- 
ment, and (4) availability of State and local funds to support this program. A 
list of functions inherent in a national program was prenared and discussed. 
It was further agreed that the emphasis to be given individual functions would 
have to vary depending on such factors as: terrain, climate, geographic loca- 
tion, ete. 

In December 1958 OCDM sent teams into New Jersey, Ohio, Georgia, Michigan, 
Louisiana, Kansas, California, and Oregon to develop State plans as reqvired 
by lew in order to qualify for financial contributions. Both regional and national 
OCDM personnel worked with the State offices on these pilot projects. In addi- 
tion, the former executive director, Council of State Governments, now a con- 
sultant, to OCDM on Federal-State relations, and officials of the Department of 
Health, Education, and Welfare, Division of State Merit Systems participated. 
These studies provided OCDM personnel with valuable experience and are now 
being used as models by the regions as they assist the rest of the States in 
developing their plans. 

In arriving at a formula to allocate a Federal appropriation among the States 
and Territories, consideration was given to the factors enumerated in Public 
Law 85-606 (1) the criticality of the target and support areas with respect to 
development of the total civil defense readiness of the Nation, (2) the relative 
state of development of civil defense readiness of the State, and (3) population. 
A minimum of $25,000 (per year) will be made available to each State, Terri- 
tory or possession, and the District of Columbia for planning purposes. 

Funds required to implement this program on April 1, 1959, are identified by 
individual States in the table below. The average quarterly costs during 1957 
represents actual expenditure data gathered for OCDM by the Bureau of the 
Census and does not include personnel and administrative costs incurred by 
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municipalities under 25,000 or counties under 250,000 population. Estimated 
costs for the last quarter fiscal year 1959 under the Federal assistance program 
are based on information obtained during the December OCDM team visits to 
the eight pilot project States plus reports and analyses furnished by the regional 
offices as a result of State plans reviewed. These have indicated a most en- 
couraging enthusiasm for and acceptance of this program at the State and local 
levels. 


State personnel and administrative costs for civil defense, 4th quarter fiscal year 1959 




















a is mrereteret 
Estimated costs for last 
Average quarterly quarter fiscal year | 
costs during 1957 1959 with Federal 
| |} assistance Amount of 
ee 5 cliaiatailictsiii ae Thani ___| Personnel Federal 
State | | | increase contribu- 
| | State per- | | Total per- | tions 
| Number of | sonnel and | Number of | sonnel and | 
| personnel | adminis- | personnel | adminis- | 
trative ex- | trative ex- | 
} penses | penses 
ihe Aiactnt bales seed et sO ete de hnnin sega h i cceadiemeiaeaenieal aietien beni 
Alabama. --- 17} $28,500 29 $48, 450 12 | 
Arizona | 11 19,000 | 19 | 32, 300 8 | 
Arkansas 13 20, 500 | 22 | 34, 850 9 | 
California--. 458 809, 500 | 641 | 1,133,300 183 | 
Colorado | 22 34, 000 37 57, 800 15 
Connecticut i ol 124, 750 104 | 212. O80 43 | 
Delaware a 14, 000 15 | 23, 800 6 
District of Columbia 13 19, 500 | 22 33, 150 9 
Florida. -- 22 | 53, 000 44 106, 000 22 
Georgia 34 71, 500 68 | 143, 000 34 | 
Idaho 2 2,500 | 4 | 5, 000 2 
Illinois... 33 70, 500 66 | 141, 000 33 | 
Indiana... she | 26 | 45, 000 36 63,000 | 10 | 
lowa.-- . sal 7 | 11, 250 12 5 
Kansas 11 | 21, 250 | 2 | 1 
Kentucky - --- ‘on 7 11, 000 14 | 7 
Louisiana... 37 65, 500 63 | 26 | 
Maine “ ‘ 18 250 | 31 42, 930 13 | 
Marylend_- -.- 45 28, 500 63 | 137, 900 18 | 
Massachusetts 160 208, 000 272 | 353, 600 | 112 | 
Michigan 125 194, 000 206 319, 800 | 81 | 
Minnesota 34 58, 250 48 81, 550 14 | 
Mississippi 5 | 8, 750 | 9 14, 880 4 
Missouri e ‘ 5l 8Y, 750 87 152, 5s 36 
Montana 3 , 750 6 | 11, 500 3 
Nebraska q 15, 000 15 25, 500 6 
Nevada 3 4,750 6 9, 500 3 
New Hampshire 5 9, 500 10 19, 000 5 
New Jersey 73 172, 250 24 292, 830 51 | 
New Mexico ; 4,000 6 8, 000 3 | 
New York 586 1, 064, 770 | S20 1, 490, 650 234 | 
North Carolina 20 35, 250 34 59, 3 14 | 
North Dakota 3 3, 750 6 7, 500 3 | 
Ohio 90 138, 500 153 | 235, 450 63 | 
Oklahoma 18 22, 250 31 37, 830 13 | 
Oregon 31 58, 500 53 G9, 44 22 
Pennsylvania v9 189, 000 168 321, 30K 69 
Rhode Island 13 17, 750 18 24, Sit 5 
South Carolina 5 6, 250 10 12, OO 
South Dakota 3 3. 000 6 6, 000 3 
Tennessee 27 42, 500 46 72, 250 19 
Texas 47 84, 500 0 143, 650 33 
Utah 9 11. 750 15 19, 980 f 
Vermont 4 7, 250 8 14, 500 | 4 
Virginia 16 25, 500 27 43, 350 1} 
Washington 39 54, 000 | 66 91, 800 27 | 
West Virginia 6 7, 000 10 11, OO 4 | 
Wisconsin 44 101, 750 75 72, 980 3! | 
Wyoming 3 5, 750 6 | 11, 500 3 | 
Alaska 3 3, 750 6 7, 500 3 | 
Hawaii . ; i] 16, 000 | 19 27. 200 8 | 
Puerto Rico 107 34, 750 182 | 59, 080 75 | 
Total 2, 501 4, 248, 500 3, 940 6, 669, 430 1, 439 3, 000, 000 


The above increases to State and local civil defense staffing represents the 
nucleus required to establish and direct those functions necessary for the non- 
military defense of the Nation. Qualified personnel are presently available from 
the State survival planning groups, and it is anticipated that full utilization will 
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be made of their talents and experience in the initial expansion of State ang 
local civil defense staffs, Other qualified personnel have been available to the 
States and local subdivisions, but their services have necessarily been on g 
part-time gratuitous basis due to lack of funds. No particular difficulties are 
therefore foreseen in the rapid expansion to the staffing indicated in the above 
table. 


GENERAL STATEMENT 


Mr. Tuomas. Do you have astatement for us, Governor ? 

Mr. Horeu. If it is agreeable to you, Mr. Chairman—— 

Mr. Tuomas. Anything you want to do is agreeable to us. 

Mr. Hore. I would like to make an oral statement and then be 
subjected to questioning. 

Mr. Chairman and members of the committee, we are here this 
morning to present evidence to support our request to transfer $3 
million from the emergency supplies and equipment fund to that of 
the contributions fund. The reason for doing so is to have the $3 
million to support Public Law 606 by enabling the Federal Govern- 
ment to match personnel and administrative expenses at the State 
and local level for civil defense functions. I know all of you are 
familiar with Public Law 920. That was the basic law dealing with 
civil defense enacted in 1950. 

That law set forth the principle that the State and the local gov- 
ernments were primarily responsible for civil defense. I recall that 
when I was a member of the Governor’s conference committee on 
civil defense that that principle was under discussion several times, 
I held, and many others held, that civil defense should be the joint 
responsibility of Federal, State and local governments and should not 
be the primary responsibility of the State and local governments, 
There were some that contended that it should be the primary respon- 
sibility of the Federal Government and that civil defense should be 
federalized and nationalized. The m: jority of the Governors, how- 
ever, did not sustain that position and last year this Congress sus- 
tained the position that it should be the joint responsibility of Fed- 
eral, State, and local governments. That was so adjudicated when 
you enacted Public Law 85-606. 

It now states that the Federal Government shall provide direction, 
coordination, guidance, and necessary assistance as_ hereinafter 
authorized. 

PROVISIONS IN PUBLIC LAW 606 


What does Public Law 606 provide? It provides that the Federal 
assistance should be for enabling the Federal Government to lend or 
grant radiological instruments, devices, and chemical warfare items, 
such as gas masks, to the States and local governments and provided 
that $35 million could be allocated each year for that purpose. 

The second provision was that the Federal Government could 
provide funds for civil defense personnel equipment and allocated up 
to $2 million for that purpose. 

Third, it authorized that personnel and administrative expenses at 
the State and local level could be matched by Federal funds for civil 
defense purposes and allocated an amount not to exceed $25 million 
per year. 

Fourth, it provided that not to exceed $300,000 each year could be 
allocated for travel expense for State and local personnel to attend 
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(raining centers that were supported by the Federal Government. The 
objective of Public Law 606, particularly that of matching funds for 
yersonnel and administrative expenses, 1s to make civil defense effec- 
tive at the State and the local level. 


CIVIL DEFENSE A JOINT RESPONSIBILITY 


I can assure you that this is not a giveaway program. If it were, I 
would not be here today. This, in my opinion, will enable us at the 
State and local level, to strengthen greatly our planning, our organi- 
gation, and our training capabilities. This is most important because 
the Governors and the mayors look to civil defense and their staffs for 
the overall coordination, direction, and marshaling of efforts of State 
and local governments. For instance, I think this joint responsibility 
principle is sound because it means that we have all of the personnel, 
all of the resources, all of the facilities of the local and State govern- 
ments available for civil defense purposes. 

That is a sound principle because Government must serve people in 
normal times and above all, Government must be able to serve and 
direct and coordinate activities in case of a national emergency. 


VIEWS OF GOVERNORS AND MAYORS 


Governors and mayors have often discussed this matter with me and 
no doubt they have discussed it with the members of this committee. 
They say that “If the Congress provides funds for matching personnel 
and administrative expenses for civil defense purposes, it is a definite 
demonstration of the fact that the Federal Government is determined 
to strengthen civil defense at the local and at the State level.” 

I can assure you gentlemen that unless we do strengthen it at the 
State and local level it does not matter how much you do from the 
Federal level, you cannot get sound and effective civil defense. 


STATE PLANS 


Some of the requirements of this law, as you directed, are that they 
must present administrative plans. We have been working with the 
State and local governments to that effect. 

As of now, 46 States have perfected their State administrative 
plans in line with those that we have perfected at the national level. 

Secondly, they must develop State and local civil defense opera- 
tional plans as approved by the Director of the Office of Civil and 
Defense Mobilization. That means, briefly, that they must be in 
conformance with the overall national plan for civil defense and de- 
fense mobilization. 


THE NATIONAL PLAN 


As you know, the national plan was first promulgated on October 22, 
1958... That plan sets forth specifically the role of the Federal, State, 
and local governments, what the overall mission is, and what part 
each- 

Mr. Tromas. We are all confused on what that national plan is. 
What is one of current date, since you brought up the subject? Go 


into it now. You have issued a lot of publications on it. 


37458 59 13 
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Mr. Hore. It was on October 22, 1958, that the plan was promyl. 
gated by the President of the United States, and it has been widely 
disseminated to all States and Territorial governments. 4 

Mr. Toomas What does it do? 

Mr. Horen. It sets forth what our mission is. That is, to proteet 
life and property in case of a national disaster and to mobilize re. 
sources and production. 

Mr. Tuomas. Resources and production. 

Mr. Horcu. That is on the defense mobilization phase. It covers 
both civil defense and——— 

Mr. Tromas. That is under the ODM Section ? 

Mr. Horeu. Yes. 

Mr. Tuomas. Go ahead. 

Mr. Horcu. It then sets up what part the Federal Government—~— 

Mr. Tuomas. You have a rule and regulation in there that you were 
going to move or not build any plants in the target area and then you 
built airplane plants on the Pacific coast 150 yards from the water, 
You could hit them from the water with a popgun. You—and when 
I say “you,” I mean the armed services—absolutely paid no attention 
tothe ODM rules and regulations on dispersal. 

What do all of those things mean ? 

Perhaps we had better talk about that later? 


WHAT THE PLAN DOES 


Mr. Horen. I think first we must recognize that it establishes this 
plan in conformance with the law and that the Director of the Office 
of Civil and Defense Mobilization is really the Chief of Staff for the 
President on all nonmilitary defense functions, planning, and so 
forth. 

It then sets forth what the Federal Government will do to accom- 
plish this mission. 

Secondly, it sets forth what the State governments must do and 
and what the local governments must do. 

It also sets forth what people must do because when I first said this 
is team action by all governments, I want quickly to add it is team 
action of all governments and the people. 

This nlan sets forth what each government’s role is in civil defense. 

Mr. THomas. You mean each State government or what ? 

Mr. Horecn. Right. I want to tell you that the Governors are 
pleased that they have a national plan for civil defense and defense 
mobilization. It is the first overall national program. 

Mr. Tromas. What is the duty of the State of Texas in that plan? 
That is, if it is not too long, tell me what it is. 

Mr. Horen. The government of each State is responsible for the 
direction and coordination of civil defense and defense mobilization 
activities of the State and its political subdivisions. In other words, 
the Governor is the overall commander within that State insofar as 
civil defense and defense mobilization is concerned. 

Mr. Tuomas. You mean you are not going to call the National 
Guard or what ? 

Mr. Horen. He could, sir. 

Mr. Tomas. He could do that now without that order? 
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ROLE OF THE NATIONAL GUARD 


Mr. Horan. Yes, sir. But this plan incorporates an annex known 
as the Role of the Military—the military departments or the Depart- 
ment of Defense—and we worked it out together in conjunction with 
the National Guard and Reserve elements, and so forth. ze 

As you know, six divisions are tagged as high priority divisions of 
the National Guard. The other divisions now will be upon call of the 
Governor, available immediately to go in and support the civil defense 
efforts of that State. This is important from that standpoint because 
before we have sort of been talking about the role, what the role was, 
but it was never specific. Now it is specific and people understand it. 

Mr. THomas. That reminds me that in another committee—namely, 
the Armed Services Committee—there is quite a bit of sentiment to 
increase the appropriations to the National Guard. 

Could it be that the National Guard would be built up and then 
instead of bemg federalized, kept in the local State doing civil defense 
work ¢ 

Do you have any understanding whether the military over at the 
Pentagon have any thinking about that ? 

Mr. Horan. No. Here is the understanding, sir. The National 
Guard and the Reserve have as their primary mission the military 
defense of this country. That is their primary mission. 

A secondary role, however, is that it must be prepared to execute 
civil defense and defense mobilization missions. Under the annex to 
the national plan as prepared by the Department of Defense, a Gov- 
ernor may call upon these National Guard troops immediately with 
the exception of the six that have high priority, to help support the 
civil defense effort. 

Mr. THomas. Suppose the head man over at the Pentagon decided 
he wanted X division in Y State and the Governor who is in charge 
of the National Guard in that State says, “Well, I want this Na- 
tional Guard to stay in and do a little civil defense work.” Then the 
Pentagon issues an order federalizing it under the emergency powers. 
Where would we be then ¢ 

The plan on paper is fine, but you cannot make a plan in peacetime 
looking toward the disposition of a military unit and make it stick 
during wartime. It is just the nature of the animal which does not 
lend itself to that rigidity. It has to be flexible. 

Mr. Horeu. Mr. Chairman, may I point this out: It is most impor- 
tant that you have prearranged plans so that the Governor of Texas 
knows that if his division is not one of the six tagged for primary 
immediate mobilization, he should have plans to use that National 
Guard to support his efforts. Up to this time, we had no national 
plan perfected and he was never assured that he had that opportunity. 

Mr. Tuomas. You have made a very fine and enlightening statement- 


REQUEST FOR TRANSFER OF FUNDS 
This request for $3 million is a request for transfer of funds for a 


specific purpose to begin a new program. 
Is this for 3 months ? 
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Mr. Horen. Three months. 

Mr. Tuomas. What will this $3 million, on a 3-month period, cost 
next year? 

Mr. Horex. $12 million, sir. 

Mr. Tuomas. Do you intend to hold it at $12 million or does the 
authorization permit you to spend up to $25 million ? 

Mr. Horcn. This coming fiscal year I want to proceed on a sound, 
practical basis. . 

Mr. Tuomas. As far as you can see, you will hold it at $12 million 
next year ? 

Mr. Hoecn. Yes, sir. 

Mr. Tuomas. This money is on a matching basis with the State 
and it does not mean that you put up 50 percent. You can put up 
50 percent and the State put up 50 percent, but I presume, when it is 
all said and done, it will be equal ; is that correct ? 

Mr. Horcn. It will not exceed 50 percent. It may go down, but 
we are going to try to make it 50 percent. 

Mr. Tuomas. This is transferred from funds already appropriated 
from “Emergency supplies and equipment” and that is an appropria- 
tion where the Federal Government does 100 percent of the appro- 
priating; correct ? 

Mr. Horecu. Yes, sir. 


NUMBER OF JOBS 


Mr. Tuomas. I note that you have set out on your table here the 
number of jobs. I see that in Alabama you have 17 and you are going 
to raise it to 29. 

Mr. Horcu. Yes, sir. 

Mr. Tuomas. I presume for 1959 that is the deficiency and you 
will let it stay at that for next year, 1960? 

Mr. Horcn. Twenty-nine is the base for 1960. Some expansion will 
occur as an improved state of civil defense readiness is built. 

Mr. Tuomas. In my own State of Texas, I see 47 jobs and you are 
going to increase it to 80. That is an increase of 33 and it will remain 
at that for next year? 

Mr. Horcu. Application of our formula for allocating funds will 
provide for some additional people. 

Mr. Tuomas. Your total job count is 2,501. Is that what is in the 
organization now ¢ 

Mr. Horgau. Yes, sir. 

Mr. THomas. By whom are they paid? 

Mr. Horcu. The States and their political subdivisions. 

Mr. Tuomas. You want to increase that to 3,940? 

Mr. Horcu. Yes, sir. 

Mr. Tuomas. Fifty percent of that will be paid by the Federal 
(zovernment ? 

Mr. Hogcu. Yes, sir. 

Mr. Tuomas. That is an increase of 1,439 over the jobs previous on 
an annual basis for 3 months and will cost $3 million ? 

Mr. Horen. On a quarterly basis. 

Mr. Tuomas. Three-month basis? 

Mr. Horeu. Yes, sir. 

Mr. TuHomas. What isthe pay scale, Governor ? 
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MERIT SYSTEM BASIS 


Mr. Hoeex. It will be based upon a merit system and based upon 
the prevailing scale of the respective States. 

Mr. Tuomas. What do you mean by a merit system? Civil service 
rating ¢ 

Mr. Horeu. It is a form of civil service that 

Mr. Botanp. You mean that this is a form of civil service in the 
yarious States, that the personnel the States put on come under ? 

Mr. Horcu. No; with reference to their programs with HEW and 
employment security. 

Mr. Botanp. You are talking about the scale, the salary ? 

Mr. Horan. Yes, sir. 

Mr. Botanp. I see. 





ALLOCATION OF JOBS TO THE STATES 


Mr. THomas. How do you intend to allocate these jobs to the 
various States ? 

Mr. Horcu. We allocate funds and we insist that they strengthen 
their capabiity of operating civil defense missions. We do not iden- 
tify the specific job. 

Mr. Tuomas. Who is going to control the jobs, the localities, the 
States or the Federal Government ? 

Mr. Horen. Mr. Chairman, this is devised to stop political patron- 
age. That is one reason the Congress put the merit system in the 
bill. 

Mr. Tuomas. Let me interrupt you to read a good paragraph. Gen- 
tlemen, this is worth repeating here. 

In December 1958, OCDM sent teams into New Jersey, Ohio, Georgia, Michigan, 
Louisiana, Kansas, California, and Oregon to develop State plans as required by 
law in order to qualify for financial contributions. 

I want you to explain something more about our national plans and 
then these gentlemen will ask you about it and the State plans. 

Both regional and national OCDM personnel worked with the State offices on 
these pilot projects. 

I thought the personnel in the States and cities were already doing 
a pretty good job when they were paid by the States. 

What better job do you expect them to do, because you are con- 
tributing half of their salaries and increasing their numbers 50 per- 
cent with Federal funds? 

It is purely a local proposition. They are responsible to their local 
groups. They are not beholden to Washington for a thing. 

How do you expect to implement a plan by saying it is going to 
be a dual plan from now on? 
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How do you expect to implement it by aay ing, “We are going to pay 
half of it and you are going to pay half” 
I do not know who is going to be asia. to local government. 
the State or W ashington. You have not answered that. 
Let me read this: 


In addition, the former executive director, Council of State Governments, now 
a consultant to OCDM on Federal-State relations, and officials of the Department 
of Health, Education, and Welfare, Division of State Merit Systems, participated. 
I presume that is the point Mr. Boland raised awhile ag 


», the one 
on compensation. 


These studies provided OCDM personnel with valuable experience and are 
now being used as models by the regions as they assist the rest of the States 
in developing their plans. 

Can you tell me what that means? Are you going to have to read 
something in there that is not there? 

When I got through with it, I did not know. 


REQUIREMENT FOR STATE ADMINISTRATIVE PLANS 


Mr. Horen. Mr. Chairman, the law does state that before we can 
allocate any funds from the Federal Treasury to the State and local 
governments, the State must have an administrative plan to expend 
these funds. 

We were familiar with the law so we went to several of the States 
and worked it out with them, with the people we mentioned. 

First, they have to present this administrative plan; second, there 
is a requirement that in time they must develop State and operational 
plans that are compatible with the national plan promulgated on 
October 22, 1958. 

Mr. Tuomas. What are they going to do now that they have not 
been doing for the past 10 years, since April 1950, when we first met 
on this program? I shall never forget it. 

What was the general’s name who came down from New York? 

Mr. Horeu. Huebner, probably. 

Mr. Tuomas. How is the old gentleman ? 

Mr. Hogan. Fine. 

Mr. Tuomas. He was a lieutenant general when he retired, I be- 
lieve. 

Mr. Horcu. He still is. Let me continue so as to get all of this 
in the record. 

This had to be incorporated in these administrative plans. We 
were not familiar with the merit system so we had to go to the State 
governments and make sure that they would develop them in line 
with those they already had developed with HEW. 

Third, their books were going to be subject to audit so the admin- 
istrative plan had to incorporate that because we were going to be 
certain that they were not violating the law that you enacted and so 
we wanted to make sure that they were not wasting money but. putting 
his money in to strengthen their planning, their training and their 
operational capability. 

Mr. Tuomas. Governor, will you let me interrupt you? 

The Department of Health, Edueation, and Welfare has programs 
in practically every State for old-age and survivors insurance, and 
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| forth. How does your plan fit in with that of the Department 


| of Health, Education, and Welfare? 


Mr. Horcu. With reference to HEW plans they have a merit system 
in the Various States. Our system is going to be similar to that— 
identical to the merit system—and when we put these funds out, they 
have to have their personnel qualified under the merit system just 
the same as HEW does. This is most important, and that is why 

[said initially that we are trying to eliminate by that method some 
ifthis political skullduggery and take politics out of it. 

That is with reference to the preparation of administrative plans, 
Mr. Chairman. 

PLANS IN 46 STATES 


As I mentioned to you, 46 States now have plans perfected, and 
the other States and Territories will have them perfected before March 
31 of this year. 

Mr. THomas. What. are the big, outstanding principles that they 
have got to do to come up with a plan? What rules and regula- 
tions do you lay down with reference to a plan? That is the meat 
in the coconut, and the salaries and merit system is coincidental. 
What can we put our teeth in now in the way of a plan of expenditure 
and the results hoped to be obtained, and just exactly what do they 
have to do to obtain these results? 

Can you give us a little definite information on that? 

Mr. Horcu. Yes, sir. They must, first of all, perfect this admin- 
istrative plan but the real principle that they have to get established 
is to develop a sound State and local civil defense operational plan 
compatible with the national plan so that they can carry out their 
assigned missions as directed by the national plan for civil defense 
and defense mobilization. 

Mr. TrHomas. What do they have to do in order to have a good 
plan? Do they have to build shelters or have lectures once or twice 
a week or put signs up; or do they have to have warning systems; 
do they have to put up telephone lines or have factory and precinct 

wardens ? 

Would you please give us some definite procedures which they will 
have to follow, if you can ? 

Mr. Horen. Well, some of those are prerequisite requirements. 

Mr. THomas. I just pulled them out of thin air. 

Mr. Hore. But some of the most important ones are these: The 
State government must have a staff that is capable of coordinating 
and directing all State departments and agencies, all personnel re- 
sources and facilities so that they can perform and execute their 
mission within the confines of their State. 

The local government must have that type of planning and must 
have a staff angmented so that they can coordinate and direct at the 
local level. Particularly is that true in target cities. 

Today, Mr. een and members of the committee, 28 of the 
States have staffs of less than 20 people. That is not suflicient to 
properly coordinate ee direct the efforts of civil defense at that 
St: ife or loe al ] eve >|, 

Mr. Bow. I would like to ask this question: You are talking about 
the way these funds are to be used. Iam not talking about the em- 
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ployment of people. In my home city of Canton, Ohio, we 


are 
getting ready to build a new city hall and I have noticed several 


times th: it in their statements which they make about the amount of 
money that is going to be used to build that city hall, they referred to 
a Federal contribution to the c ity hall because the y are going to house 
civil defense and build walls of certain thickness. 


CONSTRUCTION OF CONTROL CENTERS IN MUNICIPAL BUILDINGS 


Is some of this money going for the building of municipal buildings 
throughout the country ? 

Mr. Horan. Sir, none of this $3 million—— 

Mr. Bow. I am not talking about that. I am talking about you 
overall and the general amount. Are you making contributions 
to the building of municipal buildings? 

Mr. Horan. We are not making any contributions just for a munie- 
ipal building, but we do have funds, sir. which permit us to match 
funds with the state or with the local government if they will con- 
struct a control center. 

Now, in some municipal buildings 

Mr. Bow. What do you mean by control center? 

Mr. Horcu. That would mean a center where you would have your 
communications—your command functions—including the mayor and 
all of your service functions that would operate in case of an emer- 
gency. It would provide fallout protection, and in some areas up to 
30 p.s.i., or overpressure of 30 pounds per square inch, and that is to 
enable local governments, particularly in target cities, or State gov- 
ernments to be able to operate in case of a nuclear attack. 

It is a center which will give the officials protection from fallout 
so that they can carry on with their responsibilities in case of a 
nuclear attack. 

Mr. Bow. So as to get it pinpointed, do I understand that the 
Federal Government now is making contributions for the building of 
municipal buildings where they set them up as a part of civil defense? 

Mr. Txomas. They do not have any funds for that purpose, and 
if they have, it has been an illegal contribution. 

Mr. Horenu. No, sir; we cannot do it for municipal buildings, sir, 
but only for the control center part of the municipal building. 

Mr. Bow. Do you have reference to the equipment which goes inte 
it; is that it? 

Mr. Horen. On the equipment we can go 50-50. 

Mr. Bow. How about the actual construction of the building? 

Mr. Horcu. No, sir; only the part that is used for a control center, 
but not the municipal building. 

Mr. Tromas. I do not know if you have any authority to even go 
that far. Governor. 

Mr. Horan. Yes, sir: under the present law we do. 

Mr. Bow. I was told that, and as you recall, in our supplemental 
conference over with the Senate last year, I was told there were no 
funds and it could not be done, and now here I am being told today 
it can be done. 

Mr. Tromas. You do not have any funds for that purpose. 

Mr. Horen. Yes, sir; it can be done. 
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Mr. Tuomas. Where? 

Mr. Horcu. You have appropriated to the Federal Civil Defense 
Administration every year the sum of $17 million for the purpose of 
making contributions to State and local governments for equipment 
and facilities. 

Mr. Tuomas. Yes, but that is not any construction money, Governor. 
Surely you have not been spending your money for that. 

Mr. Horen. For control centers; yes. 

Mr. Tuomas. We never have permitted that to be done. We gave 
you money for equipment, but we have always watched it very closely. 
' Mr. Horen. It incorporates facilities, sir. 

Mr. Tuomas. Facilities money ¢ 

Mr. Horcu. It has been going on since 1950; it has been done since 
1950. 

Mr. THomas. You mean this has been going on since 1950; is that 
right ? 

Mr. Horen. Yes, sir. 

Mr. Tuomas. Construction money / 

Mr. Horcu. For control centers—these communications centers. 
For instance, let us take your municipal building in your city 

Mr. Bow. Canton, Ohio. 

Mr. Horcu. They may have four stories up above, and we make no 
contribution to it. Down in the basement, however, they probably 
would strengthen half of it, or all of it. We do not match funds for 
the normal construction but we match funds to make it conform with 
the criteria that is needed for a contro] center. 

Mr. Tuomas. Mr. Rooney asked a question a while ago about the 
audit. Does the General Accounting Office audit these books ? 

Mr. Horeu. Yes, sir. 

Mr. Tuomas. It is news to me that any funds have ever been 
spent—one penny—for construction outside of your research pro- 
gram. When this budget was first handled back in 1950, right on 
down through the years, I do not think I have missed but maybe 
one meeting, and at no time do I recall anything ever being said 
about spending any of these appropriation funds for facilities for 
construction. We gave them to you for ladders, fire hose, fire engines, 
and fire this and that, but never a fire building. 

Mr. JenseN. Mr. Chairman, let me see if I can clarify this thing: 
If we are going to have a civilian defense program and obtain all 
of these millions for the purposes for which that agency was created, 
then it appears to me that it is certainly necessary to have a control 
center properly built from which information can be disseminated 
to the area which is under the jurisdiction of that particular area. 

Mr. Tuomas. Oh, yes, and they have a control center. 

Mr. Jensen. It is for a control center. All they do is strengthen 
the walls and say it is a facility. 

Mr. Horenu. Yes, sir. 

Mr. Jensen. If those people who are in that control center are 
not. protected, then of course no one is protected, because they can- 
not disseminate the information to the people. 

Mr. Titomas. That is the communications center. 

Mr. Jonas. Will you yield to me at that point? 

Mr. Jensen. Yes, sir. 
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Mr. Jonas. Take, for instance, the Canton case you are talking 


about. Suppose for normal construction the basement would cost 
$100,000. 


Mr. Horcu. Yes, sir. 
Mr. Jonas. But to incorporate the improved construction to meet 


your criteria it is going to cost $150,000. You would put up half of 
the extra $50,000 ? 


Mr. Horcu. Yes, sir. 

Mr. Jonas. You would not go one-half of the $150,000? 

Mr. Horcu. That is right. 

Mr. Bow. So, if they did not have the control center in the build- 
ing, the building would cost less to the taxpayers of the city of 
Canton ? 

Mr. Horeu. If they did not build it so that it would protect the peo- 
ple that will have to operate in that place of business during an 
emergency, that is right. 

Mr. Bow. In other words, if the Civil Defense Unit were not. in 
the city hall in the city of Canton, the actual construction of the build 
ing would cost the taxpayers of Canton less than with it in there? 

Mr. Horcu. That is correct. Some communities, sir, as for in- 
stance Dade County, Fla., built its contro] center separate trom the 
city hall. They built it out at the edge of town. The control center 
in Dade County, Fla., was built at the edge of the city. Now, there, 
we went 50-50 because it is used exclusively for a control center, and 
its communications and all of its services like fire, police, and health, 
all of them operate from there in case of an emergency. 

Mr. Jensen. Let me say this before we adjourn for lunch: The 
duties of the Civil Defense Administration are many and varied. 
Take, for instance, in every national emergency like this flood in 
Pennsylvania and Ohio, the Civil Defense Administration is the 
coordinator for all the agencies which are involved in a 
disaster. 

Mr. Horen. Yes, sir. 

Mr. Jensen. And it is Mr. Hoegh as Administrator of Civil De- 
fense who must approve every dollar the Federal Government spends 
in such disasters as we now have in Pennsylvania and Ohio. 

Mr. Horen. Yes, sir. 

Mr. Jensen. We had in my town a terrific flood 

Mr. Tromas. Those are two separate and distinct programs. We 
had at one time the disaster relief program. 

Mr. Jensen. And it is Mr. Hoegh as Administrator of Civil De- 
istrator of Civil Defense-—today of seeing to it that all of these agencies 
function according to law. 

Mr. Tuomas. That is financed out of the President’s emergency 


fund. 


Gentlemen. let us come back at 1:15. 


major 


AFTERNOON SESSION 


Mr. Tuomas. Gentlemen, we will resume with the consideration of 
the request by the Civil Defense Agency. 

Mr. Rooney. I am curious as a matter of information concerning 
this chart at pages 4 and 5 of the justifications. 
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PERSONNEL IN PUERTO RICO 


What is the reason that you have 182 personnel in Puerto 
Rico as compared with 80 in Texas? How does that come about? 

Mr. Horeu. That is based upon several factors, and one would be 
the critically of the target areas or the support areas. 

Another one would be based upon the status of civil defense readi- 
ness and another factor is population. 

Mr. Rooney. There would be more population in Texas; would there 
not ¢ 

Mr. Tuomas. Yes. 

Mr. Horenu. But the state of readiness, sir, would be an important 
factor. 

Mr. Roonry. Readiness? 

Mr. Horeu. Yes, sir. 

Mr. Rooney. What do you mean by that? 

Mr. Horcu. Well, for instance, if a State or Territory is now doing 
a good job, we do not penalize them for having done a good job, but 
we take that into consideration so that we can strengthen the civil 
defense capability in that particular State or Territory. 

Mr, RoonE . a erhaps I am a little dense this afternoon, but I still 
do not understand this, particularly when one makes a comparison 
between Puerto Rico with 182 employees as compared with 19 in 
Hawaii. 

Would not Hawaii be a more strategic location and would not 
Hawaii be more heavily populated? Would not that be one place 
where one would expect there would be more employees? 

Mr. Horcu. That is a good point, but I want to mention this, sir: 
You will notice in Puerto Rico today they have 107 doing this kind of 
work. Therefore, that has an effect upon the state of readiness in 
Puerto Rico. They have 107 doing this work. So, on that base you 
go up to 182 and that would indicate approximately an 80 percent 
increase there. 

In Hawaii they had 11 and they go up to 19 which likewise repre- 
sents about an 80-percent increase. 

Mr. Roonry. Would one properly infer from these figures that the 
Office of Civil Defense has not done much with regard to alerting the 
people in Hawaii ? 

Mr. Horen. They have done a good job in Hawaii, sir, and they are 
doing a good job there now. 

They are doing a pretty good job in Puerto Rico. However, some 
part-time personnel are included. You will notice the funds involved 
amount to $34,750 for Puerto Rico as against $16,000 for the Territory 
of Hawaii. 

We do not control the number of people, but we control the money. 


CONTRIBUTION FOR PERSONNEL AND ADMINISTRATION 


Mr. Bo.anp. Governor, on the first list I am looking at the number 
of personnel. This personnel is now all paid for by the State ? 

Mr. Horen. Yes, sir. States and their political subdivisions. 

Mr. Bo.anp. There is no contribution by the Federal Government 
for personnel and administration now ¢ 
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Mr. Horcu. No, sir. 

Mr. Boranp. But under the public law which we passed last year, 
this would be part of the contribution, and we would pick up 50 per. 
cent of the tab for personnel and administration ? 

Mr. Horcu. We are picking it up, up to 50 percent, based upon the 


amount of money we have, sir, on personnel and administrative 
expense. 


STRENGTHENING CIVIL DEFENSE AT STATE AND LOCAL LEVELS 


Mr. Botanp. I recognize what your difficulties are, and I think you 
as the Administrator have done an excellent job with civil de -fense, 
You and your staff at the Federal level of course are interested in 
strengthening the civil defense at the State and local levels which, 
of course, is precisely where it ought to be strengthened. 

The only problem as I see it w ith regard to civil defense particularly 
is with reference to personnel. All of these areas are now getting in- 
creases in personnel. 

You did say something to the effect that it was tied in with a merit 
system of the various States. However, this has not been so up to now, 

Mr. Hoecn. That is right, sir. 

Mr. Botanp. There is not any doubt about that fact at least, based 
upon knowledge I have about it. 

This is something which must be guarded against. 

You have gone over the figures and I presume these increases in 
yersonnel have come to you only because it has been given close study 
~ your administration. 

But I think there should be, and there has not been up to now, some 
real close supervision of the States, and the people they put on. This 
civil defense program will never work unless people that are engaged 
in it do their job. 

What control would you have over personnel—the increase of per- 
sonnel—where the F ederal Government now will get into the question 
of paying for part of the personnel ? 

Mr. Horan. Mr. Boland, first, let me say that this will never be a 
giveaway program. This program is going to be one where I am 
going to get some results. First, we are going to have to have good 
people on the civil defense payroll. They are going to have to meet 
certain qualifications, tests, and so forth. 

Mr. Botanp. Who determines the qualifications and the tests? 

This is interesting. If it were left to your own agency and if you 
had the supervision and the general direction of it, T have plenty of 
confidence in it, but this I do not have. 

Mr. Horcn. We have regulations that we have prepared that must 
be complied with by the State and the local governments. One is that 
they must qualify; second, they must be under the merit system, and 
not political. 

Mr. Tuomas. Whose merit system, Governor? 

Mr. Horcu. The State merit system, which is similar to the one 
that applies to HEW and the Bureau of Employment Security. 

Mr. Tuomas. Doall the States have a merit system ? 

Mr. Horan. Yes, sir. 


Mr. Tuomas. It is narrow in scope; is it not? 
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Mr. Horen. That is where you have a matching arrangement which 
comes under the merit system. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Horen. Secondly, Mr. Boland, there can be no discrimination. 
Another point is it has to be common pay for a common job. 


FEDERAL QUALIFICATIONS AND STANDARDS 


Mr. Boxianp. Let me ask you this: I think what you have detailed 
is fine. But the question is how are you going to supervise it, and 
will the qualifications be established at the Federal level? In other 

words, you will establish the qualifications ? 

Mr. Horcu. Yes, sir. 

Mr. Boranp. And you will make sure that people who are put on 
the payroll by the States meet these qualifications or they do not 
get on ¢ 

Mr. Horan. Yes, sir, by audit and by inspection, and furthermore, 
if they déviate from them they will be eliminated and scratched off 
until they get their house in order. 

Mr. Botanp. That is fine, and sounds good. I hope it works. 

Why do we have these increases in States like New York and Cali- 
fornia, and in my own State, where there is an increase of 112 while 
other States are not receiving so many ? 

This is going to take a good part ‘of this money that we would be 
appropriating—1, 439 people is an awful lot of people, and that re- 
quires a lot of money to sustain them. 

Mr. Jonas. Will the gentleman yield? 

Mr. Boxanp. Yes, sir. 

Mr. Jonas. You notice that New York and California get one third 
of this entire $3 million. 

Mr. Boranp. I did not notice it, but it isso. Yes; they do. They 
get $1 million of the $3 million. So, why these tremendous increases 
in personnel? The particular local plans that are going to be sub- 
mitted to you for approval, based on the national plan, you just do not 
think that they can carry out these plans unless this added personnel is 
given to the States, is that correct ? 


ALLOCATION FORMULA 


Mr. Horen. That is one reason, sir. Five-ninths of the funds are 
based upon the criticality of the area, Second, three ninths, or one 
third, is based upon the state of civil defense readiness so as not to 
penalize those that have been doing a fairly good job, and third, one- 
ninth is based upon population. 

That standard of criteria has been passed upon by the executive com- 
mittees of the National Association of State and Territorial Civil De- 
fense Directors, and the United States Civil Defense Council, which is 
composed of county and city civil defense directors. 

They are in full accord that this type of allocation is satisfactory, 
and it meets with their ¢ — al. We look at it that this is the best 
way to strengthen the capability at the local and State level. Under- 
stand, we may come to you later and say that well, maybe, we made 
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a mistake, and it should be such and such and we will not hesitate to 
do that if through experience we find that to be the case. 

Mr. Tuomas. Mr. Boland, will you yield at that point? 

Mr. Bouanp. Yes, sir. 

Mr. THomas. What about highly industrialized areas like Illinois 
with 33 people now, and only 66 projected, and what about Ohio with 
99 now and only 153 projected ? 

I am not questioning your formula. You know a whole lot more 
about it than I do. I am just wondering if you have the right dis- 
tribution. For instance, you have now 73 in New Jersey and propose 
to increase it to 124. You have 99 in Pennsylvania and you are going 
to increase it to some small extent. What do you have for an adjoin- 
ing State like Ohio where you have now 90, proposing to increase it 
to 153? That is a tremendously important area, as well as Illinois, 
Ohio, and Pennsylvania. Also, what about Michigan? What do 
you have for Michigan? 

Mr. Horeu. I think, Mr. Chairman, we would find this: That there 
was no extravagant extension but rather it was a gradual extension 
and improvement. 

Mr. Tuomas. Excuse me for interrupting. 

Mr. Horcu. I think that had a bearing upon us. In addition, of 
course, the most compelling part was the criteria that I set forth. 

Mr. Botanp. You are going to annualize the 1,430 additional em- 
ployees? The $3 million will be used for 3 months? 

Mr. Horcu. This is for the first 3 months and then we are coming 
back to you for the fiscal year 1960 for a 12-month period. 

Mr. Tuomas. This would be for the last 3 months. 

Mr. Horen. We will come infor a full fiscal year of $12 million. 

Mr. Botanp. Thank you very much. 

Mr. Rooney. Are these people already on the payroll ? 

Mr. Horen. The first column, but not the second column. 

Mr. Rooney. In other words, none of this $8 million has yet been 
used ? 

Mr. Horcu. No, sir. 

Mr. Rooney. Because you are depleting that fund you want to 
transfer from the other fund ? 

Mr. Horan. No, sir. 


SURVIVAL PLANS 


Mr. Roonry. Why do you not wait until the Ist of July to do some- 
thing about this? 

Mr. Horan. Sir, there are two reasons: This is most important, sir. 
You will recall a few years ago you gave to this Office—I was not then 
the Director—S10 million to help the States make survival plans 
throughout the country. These survival plans have been perfected by 
men of good caliber and ability. These men have now completed 
the job of perfecting what we call State and loeal survival plans, and 
they are well indoctrinated and well trained in this work. It is im- 
portant now to put such plans into effect. 

Mr. Tuomas. Governor, you remember that those plans were en- 
gineered to get the traffic out of this town by going up street A and 
turning left on street Y and it was purely an evacuation deal. 

You have thrown that out. of the window ? 


M 
sigl 
thi 
test 


the 
thr 
eva 
No 
Ca 
of 

ha’ 
or 


ev 
ha 
He 
be: 
bu 
or 





ite to 


inois 
with 


more 
; dis- 
pose 
oing 
JOin- 
se it 
Nois, 
t do 


here 
1S1On 


n, of 
lL. 
em- 


ning 


mn. 


been 


t to 


mie- 


sir. 
hen 
lans 
| by 
‘ted 
and 
im- 


en- 
ind 


205 


Mr. Horcu. No, sir. 

Mr. Tuomas. You have not? 

Mr. Horcu. No, sir; we have not. 

Mr. Tuomas. Was not the entire plan one of evacuation ? 


HIGHWAY SIGNS 


Mr. Rooney. That leads me to inquire what is the status of those 
signs in the event of enemy attack? What is the status of those 
things? At one time they were entirely—and I remember hearing 
testimony in civil defense—wrong. What is the picture today % 

Should the signs be standing or not? 

Mr. Hoecu. Sir, that depends entirely upon the local government. or 
the State eeneleene ‘There are many communities and cities 
throughout this Nation that have the capability of executing sound 
evacuation plans provided sufficient warning time is given to them. 
Now, we as a Federal agency are not going to tell the Governor of 
California that he is to remove those signs. If his plans make use 
of them, that is his prerogative. For instance, in San Francisco they 
have good plans for evacuation. Now, whether they execute the plan 
or not is not my decision. That is the decision of the mayor of San 
Francisco, but if a certain time is given him, he then can execute an 
evacuation and make full use of those signs. Again, if he did not 
have ample time to evacuate, he would not make that as a decision. 
He would say to his people because of the shortness of time, take the 
best available cover. In that instance, the signs would not be used, 
but certainly for good planning you must be prepared to execute one 
or the other, or both, and the m mayor has that responsibility. 

So, I would not tell him to take down his signs. 

[ can go to the State of New York and they have plans—good 
plans—for evacuation. I know that New York City could not evacu- 
ate all of its citizenry unless they had approximately 50 hours prior 
warning, and gentlemen, you know this: there is a possibility, but 
not a probability, that we could have strategic warning which would 
enable the State director or the city director and the mayor of New 
York City to move the women and the children from the city prior 
tothe attack. But that decision is not mine. That decision is that of 
the mayor of New York City. We insist, however, that he make plans 
for both evacuation and for taking the best cover available. 

Mr. Jonas. Will the gentleman yield? 

Mr. Rooney. Yes, sir. 

Mr. Jonas. Who put up these signs on the highways, “This highway 
may be closed in the event of enemy attack”? 

Mr. Horan. That was put up prior to my day. 

Mr. Jonas. By civil defense ¢ 

Mr. Horen. I am defending the action. That was done with con- 
tributions money. The Federal Civil Defense Administration through 
your authorization used funds to match the funds of State and local 
governments to buy those signs. 

Mr. Jonas. You do not know what they cost ? 

Mr. Tromas. Yes: plenty. 

Mr. Horeu. The cost to the Federal Government was $70,008 prior 
to 1957 when the program of signs that you refer to was discontinued. 

Mr. Jonas. Do you think they serve a useful purpose ? 
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Mr. Horen. Sir, if the local community and the State feel that 
they need them, I would say yes, because they have the responsibility, 

Mr. Jonas. You mean the State highway ‘departments? 

Mr. Horcu. They work with the State highway department in put- 
ting up the signs, but with reference to a target city the Governor, 
the local executive, or the mayor makes the dec! ision as to whether or 
not they move or stay put. 

Mr. Jonas. I mean the signs out on the highways. 

Mr. Horcn. That is a matter for the local government to work out 
with the State government in conjunction with the State highway 
commission. 

Mr. Jonas. I yield back to the gentleman from New York. 

Mr. Hoecn. In my State of Iowa, I had that problem when I was 
Governor. We did not put up signs, but it was my decision. 

Mr. Jensen. I am sure every member of the committee recognizes 
the difficult job which Mr. Hoegh has. He deals in what is called 
imponderables. He has been given the responsibility of administer- 
ing this program and it is not a pleasant duty. Many people, of 
course, say “Oh, well, we are never going to be bombed,” and other 
people think we are going to get bombed tomorrow morning before 
breakfast. 

Off the record. 

(Discussion off the record.) 

Now, I know, as I think most of you gentlemen know on this com- 
mittee, that Mr. Hoegh has not exceeded or even come close to spend- 
ing as much money as he has the authority to spend and that is with 
the consent of Congress, of course. It is a difficult job not only to 
administer civil defense 

Mr. Tromas. Will the gentleman yield? 

Mr. Jensen. Yes, sir. 

Mr. Trromas. Off the record. 

(Discussion off the record.) 





COORDINATION OF DISASTER RELIEF 


Mr. Tuomas. Governor, so much for civil defense. You have 
another great responsibility of coordinating all agencies that have 
anything to do with these major disasters in our country. 

I wonder if you would explain the responsibilities that you have 
in connection with that ? 

Mr. Horcn. I would do it very briefly, and it is this: 

For the President, we act as the overall disaster relief coordinator 
for all Federal agencies in order to bring about full support of the 
Federal resources and personnel, equipment and know-how, in behalf 
of the local community that is hit by a natural disaster and the 
State in which the disaster occurs. 

Mr. Jensen. Well, now, I had considerable experience in a major 
flood disaster which raged down through my little town last July 2, 
and I want to say that I apprec iated the fine work which the Gover- 
nor as the Administrator of Civil Defense did in that terrible disaster. 

We have just had a terrible flood out in Ohio and Pennsylvania, 
and it will a your job to OK the claims which come in from all those 
agencies, except the Red Cross, I presume, before the checks can be 
written from the President’s emergency fund; is that right? 

Mr. Horenu. That is right, sir. 
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Mr. Jensen. And, so the Governor’s responsibility is threefold in 
fact: War mobilization, civilian defense, and disaster coordination. 

Mr. Tuomas. Yes; he has a big job. 

Mr. JENSEN. You bet he has, and I want to say right now that Tam 
mighty proud of the job he is doing. 

Mr. Tuomas. We all like that Governor also. 

Mr. Jonas. Mr. Chairman, I have just one question. We are really 
talking about starting a program which is going to cost us $12 million 
a year ‘instead of just $3 million ¢ 

"Mr. Horcu. Yes, sir. 

Mr. Jonas. We have not heretofore contributed any part of the ad- 
ministrative cost to the States ? 

Mr. Horcn. That is right, sir. 

Mr. Tuomas. Mr. Jonas, may I remind you that the total authoriza- 
tion is $25 million rather than $12 million ? 

Mr. Jonas. But there is not much reason to hope that the $12 million 
will not increase as the years go by # 

Mr. Horcu. I want to be very frank and fair with you. I told 
you I was starting on a very sound, practical basis, and no doubt if it 
works satisfactor ily it will grow, and I would come back and, maybe, 
ask for more in fiscal year 1961. 


FORMULA FOR MATCHING FUNDS 


Mr. Jonas. I do not understand the formula you use, and some of 
these matching funds. Some are on the basis of 50 percent, and some 
are not. 

Mr. Hoecnu. That is night. 

Mr. Jonas. What formula do you use? 

Mr: Hogcn. Sir, it is based upon that formula I mentioned of five- 
ninths for criticality of the area and one-third, or three-ninths, for 
the state of civil defense readiness, and one-ninth on population. 

Mr. Jonas. I can see that that is the way you might grade the 
State offices, but would that be a sound reason to deny one State a 
50 percent contribution? Maybe the reason they do not have a 
sound program is because they have not had the money. 

Mr. Horcu. We fixed this as the minimum, sir, in addition to what 
I mentioned—$25,000 minimum to any one State. 

Now, Mr. Chairman, may I just make one conclusion ? 

Mr. Tuomas. Certainly. 

Mr. Horcu. I think this is most important: We have adopted 
Public Law 606 establishing the principle of joint responsibility of 
Federal, State and local government for civil defense, and I will say 
you will never have, in America, a sound, hard-hitting, effective 
civil defense unless we strengthen it, starting with the local govern- 
ment, the State, and the Federal. Iam confident when I say this—that 
at the Federal level we are getting competency—we are providing 
the overall national direction which I think in the past was missing— 
but it is there now, and put with it an adequate staff at the local and 
State level, and I have every confidence that this capability will be 
there. 

87458 —59-—_14 
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NECESSITY FOR STATE LEVEL PLANNING 


Mr. THomas. Mr. Hoegh, it has been the position of this committee 
since the inception of this program, starting in 1950 and right on year 
by year through all your processes, that there was no one in Wash- 
ington going to be able to press a button and save the hide of anyone 
in Iowa, Massachusetts, Texas, California or New York. If a 
man is saved from attack, it is going to be by virtue of his own 
resources plus some organization and activ ity on the part of the local 
community. And, if the local community is not interested in formu- 
lating a plan, I do not know how a few Federal dollars is going to 
answer the question. After all, it is their responsibility. 

Mr. Horen. Yes, but let me quickly point out that after visiting 
with mayors and with governors, I would say the Federal Govern- 
ment has a responsibility for the overall direction and they have the 
responsibility of contributing to this at the local and State level. 

Mr. THoM as. They are going to say at the first crack of the gun: 
“Yes; it is a Federal responsibility. Bring on the Army, Navy, and 
Air Force, and throw civil defense out the window.” 

Mr. Horeu. They will never do that. 

Mr. Jensen. You work in full cooperation with the National Guard, 
do you not ? 

Mr. Horen. We work closely with them. 

Mr. JensEN. You are a member of the National Guard, are 
not, Governor ? 

Mr. Horen. Yes, sir; Iam. 

Mr. Tuomas. They tell me, Governor, that about this time last year, 
as a, result of an unusually heavy and sudden snowfall, about 15,000 
or 20,000 automobiles were snowbound and stranded at a race track 
about 15 or 20 miles from Washingtan. The highway police, the 
civil defense, and finally the Army at a nearby inst: allation were 
called in. After sev veral hours they got everything moving again. 

Mr. Horen. That is team action. That is exactly what I am talk- 
ing about here and that is to be able to marshal all people and all 
resources and all facilities, but instead of having them go in all direc- 
tions, that we get it under one coordinated and one directed effort. 
The national plan is good, and it is sound. The Governors and 
mayors have accepted it. However, it is necessary that we get it 
down to the grassroots. 


you 


TRAINING PROGRAM 


Mr. Tuomas. You are throwing away your educational program? 

Mr. Horeu. No, sir. 

Mr. THomas. You are implementing that ? 

Mr. Horen. Yes, sir. 

Mr. THomas. How many schools do you have now ? 

Mr. Horeu. We have, sir, three training centers that are financed 
by the Federal Government. 

Mr. Tomas. That is exactly the same number we had 10 years ago 

when we first got started. 

Mr. Horan. No; we have more. We have one now on the east coast 
for which you provided funds, and we have one that will be estab- 
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lished on the west coast, and we have a training center at Battle 
Creek, Mich. We also have our staff college at Battle Creek, Mich. 
The reason you permitted us to create +heiones on the'east ‘and west 
coasts was to make them more accessible. 

I have been to State and local governments and I think you are 
to be highly commended for it. 

Mr. THomas. You are a gentleman and a scholar, and we are 
delighted to have you with us, and swap ideas with you and your 
staff. 

Mr. Horeu. Mr. Chairman, may I put in the record a couple of 
additional statements ¢ 

Mr. Tromas. Yes. 

Mr. Horcu. The Commission on Intergovernmental Relations, 
known as the Kestnbaum Commission on which there were three 
Members of the U.S. Senate and three Members of the House of 
Representatives, in its report stated as follows: 

The Commission recommends that Congress amend the Federal Civil Defense 
Act to liberalize the financial participation of the National Government in State 
and critical target areas, civil defense administrative planning and training 
costs. 

Let me say further that the Kefauver committee and the Holifield 
committee of this Congress and in addition to that the Governors’ 
conference, the mayors’ conference and the American Municipal 
Association, the National Association of County Officials, AFL-CIO, 
and the American Legion have all. endorsed this principle of having 
the Federal Government participate in the cost of civil defense at the 
State and local levels. 

‘Thank you. 

Mr. Tromas. Thank you very much. That is a very nice statement. 

Mr. Horeu. In addition, as exhibits, I would like to include letters 
from the president of the National Association of State and Terri- 
torial Civil Defense Directors and from the president of the U.S. 
Civil Defense Council (county and local directors) endorsing the 
request for funds for matching the administrative and personnel 
costs of State and local civil defense organizations. 

Finally, I attach a letter from the director of civil defense of 
Minnesota describing the need for such financial assistance and point- 
ing out how such funds would be expended in his State. 

(The letters follow :) 

U.S. Civit DEFENSE COUNCIL, 
February 23, 1959. 
Hon. Leo A. Horan, 
Director, Executive O fice of the President, 
Office of Civiland Defense Mobilization, 
Washington, D.C. 


DeAR GOVERNOR HorGH: As president of the U.S. Civil Defense Council, I have 
been asked by the executive committee of that council to express the concern and 
the interest of our membership in funds now being requested by your office for 
the operation of civil defense in our country during the coming year. I refer 
particularly to the items which will provide Federal contributions to the States 
and their political subdivisions, for the purpose of providing necessary assistance 
for the administrative and personnel costs of civil defense organizations. I 
believe you are aware that the principle behind this request originated with the 
local, county, and State directors. We feel that this assistance from the Federal 
Government has been long overdue. 

For the past several years the States and their local subdivisions have been 
charged with the responsibility of building a civil defense program in their own 
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areas. During this time the majority of governmental subdivisions have readily 
accepted this responsibility and thousands of manpower hours, both volunteer 
and paid, have been given tu the cause of civil defense. We have been “going 
it alone” for quite some time, but it becomes obvious that in order to have a 
complete, full, and proper civil defense program we must receive greater guidance 
and assistance from our Federal Government. It is true that Federal funds haye 
been made available in the past for items such as air-warning systems, com- 
munication systems, rescue vehicles, training programs, and so forth. However, 
the most important ingredient in a civil defense program is proper direction 
and administration. 

Convress recognized this need during its last session when it passed Public 
Law 85-606, wherein for the first time since its conception civil defense became 
the joint responsibility of Federal, State, and local government. If Congress 
fails to act favorably in regard to the budget requests for $3 million supple- 
mental funds and the subsequent requests for this purpose for the fiscal year 
1960, we will consider it a vote of lack of confidence in the hundreds of civic 
and civil defense leaders who are not only endorsing the granting of these funds, 
but feel that they are an absolute necessity for adequate civil defense pro- 
graming. 

The membership of the U.S. Civil Defense Council who represent the opera- 
tional level of civil defense and who have the responsibiilty for the survival of 
the majority of the citizens of our country urge you to bring our thoughts in this 
matter to the attention of the congressional members of committees dealing with 
the budget matters. It is our belief that prompt, affirmative action in this 
regard is vital to the future security of our Nation. 

Sincerely yours, 
WALTER P. HALsTEAD, 
President 


Gov. Leo A. HoeenH, 
Director, Office of Civiland Defense Mobilization, 
Executive Office Building, Washington, D.C. 


DEAR GoveERNOR HoOFGH: Minnesota has just submitted requests from our State 
civil defense agency and 59 of our political subdivisions for matching funds under 
Public Law 85-606. Weare submitting an amendment to our request which will 
cover an additional 12 counties and towns. I expect that by July 1960, 87 
counties and 95 towns will be actively participating under the Public Law 85-606 
program. 

The purpose of this letter is to provide an overview of our State program 
which will enable vou to judge the impact and vital necessity of this new as- 
sistance on our State and local programs and to impart my personal concern 
as to its essentiality. 

1. State civil defense program: Public Law 85-606 funds will enable us to— 

(a) continue planning: maintain, improve, and amend the Minnesota State 
civil defense survival plan. The investment of $175,000 of Federal funds 
in our survival plan must be protected by constant study and ‘revision of 
the plan, and to keep up with changes in the national plan. 

(b) perfect organization. We have no problem in obtaining volunteers 
for our State staff where vacancies occur which cannot be filled by State 
employees. However, such volunteers as well as State employees need to 
be briefed, trained, and oriented in their emergency duties. This leg-work 
can only be done by a full-time staff. 

(c) provide essential training. The training of expanded staffs and 
augmented forces on the local and county level is, of course, the responsi- 
bility of those units of government. The State must train its own em- 
ployees (in some 41 State agencies), its staff volunteers, and provide in- 
struction training courses in the following for local civil defense organiza- 
tions: 

(1) Civil defense command and staff (for civil defense directors and 

staff). 

(2) Communications (message center, long lines, and radio). 

(3) Health: 200-bed hospital expansion, emergency treatment sta- 
tions, blood program, and other medical skills. (The Red Cross pro- 
vides some instructors for first aid, home nursing, and nurses’ aid train- 
ing.) We already have twenty-six 200-bed hospitals which require 
training programs. 
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(4) Police, fire, rescue, and other safety services. 

(5) Radiological, biological, and chemical defense (8,364 radiological 

instruments need training programs and maintenance). 

| (6) Welfare, mass care, mass feeding (in part Red Cross), registra- 

tion and inquiry, and staff training. 

(7} Control center organization and operations. 

(8) Shelter planning and construction. 

(9) Instructor training in other services including logistics, trans- 
portation, industrial defense, mortuary, religious affairs, and economic 
requirements. 

(7) to offer inspection and supervision. Public Law 85-606 funds will 
enable us to offer much more direct assistance and guidance to local civil 
defense organizations and seek to reach minimal standards. 

(e) public information and education. To orient and train the individual 
and family needs more than awareness. Public Law 85-606 funds will 
insure State and local effort in this field. 

2. Local civil defense: It must always be emphasized that county and municipal 
programs provide the troop strength of civil defense in our State and Nation. 
If these stand up we will be able to support the armed services (logistically) and 
not be a drain on them in the event of war. 

(a) Planning: The State survival plan requires the development of 
detailed and specific local plans along the principles set forth by the national 
civil defense plan and the specific requirements of our State plan. Public 
Law 85-606 insures this will be done and under trained guidance for our 

\ towns and counties. 

( (b) Organization of county and local civil defense: These funds will 
greatly increase the number of county and local civil defense organizations 
who will be organized adequately for an emergency or disaster and to train 
their volunteers. 

(c) Training: Here again, there is no problem in recruiting the volun- 
teers. The problem is in offering adequate and definite instruction to the 
volunteer. He will not stay unless he is getting good instruction. Public 
Law 85-606 will assist counties and towns to send their instructor personnel 
(mostly volunteers) to OCDM and State training schools. 

(7) Exercises: Local staffs and civil defense personnel will have the 
means (time and training) to make fullest use of test exercises for perfecting 
their local plans and operations. 

(e) Warning: To insure adequate local and county dissemination of 
NAWAS and State warning systems. 

I have tried to indicate the actual effects of Public Law 85-606 funds on our 
State and local program. You will observe that the increases are in fields that 
yield direct and substantial results toward actual readiness for emergency. 

Very sincerely, 


H. A. Scnon, 
Director, Civil Defense, State of Minnesota. 











Tuerspay, FepruAry 24, 1959. 
VETERANS ADMINISTRATION 
WITNESSES 


SUMNER G. WHITTIER, ADMINISTRATOR 


A. H. MONK, ACTING ASSISTANT DEPUTY ADMINISTRATOR 
A. ROSENTHAL, CONTROLLER 


U. E. WELLS, ACTING DIRECTOR, BUDGET SERVICE 


DEPARTMENT OF INSURANCE 
R. H. STONE, CHIEF INSURANCE DIRECTOR 


DEPARTMENT OF MEDICINE AND SURGERY 


DR. W. S. MIDDLETON, CHIEF MEDICAL DIRECTOR 

DR. T. CAMP, DIRECTOR OF CLINICS 

J. D. BAKER, CONTROLLER, D. M. & S&S. 

D. I. ROSEN, DIRECTOR, REPORTS AND STATISTICS SERVICE 
R. W. WISE, DIRECTOR, BUDGET SERVICE 


DEPARTMENT OF VETERANS’ BENEFITS 


W. J. DRIVER, CHIEF BENEFITS DIRECTOR 
A. W. STRATTON, DIRECTOR, COMPENSATION AND PENSION SERV- 
ICE 


J. D. SHYTLE, ACTING CONTROLLER, DVB 


Mr. Tuomas. Gentlemen, we have with us this afternoon the Vet- 
erans Administration. 

We have our very able Administrator, Mr. Whittier and Mr. Monk. 
We have not seen you in a month. 

We also have Mr. Rosenthal, Controller; U. E. Wells, Acting Di- 
rector, Budget Service; R. H. Stone, Chief Insurance Director; Dr. 
W.S. Middleton, Chief Medical Director; Dr. T. Camp, Director of 
Clinics; J. D. Baker, Controller, D.M. & S.; D. I. Rosen, Director, Re- 
ports and Statistics Service; R. W. Wise, Director, Budget Service; 
W. J. Driver, Chief Benefits Director; A. W. Stratton, Director, Com- 
pensation and Pension Service; and J. D. Shytle, Acting Controller, 
DVB. 

Gentlemen, you served notice that you would be back here and here 
youare. It is nice to see you. 

You have three deficiencies: inpatient care, outpatient care, and 
compensation and pensions. 

Do you have a prepared statement ¢ 


GENERAL STATEMENT 


Mr. Wuurrier. I do have a prepared statement. However, I know 
that you are completely familiar with this and I would be glad to just 
put it in the record. 

Mr. Tuomas. Do all of you know this group here? 

Mr. Jensen. Let me say, Mr. Chairman, that I have known the Vet- 
erans Administration for many, many years and most everybody else 
does, but I am not familiar with the problem which faces them now 
and for which they are asking a deficiency. 
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Mr. Chairman, I wonder if Mr. Whittier would, in his own words, 
or he may want to read the statement, touch on the highlights lightly. 

Mr. Wuirtter. I will be very glad to. 

Honorable chairman and gentlemen of the committee, we are here 
tod: ry to discuss our additional needs for the current year of $120,327,- 
000. This total is ¢ omposed of $60,198,000 for pay raises and $60,129,- 
000 for other purposes. The following table distributes this total by 
appropriation account : 


casper . snes apna : —— Lae 
Appropriation Pay raise Other Total 

jeneral operating expenses - - $12, 578, 000 $260, 000 $13, 438, 000 

Inpatient care : . - 3 43, 065, 000 4, 390, 000 47, 455, 000 

Outpatient care : 4, 555, 000 2, 379, 000 6, 934, 000 

Compensation and pensions : 52. 500, 000 52, 500, 000 

Total ‘ : os 60, 198, 000 . 129, 000 120, 327, 000 


PAY RAISES 


Our request for funds to meet these increased costs represents our 
net requirements after application of savings realized in our opera- 
tions. Rising costs and increasing workloads in many of our activities 
precluded our ability to absorb any substantial part of these addi- 
tional needs. In addition, increased postal rates provided by Public 
Law 85-426 amounted to $554,000 in our agency. These costs were 
absorbed within available funds and thereby affected our offset to 
pay costs to this extent. Funds to meet pay increases of $970,000 
in the appropriations “Medical administration and miscellaneous 
operating expenses” and “Maintenance and operation of supply de- 
pots” are not included in this request. 


NEW LEGISLATION 


Our supplemental request includes $27,542,500 to cover additional 
costs resulting from legislation passed by the 85th Congress and not 
included in our original appropriation allowances. These costs are 
as follows: 


1. Increased insurance workload (Public Laws 85-678, 857, and 896) - S860, 000 
2. Increased burial allowances (Public Law 85-674) __- _ _. 12, 844, 200 
3. Increased compensation and pension payments (Public Laws 85 

$22 and 425) _- state pr _.. 13, 200, 000 


4. Extension of outpatient services to C ommonwe: oalth veter: ins “(Pp ub- 
lic Law 85-461) Se kd ta belt ah : 398, 300 


Total_ : : . 27, 342, 500 


A complete explanation of these additional requirements is con- 
tained in the material made available to the committee. 


WAGE BOARD INCREASES 


Funds appropriated for inpatient care for the current year included 
only those wage board increases approved through May 2, 1958. 
From that date through October 31, 1958, additional increases costing 
$3,351,000 in 1959 were approved. Funds to meet these approvals 
are included in this request. 
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The approval of wage board increases is a continuous process, Ag 
of January 31, 1959, additional approvals amounting to approxi- 
mately $1,100,000 had accumulated. It is therefore evident that an- 
other supplemental request will be forthcoming. 


INCREASED WORKLOAD 


A substantial increase in our outpatient medical workloads is being 
experienced. Our fiscal year 1959 appropriation allowance was predi- 
cated on a total number of 2.035.000 medical visitors. Based on cur- 
rent trends, the total number of medical visitors in 1959 would 
approach 2,190,000. This is substantially in excess of any level used 
in determining our supplemental needs of $1,955,500. 

In the review of our appropriation request pie compensation and 
pensions a reduced allowance was granted on the basis of lower case- 
loads than those projected in our request. These reduced loads have 
failed to materialize and as a result additional funds of $27,500,000 
are needed in this account. 


EMPLOYEE TRAVEL 


Due to additional workload resulting from Public Law 85-461, 
which extended outpatient medical services to Philippine Common- 
wealth veterans, the employee travel costs paid from our outpatient 
care appropri: ition are increased to the extent of $36,600. These funds 
are included in the amount of $398,300 previously explained. It is 
requested that the present outpatient care travel limitation of $206,- 
400 be increased to $243,000 to permit payment of these additional 
travel costs. 

Public Law 85-749 authorized reimbursement of travel expenses to 
employees appointed to certain positions in which a manpower short- 
age existed. Due to this public law we are experiencing increased 
travel costs in our inpatient care appropriation. Funds to meet these 
increases are being absorbed within currently appropriated funds. 
It is necessary, however, that the travel limitation in this appropria- 
tion of $375,000 be adjusted to $425,000 to enable us to meet these 
increased travel payments. 

Mr. Tuomas. Mr. Whittier, if I may interrupt you, may I ask if 
you are in here for two things?’ Namely, pay increase and increase 
of compensation and pensions by virtue of two things; there are two 
little narrow increases in nee ation and we have missed our guess. 

Mr. Wuirtrtier. You make a fine presentation of my case. 

Mr. Tuomas. Go ahead and give us the figures. 

Mr. Wuirtier. The figures are all included in the little table at the 
top of my statement. 
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GENERAL OPERATING EXPENSES 


Program and financing 





iat tiiiainansnntcnaato harem i a amaal 
| | 
1959 1959 revised 
presently estimate 1959 increase 
available j 
= — iainielicniietielteetncioaiesie esata caine beastie —| — : heal vere 
Program by activities: | 
Operating costs: 
i, Chemerel edmeiaisivation. q..< <..<<ccaicscennessusece- | $12,413,716 | $12,413,716 j....- saa 
2. Insurance: | | 
(a) Program planning and direction..........-- 2, 434, 345 2, 434, 345 |.._.-.- 2 
(b) Field operations: | 
(1) Executive administratjon.........- 170, 050 | 170, 050 | : 
(2) Insurance operations had ee aaciied 17, 328, 048 | 18, 188, 048 | + $860, 000 
Ct Re SOE ink ota anes ceeunesbe neu 3, 669, 557 3, 669, 557 shin 
3. Veterans benefits: 
(a) Program planning and direction.........--| 4,713, 407 | O FIR Be hi acatd. 


(b) Field operations: 
(1) Executive administration 
Co) CONN G ik cw cney asian aide ialeieliipaneetl 
(3) Compensation and pensions_ ------ 
(4) Vocational rehabilitation and edu- 


eee 3, 590, 172 | 
10, 183, 073 
26, 657, 039 





GE tnt chink thdewakactaens esau 23, 623, 165 

(5) Loan guaranty --_._- ee eT es | 16, 892, 972 

(6) Guardianship----_---- Smiansmiomiel 10, 817, 683 

CFF GC ixtiincakeibscinceeandn 31, 990, 594 

——— } 
Total operating costs.........-..- 164, 483, 821 
Capital outlay: 

I 104, 284 

er ka eo cemteeeanenniniie 98, 000 


763, 895 


966, 179 


RES Cs GUE ce nenccnseciqasessentnscereuts 
= 
PIn EUSTON COIR nos cv cece an enesccsnsconcacswns | 165, 450, 000 
4. Relation of costs to obligations: 
(a) Costs financed from obligations of other 
WEE SER OT), iiss. ct heteddanoushanicte —1, 476, 000 


(6) Supplemental required for pay increases....| —12, 578, 000 | 








Total program, obligations............... | 151, 396, 000 

Financing: | 
1959 appropriation available in 1958__............-...- 1, 104, 000 
New obligational authority...............-......--- | 152, 500, 000 





10, 183, 073 
26, 657, 039 | 
23, 623, 165 
16, 892, 972 \-- o6a 5 ee 
10, 817, 683 
31, 900, 504 j_.....-. 


165, 343, 821 | 


— {-= 
166, 310, 000 





+860, 000 
104, 284 et 
98, 000 
763, 895 
ee 
I I Cian cisterns 


pina daca eink | +12, 578, 000 


-_———$$ |} 


164,834,000 | +13, 438, 000 


165, 938, 000 


000000 4-4: n5L0-3. 


+13, 438, 000 
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Object classification 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


01 Personal services: 
Permanent positions 
Positions other than permanent 
Other personal services 


Total personal services 
02 Travel: 
Emplovee 
Beneficiary ‘i shee 
03 Transportation of things. __- 
04 Communication services-__..- 
05 Rents and utility services 
06 Printing and reproduction 
07 Other contractual services 
08 Supplies and materials 
09 Equioment ; 
11 Grants, subsidi*s, and contributions 
13 Refunds, awards and indemnities 
15 Taxes and assessments 


Nc accorme aiewoks 
Relation of costs to obligations: 


1959 
presently 
ivailable 
25, 716 
15 
24, 142 
24, 677 


$131, 149, 921 | 


88, 020 


132, 515, 590 


2, 854, 780 | 


215, 000 
QRR, TAL | 
, 007, 299 | 
505, 570 | 
1, 623, 702 | 

OSS, 249 
1. BBL. 156 | 
O60, 849 | 
10, 658, 837 
40. OOO | 
, = | 
30, 207 
| 


165, 450, 000 


(a) Costs financed from obligations of other years, net (—) ~1, 476, 000 


Supplemental required for pay increase 


Total obligations 


12, 578. 000 


151, 396, 000 





1959 revised 
estimate 


1, 350, 686 
133, 226, 577 


2, 854, 780 
215, 000 
288, 76 


074, 199 
658, 502 
9. 090, 330 
1, 664. 756 


960, 849 
10, 700. 469 
410 000 
30, 207 
1th 0, 000 
—1, 476, 000 


164, 834, 000 


| 1959 increase 


+200 
+162 
+200 
+-$637, 950 
+73, 087 


+-710, 987 


+66, 900 
34, 800 
+2, 08] 
+3, 600 

+41, 632 


+800, 000 


+13, 438, 000 





Mr. Tomas. $12,578,000 is for general operating expenses. That 
is to cover pay raises; $860,000 covers insurance, benefits, and so 


forth. 


What is the next item increase ? 
Mr. Wuirtrer. The increases for new laws are at the top of page 2 
There are wage board increases which we cannot ask for until they 


are actually approved, as you know. 
Mr. Tuomas. We will place in the record pages 4, 5, and 6 of the 


justifications, 


(The pages referred to follow :) 


~ 


Additional funds in the amount of $13,438,000 will be reyuired in fiscal year 
l q 





1959 for executive direction of the Agency and for expenses involved in admin- 
istering the several direct benefit programs covering compensation and pensions, 
education and training, loan guarantee activities, readjustment allowances and 
insurance. 

The increased fund requirements stem primarily from 
after the regular 1959 appropriation bills were passed. 
increases in fund 


legislation enacted 
Other factors causing 
requirements over the amount available are the increased 
workloads in the loan guarantee program and the ascending levels of the average 
base salaries paid to employees. The increased requirement is comprised of 
two main categories of expenses, the pay raise and the added insurance cost. 


Pay raise, net requirements, $12,578,000 


Under the provisions of Public Law 85-462, the salaries of employees under 
the general schedule of the Classification Act of 1949 were increased. The total 
cost of the pay increase is estimated to be $12,844,000 but since it is anticipated 
that about $266,000 can be absorbed by administrative action, we are only re- 
questing $12,578,000 for this purpose. The total cost is based on an average 
employment of 24,279 employees during fiscal year 1959. 

In addition to the amount of the pay increase absorbed by administrative 
action, we will absorb $415,000 for increase in postal rates not provided for 
within available funds. 
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New insurance legislation, $860,000 

Legislation affecting insurance operations was enacted after the passage of the 
1959 Appropriation Act and it is estimated that 162 additional man-years of 
employment will be required to carry out the intentions of Conzress. 

Public Law 85-678 increases the amount of total disability income benefits 
which may be purchased by NSLI insureds from $5 to $10 per month for each 
$1,000 insurance in force. This bill also provides for a decrease in present rates. 
It is estimated that 67 man-years will be required to process the following 
major workload items: 


I Ac TN gah ie se kn og ea oe een beetd rok bebe mated 85, 000 
ennE; Clee Me ODEON CREAR OP Se nk. csergtennbeteneseiepsiebineciasiancan 250, 000 
ee no ean ticcpuin tance apeaigscecsesemihiacdecnanammad 125, 000 
ON ES Ee EB SERRE Ee SOLS BE ee SE an te ee 12, 600 


Widespread interest and favorable reaction to the total disability income pro- 
vision could cause the estimated workload and work requirements to be higher 
than estimated. The response anticipated in fiscal year 1959 is based on pro- 
viding present policyholders an individual notice and application and by pro- 
viding information to other eligible veterans only upon request. 

Public Law 85-857 provides for the codification of existing laws affecting 
yeterans, with minor amendments to the insurance laws, such as the extension 
of the dividend credit provilege to USGLI policyholders. 

To carry out the provisions of this law will require 7 man-years and should 
be accomplished during fiscal year 1959. It is anticipated that the following 
additional workload will be processed : 


I I i le cree Be eee 350, 000 
EN er in ee esasesniven ann tassde LR TR Goccietaae ares sa eo amirain hc 350, 000 


USGLI policyholders, other than those with paid-up policies, will be notified 
of the new dividend credit privilege and their records will be changed 
accordingly. 

Public Law 85-896 authorizes policyholders of term insurance under section 
621 (RS insurance) of the National Service Life Insurance Act, to convert to a 
permanent plan of issuance or to a new form of term insurance which may not 
be renewed beyond age 50. Those who convert to a permanent plan will also 
acquire the right to purchase total disability income coverage with an additional 
premium. The act also adjusts the basis for premiums and other calculations 
on such insurance. This law will require 88 man-years in fiscal year 1959 to 
process the following major workload items: 


In NN cs eee ees a ne ees rsp en seametiniseiemede 685, 000 
rere LIPS OEE. RUNS” OO a ite een paisa lista Anan eta 450, 000 
meanest Tor CONVETSION QDPUCATIONS ..... ..nncccenncnnwnccwendawesuccased 200, 000 
I ds dss ies snc i eran bene cieamiliatnapigiis ales aaaaal 150, 000 
I acacia stn beeioaetanian tear cin bes sha nin piece 15, 000 


The estimates provide for special notice to every policyholder concerning the 
provisions of the new law. Most of the activity will fall in fiscal year 1959 as 
the policyholders have the right to immediately reduce their present premium 
outlay without forgoing the right to eventual conversion. 

The personnel requirements for these new laws have been determined by ap- 
plying work measurement procedures and principles. 

An IBM 305, Random Access Method of Accounting and Control (RAMAC), 
has been installed at each of the three district offices to expedite the processing 
of applications for total disability income provision and exchange of RS policies. 
By use of the RAMAC the policy or rider can be written and a completed package 
referred to the Underwriter for approval and release. Employees in the various 
offices who are to operate or assist in programing the RAMAC are now under- 
going training. 

Additional fund requirements resulting from the new legislation are specified 
in detail in the accompanying schedules. 


Mr. Tromas. Gentlemen, let us now turn to page 5. 
Mr. Jensen. Let me ask this question: Have you liberalized the 
burial allowances? 
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Mr. Wuirtter. Yes, sir: an increase from $150 to $250 was author- 
ized by Congress last year. You passed several liberalizations at the 
last session. 

Mr. Jensen. I knew that. You might indicate the other liberaliza- 
tions for the record. 

Mr. Wuirrier. Yes; there were three changes in the insurance law. 
Sometime before you had changed the compensation law and related 
the payment that we made to a dependent to a percentage of service 
pay and when you increased service pay, obviously you automatically 
increased compensation. As you recall, you did that last year. 

Mr. Jensen. I wanted this for the record. It is good to have it in 
the record. 


INPATIENT CARE 


Program and vance 9 





1959, pres- 1959, revised 
| ently avail- |} estimate 1959, increase 
able | 
} 


Program by activities: 
Operating costs: 
1. Maintenance and operation of hospitals | 
TORE $224, 691,000 | $225, 477, 000 





(a) Neuropsychiatric hospitals--- | $786, 000 
(6) Tuberculosis hospitals___---- | 49,518,000 | 49,921,000 403, 000 
(c) General medica) hospitals. . -- abies / 435, 335, 000 438, 457, 000 3, 122, 000 
2. Contract hospitalization: | 
(a) Civil hospitals... -- = 5, 165, 000 5, 165, 000 
(6) Municipal and State hospitals.... - 2, 369, 000 | 2, 369, 000 | 
(c) Federal hospitals. 7,338,000 | 7,338, 000 | 
3. Maintenance and operation of domiciliary facilities: | 
(a) Operation of-.Veterans’ Administration 
homes. ....... Seen badtendood 26, 560.000 | 26,639,000 79, 000 
i Nn ss. is os docs Sddwes ice | 6, 158, 000 | 6, 158, 000 | 
Demenetemene — — — I pane nnes eRe RRERTEEED 
Total operating costs. | 757, 134, 000 761, 524, 000 4, 390, , 000 
Capital outlay: 
1. Maintenance and operation of hospitals | | | 
(a) Neuropsychi-tric hospitals_ ‘ enor | 2, 298, 000 | 2, 298, 000 | 
(6) Tuberculosis hospitals -- paaialteanrate 500, 000 500, 000 | 
(c) General medical hospit: ils : ee | 3, 100, 000 | 3, 100, 000 } > 
. Maintenance and operation of Vetera ins’ Administra- | } 
tion domiciliary homes - 700 000 | 700, 000 | . 
Total capital outlay_- alee mrs " ie 6, 598, 000 6, 598, 000 | 
Reimbursable costs: | 
1. Maintenance and operation of hospitals: (c) General | | 
medical hospitals. - -- dobebwae } 3, 000, 000 | 3, 000, 000 | 
Total costs___- ; 766, 732,000 | 771, 122, 000 | 4, 390, 000 
Relation’ of costs to obligations: (@) Costs financed from | 
obligations of other ve ae (— ‘ 11, 500, OO —11, 500, 000 | 
Supplemental required for pay increases : | 43, 065, 000 | 43, 065, 000 
Total program (obligations) -_- 712, 167, 000 759, 622, 000 | 47, 455, 000 
Financing 
1959 appropriation available in 1958__- | 11, 500, 006 11, 500, 000 | 
Advances and reimbursements from— | 
Other account —3, 000, 000 —3, 000, 000 | 
Non-Federal sources... __- 
Unobligated balance no longer available 
New obligational authority - -- 720, 667, 000 768, 122, 000 47, 455, 000 
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Object classification 





| 
1959, pres- 1959, revised 
| ently avail- estimate 1959, increase 
} able | 
ae ncnbiiiaaniseta soeciocionineeilsiniialaiaiiraaedlis ices howell < ——_|_———— 
Total number of permanent positions 118, 652 | 118, 652 | i. 
Full-time equivalent of all other positions | 4, 650 4, 650 a 
Average number of all employees- - - | 121, 030 | 121, 030 
Number of employees at end of year 133, 000 133, 000 | J 
01 Personal services: 
Permenent positions | $536, 173, 000 | $539, 241,000 | $3, 068, 000 
Positions other than permanent 28, 833, 000 28, 833, 000 | 
Other personal services _ _- | 14, 404, 000 14, 404, 000 | 
Total personal services 579, 410, 000 582, 478, 000. | 3, 068, 000 
Direct costs: | | 
01 Personal services_._- | 577,097, 000 580, 165, 000 | 3, 068, 000 
02 Travel | | 
Employee - | 375, 000 425, 000 | 50, 000 
Beneficiary | 2, 324, 000 | 2, 324, 000 |} 
03 Transportation of things-- tseghi dg. cet s sdeut 717, 000 | 742, GOO hiccarseaceachs 
Shipment of bodies i I IE 2S END | 219, 000 | 219, 000 j....-. aaa 
04 Communication services coun eatoaaeaon a 2, 797, 000 } a 700, Oe fence 
05 Rents and utility services.................-......-- s 11, 597, 000 | ie 5 eee rer: 
06 Printing and reproduction. -_....................-.-.... } 797,000 } FeO Bien cb trcnnean 
07 Other contractual services Wet Panto tein. | 26,501,000 | 27, 571, 000 1, 070, 000 
Medical, nursing, and dental fees_........-- eantlleol 701, 000 ro) SS Bree tt 
08 Supplies and materials  stieawaebibg ...-| 56,165,000 56, 168,000)... 2. cade 
Provisions. -- pbGiientanducmhendobedee | 47, 834, 000 | 67, SPE GO fictaptewuredasion 
09 Equipment--.-.._-- : Bg gs eee } 6, 598, 000 6, 598, 000 | am 
11 Grants, subsidies, and contributions- - ; | -6,158,000'] - 6,158,000 }....22..222_.. 
Civil service retirement..................... -.-----| 33,414,000 33, 616, 000 | 202, 000 
18 Taxes and assessments............--.. ieenbedis léned Pal 174, 000 | OFA, COG hn wasiletay ‘ 
iets oes) eat Sr) pers _....-| 773,468,000 | 777,858, 000 4, 390, 000 
Deduct quarters and subsistence charges__..-.-- ----2--------| —9, 736,000 | —9%, 736, 000 as bahale = 
hee ‘ . aoapianil atin 
Total direct costs... Bete date eae mine 763, 732, 000 768, 122, 000 | 4, 390, 000 
Reimbursable costs 
01 Personal services... 2, 313, 000 2 BRE: O00 ts ccs wcccane 
07. Other contractual services ; 113, 000 | 113, 000 ‘ 
0&8 Supplies and materials _- , | 224, 000 | 224, 000 |- 
Provisions | 191, 000 191, 000 | 
11 Grants, subsidies, and contributions-. i } 159, 000 | 159, 000 | 
—_— - SED 
Total reimbursable costs -- 3, 000, 000 | 3, 000, 000 | . 
Total costs... | 766,732,000 | 771, 122, 000 | 4, 390, 000 
Relation of costs to obligations: (a) Costs financed from obli- | 
gations of other years, net (- 2 . i | —11, 500,000 | —11, 500, 000 yun see 
Supplemental required for pay increases. .-..--...-.-.-.- ..|, —43, 065, 000 . ectibael 43, 065, 000 
BNR ihecinccccdenetinnnnncavenaesos ------| 712, 167,000 | 759, 622, 000 | 47, 455, 000 


Mr. Tuomas. Let us proceed to inpatient care. Let us put in the 
record pages 5 and 6 under inpatient care, at this point. 

(The pages follow :) 

Additional funds amounting to $47,455,000 are required in fiseal year 1959 
for the maintenance and operation of VA hospital and domiciliary facilities, 
and for the care and treatment of VA beneficiaries in contract facilities. This 
increased requirement is comprised of the following: 


(a)..Pay praise ......... Oi ca tne Nain Bail eet busieum Seip eeasearasion stones whe 
(b) Wage rate increases___._____-______ Se sa Ms ie ihn ocemnias heck eaiaiaai . 3, 331, 000 
(c) Increased contract burial allowance___--_-~- _ __ 1,059, 000 


MEN ene renames 47, 455, 000 


All savings realized in fiscal year 1959 will be applied to absorb costs of 
increased postal rates (Public Law 85-426), holiday pay of VA hospital staff 
fer the extra holiday after Christmas (Executive Order No. 10792), and the 
continued rise in cost of commodities and services used in VA hosiptals and 
domiciliaries. These absorptions preclude the agency’s ability to reduce the 
amount of additional financing now requested 











220 


Pay raise—As a result of Public Law 85-462, salaries of employees paid 
under the general schedules of the Classification Act of 1949. and Salaries of 
Department of Medicine and Surgery employees appointed under Publie Law 
85-56, were increased. The cost of the pay-raise increase during fiscal year 
1959 for such employees paid under the inpatient care appropriation: head is 
estimated at $43,065,000, distributed as follows: 

NP hospitals - 
TB hospitals 
G.M. & S. hospitals______ 
Domiciliaries - ate at 
conga heepitele. 2 3... 


cit iermraitaascetmateian wisiiicueatc 897, 000 
ee ; cso oar 562, 000 


Total___ Sie Bas eae ee a 43, 085, 000 


The estimated costs of the pay raise are based on analysis of payroll accounts 
for cumulative employment actually experienced through October 31, 1958, plus 
projected costs of employment planned for the balance of the fiscal year, as will 
be necessary to maintain the 140,490 beneficiary load specified in the Independent 
Offices Appropriation Act, 1959, Public Law 85-844. Average employment under 
the inpatient care appropriation increases sharply in autumn and winter months, 
adhering closely to the higher patient and member loads experienced in ’VA 
facilities during those periods. The pay raise funds now requested will provide 
for costs of Public Law 85462 pay increases for an estimated 83,000 inpatient 
care employees. The remaining 37,000 employees under this program are com- 
prised of wage administration and purchase and hire employees, consultants, 
and attendants whose wages or stipends are not affected by Public Law 8&5—462, 

Enactment of Publie Law 85-462 also resulted in establishment of higher per 
diem rates for other Federal hospitals. Additional funds in the amount of 
$362,000 are required by the Veterans’ Administration for the contract hospital- 
ization program in fiscal year 1959 for payment of the higher per diem rates 
to other Federal agencies. The following increased per diem rates for fiscal 
year 1959 have been established by the Bureau of the Budget and the Governor 
of the Panama Canal Zone: 


Estimated | Additional 


Old New Difference patient | funds re- 
| days | quired 
Sa tic inh octane nica inaslacicanials ane : 
St. Elizabeths Hos”ital, Washington, D.C_)} $6. 14 $6. 72 $0). 58 27, 750 $74,000 
Fort Worth Hos»ital, Fort Worth, Tex____! 10. 40 10. 50 10 85, 812 | 8 O00 
Other Fe*eral hosnitals (Army, Air Force, | 
8s cee wamsioninoweinn a2 20. 00 21. 00 1. 00 259, 880 »60, 000 
Canal Zone: 
Goreas and Coco Solo eee _| 28. 50 34. 00 5. iO 3, 285 18, 000 
a le lata tatennsiinieh 6. 25 8. 00 1.75 1, 095 2, 000 
Total » a wa . 362, 000 


Wage rate increases.—The Independent Offices Appropriation Act, 1959, Pub- 
law 85-844 and the Supplemental Appropriation Act, 1959, Public Law 85-766, 
provide fiscal year 1959 “Inpatient care” appropriation funds for wage rate in- 
creases having effective date through May 2, 1958. In the period May 3, 1958, 
through October 31, 1958, additional wage increases have been approved pursu- 
ant to law (Public Law 763, 838d Cong.) which will cost $3,331,000 during fiscal 
year 1959. This cost represents the approval of 308 different schedules. 

There is no provision in this estimate for fiscal year 1959 costs of wage rate 
increases that will be authorized during the period November 1, 1958, through 
June 30, 1959. Distribution of the $3,331,000 now requested is as follows: 


a icieh dub dbamnidaiamabiaes 


selina adc x arlanab intents ; . $660, 000 


ee ceusitecorenneniammanninets ee _ 842, 000 
NE EET ee Nae, 2, 257, 000 


Epoenrcseries..............—<-.-- 


apie vegas coe bata saas 2, 000 
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Increased contract burial allowance.—Public Law 85-674 amended section 803 
of the Veterans Benefit Act of 1957 by increasing the maximum payment from 
3150 to $250.for contract burial and funeral expenses of eligible veterans dying 
while receiving care in a Veterans’ Administration facility. Actual fiscal year 
1958 contract burial expenditures totaled $2,145,066. The fiscal year 1959 Presi- 
dent’s budget provided $1,787,000 for contract burials under the “Inpatient care” 
appropriation head. An additional $1,059,000 will be required in fiscal year 1959 
due to the increase in contract burial costs. The estimated increase is distrib- 
uted as follows: 


I ED ct iac ns nnmanmacie ah iaas $126, 000 
cat iccnit cits bag tn ativiaa thiaaibiahstoAimsmaate bakcaesanaigtnameeadon 61, 000 
0a a ac rinse ec tipsonenigg ain bseitiee seins anak tecieaoc te 865, 000 


7, 000 


1, 059, 000 


OES OS ee at Sletstaddeeaiat saiksimamneeaetiieania pulse 


areal cesescanconies at Achaiah eccipieniionpiaien 

Mr. Tuomas. This is for hospital bed care and the other was for 
administrative expense for all programs other than medicine. We 
will now take up medicine and the big item is $43,065,000 for pay 
increases. How much did you absorb? 

Mr. Monk. We absorbed none in this appropriation. 

Mr. Tuomas. It is broken down here among NP hospitals, TB 
hospitals, G.M. & S. hospitals, domiciliaries, and contract hospitals, 

Then you have a little pay raise for your blue-collar workers, wage 
rate increase of $3,331,000; an increase in the burial allowance 
from $150 to $250 in the amount of $1,059,000, for a total of 
$47,455,000. 


OuTPATIENT CARE 


Program and financing 








1959, pres- | 1959, revised 
| ently avail- | estimate | 1959, increase 
able | j 
Program by activities 
Operating costs: | 
1. Station administration $10, 606,000 | $10, 606,000 |-....-.--.... 


} 
59, 561, 200 | 


2. Care of patients: 


a a a Se $1, 618, 400 


61, 179, 600 


(6) Dental cre ple he aa Pee! 5, 005, 000 5,011, 000 | 6, 000 
(@) BameGetery Waves. .os6i55ocks sce ee hiss | 4, 584, 000 5, 233, 000 649, 000 
ca a 76, 800 y, ll ae 
T otal costs i i a I le td 79, 833, 000 82, 106, 400 2, 273, 400 

4. Relation of costs to obligations: (a) Costs financed 
from obligations of other years, net__- —1, 404, 000 1, 298, 400 105, 600 
—4, 555, 000 555, 000 


Supplemental required for pay increase -- aa 4,! 


= oe 


Total program (obligations) 73, 874, 000 80, 808, 000 


6, 934, 000 


Financing: 1959 appropriation available in 1958__ 1, 525, 000 1, 525, 000 
New obligational authority 75, 399, 000 82, 333, 000 6, 934, 000 
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Object classification 











} | ne 
1959, pres- 1959, revised 
pees aver estimate 1959, increase 
apie 
Peak a ee én ad peice dh 
Total number of permanent positions ate 5, 668 5, 673 | +5 
Full-time equivalent of all other positions____- 312 | 312 : 
Average number of all employees 8, 182 8, 192 | +10 
Number of employees at end of year 6, 437 | 6, 444 +7 
01 Personal services: | 
Permanent positions | $45, 229, 000 | $45, 273, 000 +$44, 000 
Positions other than permanent... | 2, 583, 000 2, 583, 000 a 
Other personal services - - - 412,000 | 412, 000 al 
Total personal services_ 48, 224,000 | 48, 268, 000 +44, 000 
02 Travel: | 
Employee. _. os 5 7 206, 400 243, 000 | +36, 600 
Beneficiary te ' ‘ . | 4,584, 000 | 5, 233. 000 +649, 000 
03 Transportation of things__ 4 101, 000 110, 600 +9, 600 
Shipment of bodies. _______- ‘ o. 3, 700 Ve Lokaes ii 
04 Communication services._.....___- 529, 000 | 554, 000 +-25, 000 
05 Rents and utility services______- 2 238, 000 240, 000 | +2, 000 
06 Printing and reproduction-_--__--. dons . 80, 000 86, 000 +6, 000 
7 Other contractual services_....__- Bee bieied 1, 372, 600 | 1, 415, 000 | +42, 400 
Medical and dental fees... ie 9 218,000 | 9, 802.000 4-584 000 
08 Supplies and materials.................._- pews | 12, 214, 200 13, 087, 000 +872, 800 
09 Equipment oad w= is 76, 000 | 70, ONO locpecnensununs 
11 Grants, subsidies and contributions.. SE a ios - 2, 975, 000 | 2, 977, 000 +2, 000 
15 Taxes and assessments....................._- aol ll, 100 3h 00 I ...-...cdeeeee 
CO a ee i 79, $33, 000 82, 106, 400 | 2, 273, 400 
Relation of costs to obligations: (a) ‘Costs financed from obli- : 
gations of other years, net (—)_- ; Smale c —l, > 000 —1, 298, 400 | +105, 600 
Supplemental required for pay increase - c —4, 555, 000 | +4, 555, 000 
Total program obligation- iscilninas ceili 7 73, 87 4, 000 | 80, 808, 000 +-6, 934, 000 
1959 appropriation available in 1958 _ puke ke 1, 525, 000 1, 52°, 000 |..... s 
0 eee pilnaineadamdaehed . 75, 399, 000 82, 333, 000 +-6, 934, 000 


Mr. Tuomas. Let us go on to the “Outpatient care” item. This 
deals only with outpatient clinics, not your hospitals. There is not 
a bed involved in this and only for service-connected veterans, where 
they do not need hospitalization, but perhaps go to an outpatient 
clinic and get doctor care, medicines. If they are treated in their 
own hometown, they pay the doctor the fee ? 

Mr. Mippteton. Exactly. 

Mr. Tuomas. That is made up of three items; “Pay raise,” “Contract 
burial allowance increase,” and “Increase in medical workload”; i 
that right? 

Mr. Wurrtier. Right. 

Mr. Tomas. What is No. 3? 

Mr. Wurrtier. Increased medical workload. 

Mr. Tuomas. My page shows $398,300 for the Philippines, too; is 
that correct ? 

Mr. Monk. Correct. 

Mr. THomas. Whi: at is the total bill, $6.934,000? Can you reduce 
any of that, gentlemen ? 

Mr. Monk. No, sir. 

Mr. Tromas. I knew what the answer was. 

Let us put in pages 3, 4, and 5 for “Outpatient care” and that tells 
the story on Outpatient clinics. 

(The pages follow :) 

Additional funds in the amount of $6,934,000 are required for (1) 
creases authorized by Public Law 85-462; (2) increased contract burial allowance 
authorized by Public Law 85-674; and (3) an increasing medical workload, 
including outpatient medical services for Commonwealth Army Veterans of the 
Republic of the Philippines, authorized by Public Law 85-461. 
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pay raise —As a result of Public Law 85-462, salaries of employees paid under 
the general schedules of the Classification Act of 1959 and Department of Medi- 
eine and Surgery employees appointed under Public Law 85-56 were increased. 
The increased cost for such employees paid under this appropriation during 
fscal year 1959 is estimated at $4,555,000 comprised of $4,255,000 for base sal- 
aries and $300,000 for the Government’s share of civil service retirement, Federal 
employees group life insurance and social security contribution. 

Contract burial allowance increase.—Public Law 85-674 amended section 803 
of the Veterans Benefit Act of 1957 by increasing the maximum payment from 
$150 to $250 for contract burial and funeral expenses of eligible veterans dying 
while receiving Veterans’ Administration care. Actual fiscal year 1958 contract 
purial expenditures totaled $43,119 for 427 burials. The fiscal year 1959 Presi- 
dent’s budget provided $45,000 for contract burials under the “Outpatient care” 
appropriation head. The advancing age of the veteran population portends an 
increased death rate in the current and ensuing years. An additional $25,200 
will be required in fiscal year 1959 due to the increase in contract burial costs 
and death rate of the aging veteran population. 

Increased medical workload.—A sharp increase in demand for outpatient med- 
ical services was evidenced in the latter part of fiscal year 1958. The number 
of outpatient medical visitors in fiscal year 1958 exceeded the number visiting 
in fiscal year 1957 by more than 44,000. It was possible to absorb the cost of the 
heavier workload in fiscal year 1958 by increasing productivity in VA clinics 
and holding authorization of more costly fee-basis treatment to a minimum 

The decrease in medical workload anticipated by the President’s budget 
for fiscal year 1959 has not materialized. Based on current experience, it is 
estimated that the fiscal year 1959 number of medical visitors to clinics will be 
73,146 more than estimated in the President’s budget for fiscal year 1959. Addi- 
tional funds in amount of $2,353,800 will be required to meet this workload in- 
crease. Included in this estimate are $398,300 to provide for 17,167 additional 
medical visitors anticipated as a result of Public Law 85—461 which authorizes 
outpatient medical services to Commonwealth Army veterans of the Republic 
of the Philippines for service-connected disabilities. 

Medical fee increases continue to generate additional costs to the outpatient 
care program. These increases result primarily from the nationwide rise in 
prices of commodities and services and pressures exerted by State medical socie- 
ties to bring VA fees in closer alinement with fees already paid by other Federal 
agencies, Blue Cross-Blue Shield medical plans, and other medical insurance 
carriers. 

The increases required for beneficiary travel, transportation of things, com- 
munication, utilities, printing, contractual services, and supplies are directly 
related to the increased workload. 

The increase in employee travel limitation is required to transfer United States 
professional personnel to Manila, P.I., to staff the expanded outpatient clinic 
asa result of Public Law 85-461. 


Medical and dental workloads 


1959 presently; 1959 revised 1959 in- 
available estimate crease (+-) or 
decrease (—) 


Individuals visiting, medical _- - 2, 035, 000 2, 108, 146 +-73, 146 
Examinations, dental 40, 200 31,100 | —9, 100 
Treatments, dental - -- 34, 200 24, 200 | — 10,000 
Total. 2, 109, 400 2, 163, 446 | +54, 046 
In Veterans Administration facilities: 
Individuals visit'ng, mectical . 1, 455, 500 1, 547,010 | +91, 510 
Examinations, dental_ 26, 400 22, 000 | —4, 400 
Treatments, dental 26, 400 17, 050 | —9%, 350 
Total 1, 508, 300 1, 586, 060 77, 760 
By private phvsicigns ond dentists: 
Individuals visiting, medical__.- | 579, 500 561, 136 | — 18, 364 
Examinations, dental. 13, 800 9, 100 —4, 700 
Treatments, dental. 7, 800 7, 150 | —650 
Total... : 601, 100 577, 386 — 23,714 
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CoMPENSATION AND PENSIONS to the 
Law § 
; | indica 
Program and financing iD 
) ww 
1959, pres- 1959, revised a| \ 
ently avail- estimate 1959, in, [ 
able iy ream —_ 
nal ———_ | ppblicI 
Program by activities: 
1. Compensation: 

(a) Living veterans: 
Spanish-American War. .........-......_-. $630, 000 $630, 000. | Public 
ar eae aa 215, 470, 000 215, 470, 000 [-...... 

I Arata ade |1, 077, 386, 819 |1, 129, 886, 819 52, — 

Korean conflict ...........-.....-...........| 175,306, 000 | 75, 306, 000 Blea tees oe 

Peacetime service. .............---.-- _....-} 68, 966, 000 | 68, 966, 000 [777—7777—=""™ Public 
rey See sets 5. Seat 11, 537, 758, 819 11, 590, 258 819 | 52, 500,09) | Estima 

(b) Deceased veterans........-.....-.-.-.--...__- |} 474,956,000 | 474, 956,000 |___ » 00, tion e 

Total, compensation...._...._........- -{2,012, 71 714,819 |2, 065,214,819 | 52, 500.0 t 
2. Pensions: mohlaiy | ey a 
ey ene MONE 5 oiled Sanytt caine dpb. abn ae’ 796, 917,000 | 796, 917, 000 a In 
I mene | 338,053,000 | 338,053,000 |........ : 
|_——_—— 1 ee | wei 
Total, pensions..........._- .----..-...}], 134, 970, 000 PS 708 000 hss keleosbaieaie legis! 
Di OGG is ciscaee ~~ 4h 5-0 45--k net enssSt4iter-deenass 56, 798, 000 56, 798, 000 |. wateeeee requi 
Total program costs (obligations). ________..______}8, 204, 482, 819 | 3, 256, 982, 819 | 52, 500, 000 ize a 
Unobligated balance brought forward.........................} —4, 482, G19} —4, 482,819 |..-......... | eurre 
Appropriation (new obligational authority)__.....____ 3, 200, 000, 000 I3, 252, 500, 000 | 52, 500, 000 me 
. 
1 of ti 
Object classification as fo 
fe ise 2 olde { / 
Presently Revised esti- 
available, fiscal) mate, fiscal Increase re 
year 1959 year 1959 
| 
12, Pensions, annuities and insurance claims (total obliga- 
PED <. suchaGeuhancdbeluustsdsdcedbidetaceubisnccoternbed penne $3,256,982,819 | $52, 500,000 s 
it “ , yeh sae 1. Co 
Mr. Tuomas. Under “Compensation and pensions,” we have 
$52,500,000. 
What is this for, gentlemen ? 2. Pe 
Mr. Monk. Half of that is for the new laws and half was a bad 
guess. 
Mr. Tuomas. Break it down and perhaps we will share the guess | 301 
with you. 
You take 65 percent of the blame and we will swap you the horse 
for it. 
What have you got rounded out there under pay increase in the | — 
ray of $5.25 million and then you say your big program runs to 2, ( 
3, and 4 billion. Then the committee lowered the estimate a little | 
bit but sometime—more often they hit it than the committee does— 
we had $25 million and we lowered it last year. | 
We will place in the record at this point pages 4 and 5 of the 
justifications. | 
(The pages referred to follow :) | at 
Additional funds in the amount of $52,500,000 will be required in fiscal year : 
1959 for the payment of veterans’ bene fits from the compensation and pensions ml 
appropriation. Obligations payable from this appropriation arise by operation 
of law and are not administratively controllable. to 


Twenty-five million dollars, or nearly one-half of the total supplemental re- 
quired, is directly attributable to rate-increasing legislation enacted subsequent 
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to the 1959 appropriation act. The more significant of these acts were Public 
Law 85-422, Publie Law 85-425, and Public Law 85-674. Their cost effect is 


indicated below. 
er oo 





Effective Purpose | Cost in fiscal 
date | year 1959 
eee era mene et netesng 
Public Law 85-422. ..........-- June 1,1958 | Increased military pay which increased $1, 500, 000 


dependency and indemnity compensa- 
tion rates payable to widows under 
Public Law 881, 84th Cong. 
Public Law 85-425.._.......---. July 1,1958 | Increased rates to Spanish-American War 11, 000, 000 
and prior-war widows. Initially en- 
titled Confederate States of America 
veterans and dependents. 





Public Law 85-674. ............ Aug. 19,1958 | Increased burial allowance from $150 to 11, 800, 000 
$250. 
Estimated cost of other legisla- 
eI COUR SID © NU a. «a cccisombke Iomcinncundncusanudinncdieninciadsmpl mh aeaaie 700, 000 
RIAL, .. cenirawich mags distant mabinhik wien Rattth snd eke hkgagreebdaksanhaipiaahe 25, 000, 000 





In addition, $27,500,000 will be required to supplement the 1959 appropriation 
which is insufficient in that amount to meet obligational requirements under 
legislation in eifect at the time of enactment of the appropriation. Decreases in 
requirements contemplated by the reduced 1959 appropriation failed to material- 
ize and present estimates of caseloads and average payments, as set forth in 
current year data in the 1960 budget, and supported by 1959 experience to date, 
donot vary significantly from the 1959 budget estimates. 

Requirements for the remainder of the year have been computed on the basis 
of trends indic ated by obligational experience during the first 6 months of 1959, 


as follows 


Obligations by major categories, actual 1st 6 months; estimated last 6 months 


Last 6 months | Fiscal year 














| Ist6 months | total (esti- | 1959 total 
Major eategory | total (actual) | mated) (revised esti- 
} mate) 
iil a aa aes . eel ilciaidatiataliacaececainial 
| 
1, Compensation: ‘ 
IRE wi chon cinaiccen asd ddemoies aiieiicine adarabndiemenetee $797, 006, 346 $793, 252, 473 |$1, 590, 258, 819 
I 5 on a. SE aah mica eebeenlass 236, 132, 705 238, $23, 295 474, 956, 000 
SII 4 ok costs calenabictealeb ane deDee @eoasdinards eicstdeies orang aie 1, 033, 139, 051 1, 032, 075, 768 2, 065, 214, 819 
2. Pensions: | 
Living.._.. eobekcieriaain es ani Matinee nena inte i aint 397, 223, 811 399, 693, 189 796, 917, 000 
POO NNS 5b Ate atidesdvdbiahetsdadecdidaadeallane 166, 461, 047 171, 591, 953 338, 053, 000 
l cpensaeegemmenenenm aes am ietedeetnemnind _! 
CO i eats a a eed 5 563, 684, 858 “871, 285, 142 | 1, 134, 970, 000 
NR ee ies: nee dd dss ses beeoalibedibines BE 22, 935, 716 33, 862, os | 56, 798, 000 
DOCG COON 6 tc0dceccsacccenaduamuddsddpbbbed , 619, 759, 625 | 1, 637, 223, 194 3 256, 982, 819 
NE ON ON tint anncsecbe leaeeeidnesnones aah "204, 482, 819 
CA PUREE BI la icin <h te ecinde taleetin noo enna tieroreswonnesenn 52, 500, 000 








Gentlemen, any questions? 
Mr. Rooney. I have one question with regard to these four items. 


UNOBLIGATED FUNDS 


In the last fiscal year was there any amount returned to the Treasury 
at the end of the fiscal year ? 

Mr. Tuomag, It usually runs 10 or 15 million and sometimes 25 
million. 

Mr. Monk. Actually, it went to the pay increase last year. We had 
to apply any unobligated balance at the end of the year in our operat- 
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ing appropriations to the pay increase. There were slight unobligated | 


balances in all of these operating appropriations. 

Mr. Tuomas. Tell the gentlemen that these are no-year funds and 
they are appropriated until expended and sometimes you run 25, 50 
and 75 million over. 

Mr. Rooney. I did not know they were no-year funds. 


NUMBER OF EMPLOYEES 


Mr. JENSEN. How many employees do you have in the Veterans 
Administration ¢ 

Mr. Wuirtier. We have about 156,000, including part time. About 
150,000 full time. 

Mr. Tuomas. Tell them what it was 8 or 10 years ago. 

Mr. Wurrrirer. Over 200,000. There was a tremendous cutback. 

Mr. Rooney. Due to what ? 

Mr. Wurrtier. It is due to a number of things. One was adminis- 
trative improvements and another is the declining workload in some 
programs. In some programs, particularly the insurance one, the 
decrease is due to increased efficiency, and it has been absolutely re- 
markable and dramatic. 

Mr. Rooney. How many employees did the Veterans Administra- 
‘ tion have before World War IT? 

Mr. Tuomas. Along general lines, not man-years. 

Mr. Wurrrier. I am told about forty- five to fifty thousand. 

Mr. Rooney. Of course, it is natural for you to have an increase in 
personnel after World War II and the Korean war, but you have 
gradually reduced your personnel ? 

Mr. Wuirttier. It has been very sharply reduced. 

Mr. Rooney. Are there any additional personnel requested here? 

Mr. Wuirrtrr. Noadditional personnel requested here. 

Mr. Roonry. Same as to outpatient work ? 

Mr. Wuirtier. That is correct, but the increase is in the workload, 
That is largely negotiations with the doctors. We negotiate with 
individual State medical societies and the patient usually can select 
his own doctor. 

The cost of medicine, as you know, and doctors’ fees, have been 
rising very constantly and very markedly. 

Mr. Monk. There are 162 equivalent man-years requested here for 
the insurance workload because of the new legislation. 

Mr. Wuirrier. I would point out that in another year, because of 
the installation of electronic data-processing denied we e hope to 
show a very marked decline. 

Mr. Tuomas. Give Mr. Jensen the figures in that Bureau. 

Mr. Monk will give you a very accurate answer to that. 

This crowd deserves a lot of credit, but never let it be said that this 
committee had not been urging them quite often to reduce it. They 
have reduced one Bureau here. 

They have done that by efficiency and mechanizatioy. 

You have got that down from what ? 

Mr. RosentHart. From 20,000, Mr. Chairman, to approximately 
4,300. 

Mr. Jensen. You are doing more work than before? 
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Mr. Rosentuau. The workload is the same. 

Mr. Jensen. You have been able to accomplish that through new 
methods of administration ? 

Mr. RosentrHau. And procedures. 

Mr. Wurrrter. And consolidations, 

Mr. Jensen. I wish you gentlemen would take time out and send 
your experts around to these other agencies of the Government and 
teach them a few things. 

Mr. Jonas. Before you leave, I have a question on the matter of 
workload. 

I think the record should show the total number of American citi- 
zens Who have some entitlement under Veterans’ Administration laws. 

That figure is what, 77 million people? 

Mr. Wuirrier. Yes. 

Mr. Jensen. If we ever have a couple more wars, we will get them 
all. 

Mr. THomas. Just one more. 

Mr. Jensen. I hope that time never comes. God forbid. 

Mr. Wuirttrer. I would like to tell you, Mr. Jensen, and some of 
the other members here who sit on the committee, what I said when I 
appeared here before. As Mr. Thomas said, some of the reduction 
in personnel has been at their urging. I want to give this committee 
and their chairman full credit. In a sense my promotion from Chief 
Insurance Director to Administrator was, I think, partly responsible 
at least to some of the programs that I carried out that were here 
strongly urged. 

Mr. Tuomas. You can see why we are very partial to Mr. Whittier. 

Mr. Jensen. We take our hats off to you and the committee. 


SAVINGS 


Mr. Bow. I was rather intrigued by one statement made by the 
director. It says, “* * * our net requirements after application of 
savings realized in our operations * * *.” 

I like that statement. 

How much were your savings ¢ 

Mr. Wurrtter. Do you have the figures ? 

Mr. Rosentuar. About $1.5 million. 

Mr. Bow. Where? 

Mr. RosentHat. In the general operating expense appropriation 
and in the medical administration appropriation. 

Mr. Bow. What is that on your overall budget in that field? 

Mr. Tuomas. Medical administration is around $25 million and you 
cut it by about $1.5, as I recall. 

Mr. RosentHau. Medical administration was $26 million and the 
reduction was $800,000 in that appropriation which makes it about 
3 percent. 

r. Bow. Thatisfine. I am glad to see some savings. 

Mr. Tuomas. Thank you, gentlemen. It is fine to do business with 

you. 











Turspay, Fesruary 24, 1959, 
GENERAL SERVICES ADMINISTRATION 
WITNESSES 


HON. FRANKLIN G. FLOETE, ADMINISTRATOR 

MAX MEDLEY, COMPTROLLER 

J. H. MACOMBER, JR., GENERAL COUNSEL 

WILLIAM P. TURPIN, ASSISTANT COMPTROLLER, BUDGET 

R. T. DALY, ASSISTANT COMMISSIONER, FEDERAL SUPPLY SERVICE 


Mr. Tuomas. Gentlemen, the committee will please come to order, 

We have with us today from the General Services Administration 
the able Administrator, the Honorable Franklin G. Floete; Max 
Medley, Comptroller, J. H. Macomber, Jr., General Counsel; William 
¥. Turpin, Assistant Comptroller, Budget, and R. T. Daly, Assistant 
Commissioner for Purchase and Stores. 

Mr. Administrator, it is nice to have you with us. 

Do you have a short statement ? 


G ENERAL STATEMENT 


Mr. Fuioete. Mr. Chairman, Mr. Bean the Commissioner, Federal 


Supply Service, is unable to be here. He unfortunately had to have. 


an operation Saturday night at 11:30. 

Mr. Tuomas. Is it anything serious? 

Mr. Froere. He is coming through it fine. 

Mr. Tuomas. When doing business with these doctors in the hos- 
pital, it is always serious from the patient's point of view. 

Anyway, we are delighted to know he is doing all right and wish 
him well. 

Mr. Frorere. Mr. Chairman, and gentlemen of the committee, I 
have a formal statement which I will submit for the record. There are 
only three items in the supplemental request. One of them applies to 
Expenses, Supply Distribution in the amount of $1,877,000. Of that 
amount $800,000 is needed for additional expenses due to the fact that 
our sales of items through the Federal Supply Service will exceed our 
estimate for 1959 by a little over $25 million. This $800,000 is just 
the added expenses which are entailed in those additional sales. The 
rest of the $1,877,000 is to finance salary and wage 
over which, of course, we have little control. 

(The statement referred to follows:) 


Mr. Chairman and members of the committee, House Document 58, 86th Con- 
gress, includes three supplemental appropriation estimates for GSA for 1959 
which are now before the committee for consideration. 

The three items are principally to finance changes in programs since the 
regular 1959 appropriations were made. They are: 

“Expenses, supply distribution,’ an additional $1,877,000. Of that amount 
$800,000 is needed for expenses of handling an increase of $25.4 million sales of 
common use supplies above the $300 million on which the regular 1959 appropri- 
ation was based. The remaining $1,077,000 is to finance salary and wage rate 
increases authorized by law. In this respect, even though labor costs are higher 
our unit costs of doing business are still declining. 
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9, “General supply fund,” an additional $15 million in appropriated capital 
js needed to finance the increased sales program and increase services to other 


agencies. 


No pay increases are directly involved in this item. 


3, “Salaries and expenses, Office of the Administrator,” an additional $73,600. 
of this amount $60,000 is to finance for the rest of the year the allowances and 
\ ofice facilities for former Presidents and pensions for widows of former 


presidents as authorized by Public Law 85-745. 


The remaining $13,600 is to 


nance the salary increases for the staff of the Office of the Administrator as 
guthorized by law. 

These items are explained in greater detail in the justifications which we have 
We are here to furnish any additional information 


fled with the committee. 
the committee may desire. 


Mr. Tuomas. You have two other items to make up your $1.8 mil- 
lion. What are the other two? 
Mr. Fuoere. On the general supply fund we are asking for $15 mil- 
lion additional capital because our business has grown to the point 
where we do not have enough cash to properly finance it. We have 
had to rely to a considerable extent on advances from other agencies 
that purchase from us. At the present time we have about $24 million 
so advanced and they are very unhappy about it. 
Mr. Tuomas. Mr. Administrator, let me interrupt you. 
May I correct one little statement? I may have misunderstood you, 
) but in your first item that is $1,877,000 and the first one you covered, 
referred to $800,000 to cover additional sales. 
The Pay Act costs come to $948,000 and your wage board increases 
come to $129,000 which you cannot control. 


PAY INCREASE 


Did you absorb any part of your wage increase? 
Mr. FLorre. Yes; we did. 
Mr. Meptey. Yes, sir; out of a total of about $8.7 million in GSA, 


we absorbed _ 
Mr. Tuomas. How much in expenses, supply distribution ? 


$8.7 million would be for the whole agency. 
Did you absorb any ? 
Mr. MepLey. 
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Program and financing 





Your 


Confine it to this item. 


1959, increase 

$7, 575, 797 $367, 000 
ai) ISI 

2. 126 139, 000 

t 150, 000 

4, OUY. RI 273. 000 

948, 000 

989, 933 1, 877, 000 
4° . 
] 0) 

20, 684, 400 1, 877, 000 
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40, S02, OOO 1, 877, 000 
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Object classification 

















1959, pres- | 1959, revised 
ently avail- | estimate 1959, increase 
able " 
| pou ed 
| | | 

Total number of permanent positions.....................-.-. 1,811 1, 869 | 5B 
Full-time equivalent of all other positions.._..............-- ‘ 41 67 | % 
Average number of all employees---.............-.......-.---- | 1, 762 | 1, 806 4 
Number of employees at end of year-_--...-.......-..------.-- 1, 852 1, 969 7 
01 Personal services: her 
II ono c dn cSecscenmadciccdaces ‘ $8, 779, 100 $9, 020, 800 $241, 799 
Positions other than permanent___.................--- 202, 200 339, 800 137, 600 
Other personal services. ..............-...- 22s 25.8. 189, 900 220, 600 30, 700 
NE ON WONOR on... con un caceusvccecccoces 9,171, 200 9, 581, 200 410, 000 
et I ni pn tbs du cine peaoeke 132, 500 168, 200 35, 700 
03 Transportation of things............-......-....-.-- SS 355, 664 391, 064 35, 400 

04 Communication services_.-...................--...--.-..-] 284, 200 | ah, FOO: fe. enone ashe 
5 BR I ey on on kn eee eceeccccsncteuse- af 2, 129, 772 | 9 190. 778 |... 
06 Printing and reproduction. -_..-............... Dnhtilcehion . 414, 196 425, 196 11, 000 
OP CRRnar GOITONEER) BOT WICOS | oan 5 inns 5 osc secede cen eee- | 2, 245, 093 2, 392, 793 147,70 
Payment to “Administrative operations fund” - -_-...-.....-- 4, 026, 800 4, 299, 800 | 273, 000 
Services performed by other agencies.__._...............-._..- 123, 400 | IO 400 foc cnemabies 
08 Supplies and materials_____- Niles Reta fant ion | 451, 825 454, 925 | 3,100 
pe ee Li ks) id 106, 383 | 106, 383 i édde te 
11 Grants, subsidies, and contributions. _- faitik: crate ectocgetel 577, 400 589, 100 | 11,700 

13 Refunds, awards, and indemnities.- pe wee Ps | 35, 600 35, 600 | Rr 

15 Taxes and assessments...- Sobek ahacudadibiceeil 6, 900 | 8, 300 | 1, 400 
Supplemental required for pay increases _.-- ; inn oak —948, 000 | | 948, 000 
Total program costs_.__..- eietihcaisilp canine = 19, 112, 933 20, 989, 933 1, 877,00 
Undelivered orders brought forward...-.--__- z | —455, 533 —455, 683 |. ..-22 2 
Undelivered orders carried forward._.._..._-._-- jae eset 150, 000 150, 000 | a 
Total obligations.................----.-.-----.--.-------| 18, 807,400 | 20, 684, 400 1, 877, 000 





Mr. Tuomas. The first item is expenses, supply distribution. Mr, 
Reporter, put pages 1, 2, 3, 4, and 5 in the record. 
(The pages follow :) 


EXPENSES, SupPLY DISTRIBUTION 


APPROPRIATION LANGUAGE 


“For an additional amount for ‘Expenses, supply distribution,’ $1,877,000, 
and the limitation under this head in the Independent Offices Appropriation Act, 
1959, on the amount available for expenses of travel, is increased from ‘$182,500’ 
to $168,200.’ ” 


GENERAL STATEMENT 


“This proposed supplemental appropriation includes $948,000 for the cost of 
pay increases pursuant to Public Law 85-462 ; $129,000 for the cost of wage board 
pay increases granted through January 10, 1959; and, $800,000 to cover expenses 
of an anticipated increase in the sale of common-use supplies. 

“On October 21, 1958, this appropriation was reapportioned, pursuant to 
section 3679 of the Revised Statutes, as amended (31 U.S.C. 665) on a basis 
which indicated a necessity for a supplemental estimate for increased pay costs. 
This action was reported to the Congress by the Director of the Bureau of the 
Budget on that date” (quoted from H. Doc. 58). 
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Summary reconciliation of appropriations and supplemental estimates 








appropriation in annual act (Public Law 85-844) _-__------------ $18, 765, 000 
Appropriation in supplemental act (Public Law 85-766) ---------- 160, 000 
Total appropriations’ aveallable..—.............._........... 18, 925, 000 
Less comparative transfer of supply gf —117, 600 
cas I aa cdcsesateras gbtceriiwnirmnneiorniainsnaoannneiiasit 18, 807, 400 
Portion of proposed supplemental for : 
Pay increases, classified employment__.--_-__-_-----------~-- 948, 000 
Pay increases, wage board employment__-------------------- 129, 000 
NI ici cbs 5s cccccicariececetessienialii attains na ten meinen iain dines 1, 077, 000 
Comparable availability shown on page 3_----------------- 19, 884, 400 
Portion of proposed supplemental for increases in sales program _-_ 800, 000 
Total including proposed supplemental______-.---__--.--~~- 20, 684, 400 
JUSTIFICATION 


(1) Cost of salary increases (classified employment) $948,000 

The Federal Employees Salary Increase Act of 1958 was approved June 20, 
1958, too late to be reflected in the annual appropriation for 1959. The increased 
cost due to this act consists of $609,900 for payrolled costs and $338,100 for serv- 
ices performed under the buildings management and administrative operations 


funds. 
(2) Cost of wage increases (unclassified employment) $129,000 

Increased wage rates for unclassified employees are made from time to time by 
wage boards to maintain the rates at the level of those prevailing in the respec- 
tive localities throughout the United States. No provision was made in the 
annual estimate or appropriation for 1959 for (a) the cost on a full year basis 
in 1959 of wage board rate increases effected during 1958 nor (b) the cost of 
such further increases as may be effected during 1959. Due to these increases, 
operations under this head are being carried on at a higher rate of expenditure 
than is currently financed, but in accordance with quarterly apportionments 
approved by the Director, Bureau of the Budget, on a deficiency basis in antici- 
pation of supplemental appropriations to liquidate the deficiency. 

(a) Cost on a full year basis in 1959 for increases effected in 1958.—The Sup- 
plemental Appropriation Act, 1959 (Public Law 85-766) provided $160,000 for 
financing these costs for increases effected from July 1, 1957, through May 4, 
1958. No further increases were effected from May 5 through June 30, 1958 in 
localities where there are supply depot operations. 

(b) Cost of increased rates in 1959 effected to January 10, 1959.—Under pre- 
vailing Budget Bureau policy to provide at any one time for only such increases 
as have actually been effected, this estimate is confined to the period July 1, 1958, 
through January 10, 1959. The cost of such increases is estimated at $129,000 
as shown in detail on exhibit A on page 5. Cost of increases effected from Janu- 
ary 10 through June 30, 1959, will be covered in a subsequent supplemental 
request. 

(3) Increased volume of sales, $800,000 

The supply program in 1959 is finally approaching the magnitude expected to 
be reached for the past several years. An unusual volume of sales in the first 
quarter was attributed to advance procurement during 1958 authorized by Public 
Law 85-386, and it was not anticipated that the program would maintain that 
pace in subsequent months. However, the 4 months of October through January 
continue to show increases in all categories over the same periods in prior years, 
highlighted by the establishment in October of a new record of $13.1 million in 
warehouse shipped sales. 
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The following table illustrates the recent growth of this program: 


[In millions of dollars] 





a ———<—$. $$ 
| 
| Program [1959 program | Revised pro- 
estimated | planned at | gram based Percentage 
| 1958 actual for 1959 start of year | on 5 months’ increase 
budget Within avail- business | over 1958 
able funds 
Stores items sales (including | | 
direct delivery) -..........-..... $135. 1 | $163. 4 | $162. 0 | $173. 4 | 28. 35 
eat Reale eS ea 225.0 | 292. 6 300. 0 325. 4 44. 62 
eI nn cenee 147.1 | 169.8 | 166.7 179. 6 | 22 06 
Nonstores buying. -............- 121.6 | 130. 0 106. 1 134. 4 | 10. 53 








It should be noted that with the addition of the $800,000 requested, the tota) 
amount available in 1959, excluding funds for mandatory wage and pay act 
costs approved subsequent to the original 1959 request, will be about the same 
amount that was requested a year ago, while the program will substantially 
exceed that contemplated at that time. F 

It is apparent that funds appropriated for 
demands of customer agencies. 
backlog situations. 

Improved operating methods and planned economies have resulted in lowering 
unit costs, and have made it possible to absorb some of the increased work- 
load within available funds. However, further relief of this situation ¢ap 
only come from additional funds to provide additional manpower. 

Revised sales and cost data for 1959, and the effect of increased sales programs 
on the budget activities, are shown below. 


1959 are inadequate to meet the 
This financial inadequacy is reflected in growing 


1959 
1958 actual! |__ ot BONES Signi’ > SALE aa - 
} 
Comparable Revised | Change 
See epee pte encanta gene bates - papers cappanaee 
Stores operations: | | 
Sales from stores stock (millions of dollars | $120.7 $138. 6 $150.0 +$11.4 
Unit cost (per $100). $5. 09 $5. 24 $5. 00 $2. 09 
Performance cost... as $6, 137. 970 $7, 262, 000 $7, 500, 000 + $238, OK 


Space and related costs: 





Recurring Sedat ae | $2, 622, 407 $2. 987, B00 $2. 987. 300 
Nonrecurring ; bie sdeul 191, 303 249, 000 249, 000 
—— aan 1 s Bea 
Performance cost..................-----.---] $2,813, 710 $3, 236, 300 $3, 236, 300 
Buying operations: 
All purchases (millions of dollars) - - $268. 7 $272.8 $314.0 + $41.2 
Unit cost (per $100). ......-.-..-.-- $1.44 $1.47 $1. 32 $0. 34 
Performance cost..............-- J $3, 880, 846 $4, 020, 600 $4, 159, 600 +-$139, 000 
Inspection operations 
All purchases (millions of dollars) -- $268. 7 $272.8 | $314.0 +$41.2 
Unit cost (per $100) ....--- . $0. 40 $0. 49 $0. 47 $0. 36 
Performance cost............- $1, 087,045 $1, 338, 700 $1, 488, 700 +-$150, 000 
Administrative operations | 
Total sales (millions of dollars) -_-__.-_- | $225.0 $300.0 | $325. 4 +-$25. 4 
Unit cost (per $100)_.._.--.- $1. 67 $1. 34 $1. 32 $1.07 
Performance cost $3, 764, 288 $4, 026, 800 $4, 209, SUL +- $273, 000 
Adjustment for administrative oper rations 169, 263 
Total obligations._.......-- as $17, 514, 596 $19, 884, 400 $20, 684, 400 +$800, 000 
1 Includes pay act increases effective for last 6 months onl 


2 Includes comparable availability for operations plus $1,077,090 pay increases. 


—_—_ 


A. Stor 


B. 
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SuppLy DIstTRIBUTION OPERATIONS 


Summary of workload, sales, purchasing and cost data 


— $$$ —$<—$—$——————————————————————————— 














— 
1959 
958 actus 
entage 1958 actual iat 
Tease Compar- Revised Change 
r 1958 | able 
ns, ee = Sa Ss Wi te «i 
A, Stores items (millions of dollars): | 
28 Purchases for direct delivery__..-...-.....-.---- $15.8 $22.0 I Picdhiccccttsctendctanei 
35 Net change in undelivered orders.........-....- —1,4 +1.4 +1.4 stn tsibaus 
44. 62 on een ate 
ne Sales by direct delivery...........---.-.------ _ M4 23 4} — 3.4 |... 
——__ Purchases for depot stocks_...........-.--..--.- 126.3 138.9 | 151.8 +$12. 9 
Net change in undelivered orders_....-......--- —7.1 +5.1 | +3.6 —1,5 
ROG Fh CIT, 0g Be tcnddinsennipeamabennee | —3.7 —10.9 | et eee 
¢ Fer at eit eel ee ee ee 
t otal Sales from depot stocks...........------.----- 115.5 | 133. 1 144.5 411.4 
y act | — = }— — = = = — = 
Same Purchases for fuel yard.........---------------- 5.0 | 8 | 5.8 |..---.------ 
tially eines On DRT ONGEY 8. ooo eanncneetieedane _- ee 3 | oy ts 3 bepontSnre --- 
aie Ronen Gath WO ss os iin iccncshdeeskaeren 5.2 5.5 5.5 oda - 
t the |= = ~ 
Wing Total sales (stores items) < 135. 1 162.0 | 173.4 | _—i.4 
Unit costs (per $100 of sales): | 
ering Cperetind CXPORNCE .. o<o- ccnsecsssadeubccee | $9. 52 $8. 97 | $8. 73 $5. 37 
vork. Space and related costs. -----.-----.--.-- | | a) 8 |------------ 
can Total unit cost (per $100 of sales) ........-. 11, 46 | 10.81 | 10. 45 5. 37 
| = | 3 = ———— 
nie Performance cost (by activities): 
rams ag ee ee eh eee $8, 760, 377 1$10, 249, 300 $10, 487,300 | +$238, 000 
| z = = == 
Storage and issue ies | 6,137,970 | 7, 262, 000 7,500,000 | +238, 000 
——. (6) Space and related costs_ 2 7, 300 2, 987, 300 


| 
(a) 

2. Buying operations 

3. Inspection operations 


4. Administrative operations 


9 
age Total perf rmance cost 
| Operating expenses ses cciehactndeicdiaio 12, 853, 468 
$11.4 | Space and related costs...........-- | 2,622, 407 
$2 : ; 
= B. Nonstores items (millions of dollars): 
38 000 Sales a aE ae $89. 9 
nee Ee Net change in undelivered orders_.........---- +31.7 | 
NR | si cctadetiad semmeinabbasiies | 121. 6 | 
= Unit cost (per $100 of purchases) ............ $1. 66 | 
ae | Performance cost (by activities): | | 
~ / 2. Buying operations c $1, 357, 395 
419 3. Inspection operations 283, 610 | 
$0) 34 4. Administrative operations 375, 676 | 
9, 000 Total performance cost_...-..... ----| 2,016, 681 
C. Total program (millions of dollars): 
41.2 lotal purchases : ; ested ciclen leat $268. 7 
$0, 36 Net change in undelivered orders cad aes —40, 2 
i Change in inventory —3.5 
0, 000 an : . 
Total sales (millions of dollars) .......- 2285. ( 
5. 4 Unit cost (per $100 of sales) biacegubitl asaaate ae 
51.07 a ; 
Total performance cost ‘ oapoacecaaasa|Gnd, 4m OO 
; 000 Add nonrecurring costs: Space adjustment pails 191, 30 
: Less difference between payments and actual ad- | 
ministrative operations cost..............-.--.... — 169, 263 
000 | ae ; ~ 
DORs GE, gc nin ccccdcoyccusndeddbiadbens 17, 514, 59 





| 


14, 523, 800 | 

2, 987, 300 
$138. 0 
—31.9 
106. 1 
$2. 00 


$1, 237, 900 
385, 700 
500, 700 


2, 124, 300 


$6. 55 


$19, 635, 400 


249, 000 


19, 884, 400 


2, 873, 000 


1, 009, 400 | 


3, 754, 100 





$152. 0 
—17.6 
134. 4 
$1. 72 


$1, 286, 600 | 


479, 300 
545, 700 


2, 311, 600 
$314. 0 
+22 6 
-11.2 
325. 4 


$6. 28 


$20, 435, 400 | 


249, 000 


20, 684, 400 


+56, 400 
+228, 000 


512, 700 


2, 700 


+$14.0 
+14.3 


+23. 8 
$0. 66 


-+-$48, 700 
+93, 600 
+45, 000 

+187, 300 


+1. 
—15 


+800, 000 
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Mr. Tuomas. Now you want to justify your increase in sales. That 
js on the bottom of page 2 showing that your sales of stores items in 
1958 came to $135,100,000. Your budget estimate for 1959 was based 
upon what? $163,400,000% Instead of that it looks like you are go- 
ing to get $173.4 million; is that correct / 

"Mr. Fuioere. That is correct, but that is not our total sales 

Mr. THomas. On your increase you want an additional amount for 
expenses of $800,000; is that correct ? 

Mr. Fuorre. That is what we are requesting, but the total sales is 
the line you should be looking at, I think. That jumps from $225 
million in 1958 to $325.4—— 

Mr. Tuomas. I am talking about the sales out of the stores. I am 
not talking about catalog sales and everything else. This includes 
the catalog at $325 million, does it not ? 

Mr. Meptry. No, sir; the total sales includes the stores items as well 
as the so-called direct-delivery items. 

Mr. Tuomas. What are your total sales, $173.4 million ? 

Mr. Meptey. That is correct for stores items only—— 

Mr. THomas. So it jumps up $28 million? 

Mr. Forte. That is 28 percent, not millions. 

Mr. TuHomas. About $11 million increase, not percentage. 

The way you arrive at your $800,000 increase, you break it down 
between stores operations, space and related costs, buying operations, 
inspection, administrative expense, and so forth, and then you add 
them all] up here. 

Could you get by with about $400,000, gentlemen, on that item ? 

Mr. Fuiorre. No, sir. 
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GENERAL Suprty Funp 

















_ 
Program and financing 
’ patient re, 
| 1959, pres- | 1959, revised ae 
| ently avail- | estimate 1959, increase Total x 
able Averag 
imibiibe Se ee ea Numb 
Program by activities: | Direct 
Operating costs: | 09 Eq 
1. Supply distribution: 
(a) Stores items__.............-. jicbcacbeuwe | $161, 500, 000 | $172, 900, 000 $11, 400, 000 Reimb: 
(6) Nonstores items___----_.... aan 3 110,000,000 | 124, 000, 000 14, 000, 000 ol Pet 
2. Motor pools_- | 10, 08 50, 000 10, 050, 000 |... 7 
3. Rehabilitation and repair of furniture and equip- “oy 
ment. 2 La | 1,000,000} 1,000,000}... 
4. Equipment rental....-..---.------- | 252, 000 | 252, 000 ae 
Total operating costs. shdbbusa | 282, 8 802, 000 308, 2n2, 000 | a, 400, 090 02 Tr 
Depreciation included above (—)-_-.. | 2,253,000 | —2, 253,000 |__. 03 Tr 
hence . . tnt tthe 04 Co 
Total operating costs, funded ----.-.-. ieitintih | 280, 549, 000 | 305,949, 000 | 5, 400, 000 0, 000 05 Re 
= = = 06 Pr 
Capital outlay ; | 07 Ot 
1. Supply distribution: (a) Stores items: Acquisition | | 
of materials handling and laboratory equipment _--_. 650, 000 | OK, 000 F553 LEE & 
2. Motor pools | os Su 
Acquisition of motor vehicles | 9, 752, 000 9, 752, 000 | iis S | 
Less property transferred in without charge .--| —1,800,000 | —1, 800,000 | : id 1 Gr 
at pcan , 18 Re 
Net capital outlay, motor vehicles__.........- 7, 952, 000 | 7, 952,000 j.......-... : we2 
Acquisition of equipment.-.-..............-. 100, 000 | 100, 000 vi 
Total Caples CUNO in dence odo biktcdacssocane 8, 702, 000 &, 703. O00. 2... «sccauch Pe. 
Total progre am costs, funded | 289, 251,000 | 314, 651, 000 | 25, 400, 000 \ 
6. Relation of costs to obligations: C« sts financed from | | 
obligations of other years, net 23, 961, 655 17, 661, 655 6, 300, 000 
vee 07 OV 
Total program (obligations) -_-.---- - . 265, 289, 345 296, 989, 345 | 31, 700, 000 
Financing: o Costs 
SN ipentecsescmumnvosss , swbenean 6, 250, 000 21, 250, 000 -+-15, 000, 000 
Revenue and receipts: | | | 
Sale of goods i abies 272,000,000 | 297,400,000 | +25, 400, 000 
Sale of services.._._-. | 11, 402, 000 |} 11, 402, 000 | ws 
Increase or decrease (—) in acce ait d orders on hand. — 24, 209,795 | —19, 609, 795 | +-4, 600, 000 | 
Sale of equipment_.........-.-- eeeiaae ae ; 623 | 850, 623 | 
Other revenue... .....-.-.. AS. cee 1, 800, 000 | 1, 800, 000 cicada 
Total amounts becoming available---._- ee | 268, 092, 828 | 313, 092, 828 + 45, 000, 000 
Unobligated balance brought forward---........-.-- —1, 653, 913 | —1, 653,913 
Total amounts available. _-_--- 266, 438, 915 > | 311, 438, 915 +45, 000, 00 000 
Capital transfer (payment of earnings to Tre asury) (—)--.] 2, 171, 852 —% 171, 852 | 
Unobligated balance carried forward ......--- ‘ ad ; 1,022, 282 | —12, 277, 718 —13, 300, 0, 000 


Financing applied to program..................---.--.-- | 265, 289, ‘345 | 296, 989, 345 | “4 31, 700, 0, 000 
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) 
, 
Object classification 
—_—_——  — eS 
1959, pres- | 1959, revised 
ently avail- estimate 1959, increase 
able 
— | 
rease Total number of permanent positions__...........--------- os 486 | 
average number of all employees. ........-.....-.----------.. 425 
Number of employees at end of year............-.-....----22- 486 | 
Sa ' ——— — — 
Direct costs: 4 i 
OF GMOS. . oi cn nsccecesececdececncste wececeenceceeeee-| $8,702,000 | $8,702,000 |--...:.....<. é 
= = —— = = — ————— 
0, 000 Reimbursable costs: 
0 01 Personal services: r | oe 
0, 09 I > ies sgelibwininamnietieimcad | 2, 258, 300 | 2, 258, 300 
en Other personal services... ......... 2-2 -5..- pes cn sccens 8, 700 | 
if. Excess of annual leave earned over leave taken_....... 6, 800 
hi Total personal services.............---..2202 cess | 2, 273, 800 2, 278; 800 | oc. . cusccaccas 
), 000 OR ICR. So 5a cals Linen Sedans bac bal dsbbicsé cu aodeseiee 50, 000 | RD anche ain taetiete 
fe ee ee aaa | 12, 100 eye eee ea 
-. 04 Communication services_..............-------2..- sete 45,000 | 6, OG | sci cscs 4 
. 05 Rents and utility services_......... ebbd dbbLJacd tied 200, 000 | 200, 000 [ida cecesees ant 
mies 06. Printing and reproduction....................-....-.-.... 24, 000 | 2 OUO Nicer nn agtpesy ” 
07 Other contractual services. ._.....__- ee ae 1, 904, 000 | 1, 904, 000 Se . 
Payment to “‘ Administrative operations fund’’_______- 382, 800 | OR, 900 9.5 aC i " 
E : Services performed by other agencies__........_....... | 200, 000 200,000 |.......... an 
: 08 Supplies and materials . 4b ities Goede shel 3, 000, 000 ee 
= Materials supplied to other agencies --| 271, 500, 000 296, 900,000 | $25, 400, 000 
i a 11 Grants, subsidies, and contributions. __. 7 - 147, 300 147, 30D |... 2 bekeset 
apis } 18 Refunds, awards, and indemnities__._-___- wonnnen-| 5, 000 | 5,000 |.....-- Jiboe 
e: 15 Taxes and assessments__.......-. i dni le sates ncenaias tint ---| 5, 000 5, 000 |------ ae 
[aie Total reimbursable costs... Z scocsnan! Beaten OOo 305, 149, 000 | 25, 400, 000 
Total costs, General Services Administration...........| 288, 451,000 | 313,851, 000 | 25, 400, 000 
ALLOCATION TO DEPARTMENT OF INTERIOR 
Sead 07 Other contractual services Rctinte iacole © Saale pein tetiae 800, 000 800, 000 ara ae ae 
, 000 _ eee 
— Co a eee ee slestdiesietileniaiaibhiasiebuiadntedieicadsdmam aba 289, 251, 000 314, 651, 000 | 25, 400, 000 
Costs financed from obligations of other years, net (—)__._.___ — 23, 961, 655 | —17, 661, 655 6, 300, 000 
, 000 . ee sie ee oe ae 
| OO SUNOS, ohh ida c cchecoesaetiacobuinnmcbe | 265, 289, 345 296, 989, 345 31, 700, 000 
, 000 : 
—————— 
, 000 | 
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Mr. Tuomas. Next is the “General supply fund.” Perhaps 
should put in pages 11 and 12, at this point. 
(The pages follow :) 


we 


GENERAL Suprpry FUND 
APPROPRIATION LANGUAGE 


“To increase the general supply fund established by the Federal Property anq 
Administrative Services Act of 1949, as amended (5 U.S.C. 630g), $15,000,000.” 


GENERAL STATEMENT 


“This proposed supplemental appropriation is to supply additional capital for 
the general supply fund to provide adequate financing for increased sales and 
services to Federal agencies.” (Quoted from H. Doc. 58.) 

A national supply depot system and a system of ordering supplies for direct 
delivery to agencies is financed from this fund on a reimbursable basis. Sup- 
plies or services are sold from the fund at cost to other agencies or the District 
of Columbia. Expenses for operating the fund for these purposes are provided 
for under the appropriation “Expenses, supply distribution” (5 U.S.C, 630g). 

Also financed by the fund and reimbursed by the using agencies are operations 
of interagency motor pools which have been established in areas of high vehicle 
density. 

This supplemental estimate is geared to an increase of $25.4 million sales 
through the fund in 1959, now estimated to total $308.8 million. Comparative 
data follows: 

{In millions of dollars} 

















1958 = — 
actual 
Original | Revised | Change 
Sales program under eee, supply distribution”’: 
Stores items gace ~Vemuieedvnbe 135. 1 162.0 +11.4 
Nonstores items.. a s 90.0 138. 0 +14.0 
Subtvtal ......-. a 225. 1 300. 0 +25.4 
Add motr pols, shops and miscelianesus sales which incur ne 
costs from “‘Expenses, supply distribution” 8.4 16). 6 18:4)... 
a Se 233. 5 311.4 +25.4 
Deduct portion of direct delivery sales for w hich payments to 
suppliers are made by or jering agencies thereby obviating 
I niunheivintteniannanbrt | —29.5 —28.0} —28.0 |.......... 
Net total sales affecting GSF as reflected in data which | | 
dh ticinikshssinatpateniotetetainerns eetvslaaaio - ceiesiaedehisiatiieietetisaneaaneia 204.0 283. 4 308. 8 +25.4 


JUSTIFICATION 


The increased requirement of $15 million in appropriated capital is based on 
the expanded supply distribution sales program and limiting advances from 
customer agencies to the maximum practical level. Experience to date clearly 
indicates the impracticability of depending on customer advances of as much as 
$24.1 million, the extent made necessary by the expanded sales program. Diff- 
culty in securing advances, in excess of the $9.1 million reflected in the supporting 
statements, coupled with agencies’ conditions requiring “return on demand,” 
point up the uncertainties of maintaining a liquid financial condition in a fund 
which is not now provided with sufficient appropriated capital. 
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Analyses of capital requirements follow : 


[In millions of dollars} 








Ae 
1959 1959, revised Change 
Cash on hand_.._........- tds dh occentabtnt biti. 10.0 tf eae serey oO 
PMA COCUTODIC. ..nKicsyyeetianeqsdeus~peors ae 7 ae 46,6 50.8 +4.2 
RL Sa cis nat cnc dddengs vam pitnsen senna keke : 51.0 | BBO 4 Sisk Se 
MEEOG GUOIBOS, O86. 5 jas 5 fs. 55 8G 555 5s bert e- ess .| 3} Sa cee a ee 
Equipment: | 
muauer Wem skit ei a Si ce dtE ee 17.9 | RF: @ tsat dct 
Ere. a wpereee tbo an 2.0 et haan paiiae 
Accounts payable: 
OLE ER RET ET OD solkabsaividliatitiaiele ied —16.4 —17.8 —1.4 
Advances from other agencies....._.-....-.---.-----------| —21.3 —9.1 | +-12.2 
Donated assets................-.-. Gath eT bb ithe aes —6.9 Otis eee. 
Retained earnings. - - - SUshewecacbehveccupuuntnheeketebieal —2.4 DE cree cide ile 
hess bakes i bodicmbpdp scien 
Appropriated capital required... ................--.---- 80, 8 95. 8 | +15.0 


In computing the foregoing requirements the usual factors of 60 days for 
receivables (45 days billed and 15 days unbilled) and 20 days for payables 
were used. Inventory was based on minimum requirements to maintain necessary 
balance between orders received and stock capacity to fill such orders promptly. 

Detail comparison of invested capital is set forth on the next page. 

Mr. Tuomas. How much money do you have in the supply fund 
now? How much has been appropriated ? 

Mr. Meptey. $80,750,000. 

Mr. Tuomas. That does not include this $15 million you want now? 

Mr. Meptey. No, sir. 

Mr. Tuomas. What do you finance with that $80 million ? 

Mr. Meptey. There is a table on page 12 which breaks it down as 
to how we originally expected 
Mr. Tuomas. We have already put page 12 in the record, but what 
I want to get now is how you finance or what you finance with this 
$80 million on your sales program, your motor pool, stores inventories, 

and accounts receivable. Anything else? 

Mr. Meptey. No, sir. 

Mr. Tuomas. That is enough, is it not? 

Mr. Meptry. Yes, sir. 

Mr. Tuomas. You mean that you have $10 million cash on hand 
now ¢ 

Mr. Meptey. No; that is the projected estimate at the end of the 
year for both the original and revised program for 1959. 

Mr. Tuomas. Under “Accounts receivable,” $46.6 million original 
and $50.8 million revised; inventories, $51 million for both. 

If your customer agencies pay you in 30 days, you would not need 
that $15 million additional, would you? 

Mr. Meptey. Substantially, Mr. Chairman. This _ estimate 
reall y—— 

Mr. Tuomas. Your customers that you are selling to on credit are 
the various agencies of the Federal Government. “They have their 
appropriated funds and all they have to do is pay you in 30 days, or 
2 weeks, and you do not need any more money; is that right? 

Mr. Fioere. They do not doit. 

Mr. Tuomas. Did not the Bureau of the Budget touch them up for 
you? Didthat do any good? 





37458—59 16 
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Mr. Meptry. We had hoped it would do some good in Defense. 
Recently they agreed to pay us on the basis of constructive receipts, 

Mr. THomas. Suppose we let you have about $7 or $8 million; would 
that keep you current? 

Mr. Meptry. The problem is that we have secured these advances 
from other agencies, notably the military. We have $15 million from 
the Air Force, $3 million from Navy, and $2 million from the Army. 
We have secured those advances under the commitment that he wil] 
return the money in June so they will have the money to carry forward 
to pay their own bills in succeeding months. 
pressed to return those advances. 

Mr. Tuomas. You will have bills receivable of $51 million at the 
end of the year, will you not? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. How old will they be? 

Mr. Mepiry. Roughly, 60 days. 

Mr. Tuomas. Is that not the same when these agencies have this 
money and all they have to do is to write a check and it takes them 60 
days to write you a check? 

You know that in private industry the credit department will say, 
“Dear Mr. Jones, we love you and your business, but you are 2 hours 
late. Please remit.” 

Do you ever write your customers like that? 

Mr. Mepiry. Yes, sir. 

Mr. Tuomas. What do they write you back? 

Off the record. 

(Discussion off the record.) 

Mr. Tuomas. On the record. 

Mr. Mepiry. Mr. Chairman, all Government agencies give prefer- 

ence to their own bills from private vendors. We have utilized every 


technique we can think of but they just pay the private vendors first 
and us second. 


We are going to be hard 


SALARIES AND EXpEeNseEs, OFFIce oF ADMINISTRATION 


Program and financing 











| 1959, pres- 1959, revised | 
ently avail- | estimate 1959, increase 

able | 

| | 
SER peter a 

Program by activities: 
1. Executive direction. .....-......- BRIN vatiiewotniend ieee $213, 600 | $213, 600 | a 
2. Allowances and office facilities for former Presidents__-_. 100, 000 160, 000 $60, 000 
Supplemental required for pay increases - - -- —13, 600 | | 13, 600 
Total obligations. _ ..- Medea ‘ a : .| 300, 000 373, 600 73, 600 
Financing: Appropriation (new obligational authority) - 300, 000 373, 600 73, 600 
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Object classification 

















| 
1959, pres- | 1959, revised 
ently avail- estimate 1959, increase 
able 
bd iad ons aa 
Total number of permanent positions !_......-.--------------- 20 9D tits. sla 
Average number of all employees !-_.-.-..---.---------------- 20 0 hs oc maedneniiaie 
Number of employees at end of year !_-.--.--..--------------- 20 OO Ps iste d. . 502 
(1 Personal services: 
OP MGNES TREELMNID S35 no mm = enw coc ccanucseaeudesed $178, 712 SITAR PIB lees. 4 ci 
Positions other than permanent............--..--.--- 44, 500 74, 000 $29, 500 
Other personal services. ...< ~~. 4-i66.00-5--..-..2..- 2, 788 Uy Renna t tes 
Total personal services.......22 2-28 ioe ccc se sete 226, 000 | 255, 500 29, 500 
SOGOGE ok Saeki eure ad wo adn 5b ik deL aL dk seueses 7, 000 Ei castes 
(4 Communication services 7 ea clndiece sierra ane 5, 300 | 6, 000 700 
06 Printing and reproduction...-.....--.-.------- se indeed 2, 900 | OOD Tid cvcsacdads 
@7 Other contractual sérvices. - - -....-..-.--.--2.6s0---see-e. 12, 300 17, 000 4,7 
Services performed by other agencies...........--.-....- 800 SO Bde s dln lian 
08 Supplies and materials_........ sain isn eclilaiatieedeia tin Sangin 1, 200 | Be Re 
09 Equipment-----_-.- fee haar oh peg re ie Sears tieecenininenene 7, 000 TOGO lelasosdbbannt 
11 Grants, subsidies, and contributions._........--...--.... 14, 300 | 16, 400 2,100 
72 Pensions, annuities, and insurance claims....-............ 36, 500 | 59, 500 23, 000 
i (ROR OG MUUURRIIOTIES. .. .<. n0snc doco tsetse -babqndae-sepscan 300 | en he eee 
Supplemental required for pay increases... .........-----------| +15, 000! |o.5- 54. sas 13, 600 
Motel CUMING i. isc ind: acta cil bdahn sind abe cBewees 300, 000 | 373, 600 73, 600 








1 Excludes staff for offices of former Presidents. 


Average salaries and grades 








| 1957 1958 1959 





Average GS grade an@ Salary c. < ccccccncccncvecwcesscevceenee- 8.0 $6,485 | 8.9 $6,928 | 8.9 $7, 704 











Mr. Tuomas. We will put in page 23 at this point in the record. 
This is for the Office of the Administrator, for additional amount in 
the order of $73,600. 

This appropriates $73,600: $13,600 for pay increases and $60,000 
to finance the allowances and office facilities for former Presidents 
and pensions for widows of former Presidents, as authorized by Public 
Law 85-745. 

(The page is as follows :) 


SALARIES AND EXPENSES, OFFICE OF ADMINISTRATOR 
APPROPRIATION LANGUAGE 


“For an additional amount for ‘Salaries and expenses, Office of Administra- 
tor’, including expenses of carrying out the provisions of the Act of August 25, 
1958 (72 Stat. 838), $73,600.” 


GENERAL STATEMENT 


“This proposed supplemental appropriation includes $13,600 for the cost 
of pay increases pursuant to Public Law 85-462, and $60,000 for the cost of 
allowances and office facilities for former Presidents and pensions for widows 
of former Presidents under Public Law 85-745. 

“On September 19, 1958, this appropriation was apportioned, pursuant to 
section 3679 of the Revised Statutes, as amended (31 U.S.C. 665), on a basis 
which indicated a necessity for a supplemental estimate. This action was re- 
ported to the Congress by the Director of the Bureau of the Budget on that 
date.” (Quoted from H. Doc. 58.) 
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JUSTIFICATION 


(1) Cost of salary increases (classified employment) , $13,600 

The Federal Employees Salary Increase Act of 1958 was approved June 20, 
1958, too late to be reflected in the annual appropriation for 1959. The jp- 
creased cost during 1959 due to that act consists of $12,770 for payroll costs and 
$830 for payments to the retirement fund. 


(2) Allowances and office facilities for former Presidents, $60,000 

Public Law 85-745, approved August 25, 1958, authorized allowances, office 
staff, office space furnished and equipped, and mailing privileges for former 
Presidents and pensions for widows of former Presidents. The Independent 
Offices Appropriation Act, 1959 included $100,000 toward meeting this expense 
under the head “Salaries and Expenses, Office of Administrator,’ GSA. This 
amount was inserted by the Congress just before the act was passed without 
benefit of detailed estimates from GSA. 

Now that arrangements as to staff, quarters, furnishings and other details 
have been concluded, it is estimated that costs will be $160,000 for the period 
August 25, 1958, to June 30, 1959. The 100,000 available will be exhausted 
about the end of March 1959. This supplemental covers the $60,000 required 
for expenses during the remainder of the year. It is important that funds be 
made available as soon as possible to avoid delay in making regular monthly 
payments of allowances, pensions, salaries, and rent. 

The cost during about 10 months of 1959 is estimated to be as follows: 


(a) Allowances and pensions: 
Allowances, 2 former Presidents, at $25,000 per 


I ar ai sascha tikes iain h aniabicce eons phe ai $42, 500 
Pensions, 2 widows of former Presidents, at 
Nila tie cha sacl dabi bcaseh inerabanernteeamenteecoomioen 17, 000 
Ne ~-------.... —— $59, 500 
(b) Office staff and facilities: 
nnn MUNI III is ccceeemnensem erent 74, 000 
EE EN SB SS ee 4, 800 
a  cotnbsesbiepirlngesbinncweemn 13, 000 
I Ch eS es ee he 7, 000 
I i sea ccperen ite finance epetneyaonin ts 1, 700 
cts ea a Seah ke blatenests ents etary ~~ 100, 500 
nn eenermeen Wee Oh ee CU Se 160, 000 
Less appropriation provided in annual IOA Act__---___----__-__--_- 100, 000 
Supplemental appropriation required__._.._-_-____-___-----__. 60, 000 


ALLOWANCES AND OFFICE FACILITIES FOR FORMER PRESIDENTS 


Mr. THomas. You have an allowance for office facilities for former 
Presidents, $60,000. 

Let-me read that law, or paraphrase it, which says, in effect, it au- 
thorizes an allowance for office staff, office space, furnished, mailing 
privileges, and so on. 

The Independent Offices Act last year included $100,000 for meet- 
ing this expense, which amount was inserted by the Congress just be- 
fore the act passed. 

What it all comes down to is that $100,000 is not enough and you 
need $160,000; is that right ? ; 

Mr. Meptey. Yes. 

Mr. Froere. $60,000 additional. 

Mr. THomas. The total should be $160,000. Now you are seeking 
the $60.000 additional ? 

Mr. Frorre. That is correct. 


Mr. Tuomas. You have two widows of two Presidents now? That 
is how much ? 
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Mr. Fiorre. $20,000 for the full year, and $17,000 for the part of 
the year since August 28, 1958. 
e2, | Mr. Tuomas. What about your two former Presidents and their 
e in | gllowances? How do you break down the allowances for the two 
and) Presidents? You have it set up here as $42,500 ? 
Mr. Frorte. That is equally between them. 
Mr. Tuomas. The two come to $42,500? 


“en Mr. Fuoere. Yes. natn 

aod Mr. Tuomas. How do you break down office staff facilities? You 
ense have $74,000, salaries of office staff. 
This Mr. Meptey. All of these figures are on a 10-month basis. A brief 
hout résumé where we stand is as follows: 


Out of $100,000 appropriated at the end of February we will have 
riod obligated approximately $89,590, leaving a balance of some $10,000. 
sted Mr. Tuomas. Off the record. 

| (Discussion off the record. ) 




















a Mr. Tuomas. Please supply that information for the record. 
, Did both of them indicate they would accept their pension money ? 
Mr. Meptry. They are both receiving their pension money. 
(The material requested follows :) 
Allowances and office facilities for former presidents 
500 Obligations 
— 
| Estimated 
Actual, |___ wolilnenis noe —tap ities 
Aug. 25, 1958- 
| Jan. 31, 1959 |Aug. 25, 1958-) Aug. 25, 1958- 
| Feb. 28, 1959 | June 30, 1959 
Se rr rr Te 
500 Allowances and pensions (transferred to Treasury): 
IN ne eee aN $10, 819 | $12, 902 | $21, 250 
oa Mr. Truman Bibi Llc lead de AGES 10, 819 | 12, 902 | 21, 250 
0 I et 4,327 | 5, 160 | 8, 506 
100) Mrs. Roosevelt L d de caas aber 4, 327 5, 160 8, 500 
re 30, 292 | 3h, 124 | 59, 500 
0 seas eS |— SS —_—== 
Office staff | | 
Mr. Hoover _ ee spies 17, 910 | 21, 528 | 37, 230 
Mr. Truman fia i : : alison eT 16, 825 | 19, 868 33, 100 
Office space: Mr. Hoover.._..-..---- stb egntiieiteg eiecdameaten 6, 550 | 7, 800 13, 120 
Office equipment: 
er Mr. Hoover.....-..---- Sisk kb ela cdinctenchetato So 3, 812 | 3, 812 5, 000 
Es PRUNE. Sn cumnnenw oad obi alis stiaenaaiaaael  lendidsciimepesitl 452 452 2, 000 
Postage fees | 
de eee ee cvs rete eieean aie area mere ere 0 | 0 900 
u- Mr. Truman a ' cata aietenianancaiiie 0 0 800 
ig Contingencies : atthe: ate clean eligi ptidakadne oc eeenaee 0 0 | 8, 300 
italic Rvigs cilia Ab hdteveinabtacnminaesmenientiibinn 45, 549 | 53, 460 | 100, 500 
t- Grand total.........--.----- vane ciubsocoepneret ~) hea 39,584 | 160, 000 
e- Iara odeciheiie aes nenngaanecnlcateaiaal ; nal 
u Mr. Tuomas. You do not know whether they are cashing their 


checks or returning them to the Treasury ? 
Mr. Fioere. Mr. Hoover is accepting the money, but is turning over 
to charity the net amount after taxes. 
y Mr. THomas. You mean he is paying taxes on it ? 
Mr. Fuoete. Yes, sir. I think that was a ruling out of the Treasury 
| Department, Internal Revenue. 
t Mr. THomas. They are making them pay taxes on it ? 
Mr. Fvoere. Yes, sir. 
Mr. Tuomas. Any further questions, gentlemen ? 
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OFFICE FURNITURE FOR OTHER AGENCIES 


Mr. Rooney. I should like to inquire with regard to a matter that 
has come up in the Subcommittee on Appropriations for the Depart. 
ments of State and Justice, the judiciary, and related agencies, 

For instance, with regard to the Federal judiciary, we found that 
a number of services they have previously enjoyed, and which were 
appropriated to GSA through the instant bill—through the GSA 
bill—are this year presented for payment to the State and Justice 
subcommittee. 

Do you have the figures with regard to this? 

Mr. Fiorre. Are you referring to furniture or real property or 
construction ? 

Mr. Roonry. Everything; furniture, office space, and so forth. 

Mr. Meptey. Mr. Rooney, the only item for which there was any 
change was on the citer ut alles furniture. The current situation 
is somewhat confused. In the District of Columbia, agencies are re- 
quired to pay for their own furniture in both Government-owned and 
leased space. 

Outside of the District of Columbia, the agencies budget for their 
own furniture in leased space, but in Government-owned space GSA 
was paying for the furniture. 

The Budget Bureau consulted with us and advanced the proposition 
that it would be more logical if we went that extra step insofar as 
financing furniture in Government-owned space outside of the Dis- 
trict of Columbia was concerned. To make it uniform, it was so de- 
cided by the Bureau of the Budget, and GS. \ so notified the agencies 
of the Budget Bureau’s request that henceforth they would budget for 
their furniture requirements in Government-owned space outside of 
the District of Columbia as well as inside. 

Mr. Rooney. Did you inform the agencies to which I directed your 
attention as to the amounts carried in your budget for that? 

Mr. Meptey. There were consultations with some agencies, I be- 
lieve, by the Public Buildings Service, but I cannot answer your 
question categorically. 

Mr. Rooney. Do you havethe figures! 

Mr. Meptey. In total the GSA estimate was decreased some 
$450,000. 

Mr. Roonry. Why we had one branch that wanted more than that 
to carry on in 1960. 

When you say $450,000, to what agency does that ap ply? 

Mr. Meptey. It applies to all agencies except GSA. I do not have 
those details with me, Mr. Rooney. 

Mr. Rooney. Does that apply to all of these? 

Mr. Mepuey. Yes. 

Mr. Rooney. All the way across the Government? 

Mr. Meptey. It was the same amount that GSA budgeted in 1959 
for other agencies in Government for furniture in Government-owned 
space outside of the District of Columbia. 

Mr. Rooney. Did you deduct that amount from your 1960 budget? 

Mr. Meptey. Yes, sir. 

Mr. Rooney. For GSA? 

Mr. Meptey. Yes, sir. 

Mr. Rooney. Exactly that amount? 

Mr. Mepiey. Yes, sir. 
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Mr. Rooney. Do you havea breakdown of that amount? 

Mr. Meptey. Not with me; no, sir. 

Mr. Roonry. Will you please submit for this record a breakdown of 
that $450,000 figure which will indicate the amounts, agency by 
agency # 

Mr. Meptey. We will do our best; yes, sir. 

(The following material was furnished for the record :) 


STATEMENT WITH RESPECT TO FURNITURE AND FURNISHINGS PURCHASES 


During the past several years executive policy with respect to financing furni- 
ture and furnishings required by Federal agencies has been inconsistent. For 
puildings located in the District of Columbia, each agency budgeted for all of 
its own furniture requirements. For buildings located outside the District of 
Columbia, the respective agencies budgeted only for furniture requirements in 
leased space. Within limited funds available to it, GSA provided without 
cost to the agencies minimum furniture requirements in Government-owned 
space outside the District of Columbia. 

The new policy announced last fall to be effective beginning with fiscal year 
1960, removed this inconsistency. It has the effect of requiring each agency to 
pudget for its total furniture requirements whether in or outside the District 
of Columbia and in both leased and Government-owned buildings. 

Because of limited availability of funds, GSA has not been able to satisfy all 
needs of the agencies and has met only the most critical needs of agencies in 
Government-owned space outside the District of Columbia. Purchases are 
closely regulated and funds are released only on a case-by-case basis as critical 
needs arise. Accordingly, the amount available in 1959 for this purpose has 
not been budgeted in advance by agency, 

There follows a summary of purchases from 1955 through 1958, and budgeted 
provisions for 1959 and 1960. Data reflect total GSA purchases for regular 
operations segregated where available between its own internal requirements 
and those provided for other agencies. Purchases of furniture for initially 
equipping newly constructed buildings is excluded from consideration here. 


| 


1955 | 1956 1957 | 1958 1959 1960 
GSA’s internal needs | (‘) ) $60, 132 | $131,295 | $100, 000 $100, 000 
Cafeteria equipment , | (4) (4) 100, 000°} 300, 000 150, 000 | 150, 000 
Other agencies hae : (') (*) 498, 866 861,453 | 450,000 


| pesca lla i f 
Total. . ws | $245, 706 | $466, 268 659, 998 |1, 292, 748 700, 000 250, 000 
| 


1 Breakdown not available, 


Purchases in 1958 exceeded the average annual level because of (1) a buildup of 
critical requirements unfilled from prior years and (2) circumstances which 
enabled us to reprogram other operations financed from the same appropriation. 
Cost of purchases of furniture in 1958 for other agencies by agency follows: 


Agriculture Department —__~~- i ce le Be a a $47, 336 
Pe PONE END © INET RII cas cescicesse cennncnipaecanintomaneccneccinombeimenpergrasepepapernserss encase .-. 20,348 
Commerce Department ___-__---__---- ase ee abe eae tna redeem tse heb 14, 879 
penn Onnn LOC. 5. Ser A kt ers ee ee a ee Eee 14, 632 
Defense Department... aotand ice bis- 95h debs eee ede 20, 410 
ON CI i ceed wii at chesteseaerse Sela gece aioe daha! sar tilaese euseg OCR aiid oe 294, 581 
Federal Mediation and Conciliation Service___..___.__--_____________ 2, 540 
E2GPOTA] A CCOUIUTINE Cac ce ees rte eee en is neeennons 10, 526 
Health, Education, and Welfare Department ______.-_.....--__________ 15, 725 
Housing and Home Finance Agenmeesioc 5 eek 887 
RUICOIOT: AACWATEM CR i ass. tpi hic cide dn - one seen meade ok * 11, 731 
San TU ee es 
I es eek ticeieia! wien elie eee 4, 075 
CRIT 0 I eee slid i etenatcbtoneg ewes 45, 068 
Selective Service System_____- Heraeus Ab take abla eke Ath th hid nah te ob end 390 
DiMmall Dusimess “A elise VaR ss cis sis os si diets rigid 1, 527 
TAS, TN a Breet cruncinniansip shinies saeenhin tiadoeeebiansieipdibivnmis 269, 595 


ee 861, 453 
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Mr. Roonry. The taxpayer is not saving any money by this abra- 
cadabra, is he ? 

Mr. Meptey. I cannot answer that question, Mr. Rooney, although 
I do think that there is'some merit in this method because then it gets 
all of the furniture requirements in each agency’s budget, rather than 
having a part of them in their budget and 

Mr. Rooney. If your budget goes up, where does the taxpayer save 
any money ? 

r. Meptey. Our budget for furniture is coming down, sir, to the 

extent of $450,000. 

Mr. Rooney. What is your 1960 request in this regard ? 

Mr. Mepuey. $2,191,300 as compared to $2,641,300 in 1959. 

Mr. Rooney. Is that exactly the difference between those two fig. 
ures to which we just referred, $450,000 ¢ 

Mr. Meptry. Yes, sir. 

Mr. Rooney. This gets more interesting. 

That is all. 

Mr. Tuomas. Mr. Boland ? 

Mr. Botanp. No questions. 





THE ADMINISTRATION OF GENERAL SERVICES 


Mr. Tuomas. Mr. Jensen ? 

Mr. Jensen. Mr. Chairman, I think that I should not let this op- 
portunity pass without saying that this is the first time I have had the 
privilege and the pleasure of sitting across the table, in committee, 
with my good friend, Mr. Floete. 

Mr. Floete came to this job from Iowa. He is what we call out 
there a hard-headed businessman and he was a banker, you know. 

Mr. Tuomas. He was? 

Mr. Jensen. Yes. 

Mr. Fvioere. I have lived that down long ago. 

Mr. Tuomas. We worked with him a pretty long time and have 
worked cheerfully. 

Mr. JensEN. He had the reputation, I understand, of being a pretty 
conservative banker. He watched the depositors’ pennies pretty care- 
fully and I think he is carrying on here to a very great degree along 
that same line. 

I can only say that I am glad he is on the job and I know he is doing 
a good job. 

It isa pleasure, Mr. Floete, to be with you today. 

Mr. Tuomas. We like him, too. 

Mr. Fioete. That is very nice except that I was a banker so many 
years ago that I have lost all of the attributes. 


COMPARISON WITH VA STORES OPERATIONS 


Mr. Jonas. I have one brief statement. 

Mr. Floete, the Veterans’ Administration people were before the 
Independent Offices Subcommittee a few weeks ago and you people 
will be before that subcommittee soon. Between now and then I 
thought you ought to know what the VA people said about the com- 
parison between your costs in store operations and theirs. 

They say they are at least 2 percentage points under GSA in costs. 
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Mr. Fuiorre. Costs of products or operation ? 

Mr. Jonas. Operations. 

I am sorry Mr. Bean is not here but you might take that word to 
him because if he comes before the subcommittee when you people are 
there, we will probably want to ask him some questions about that. 

Mr. Fuorre. Thank you. 

Mr. Tuomas. Thank you, gentlemen. 

Come back to see us again. 


WEpNEsDAY, Fesruary 25, 1959. 


DEPARTMENT OF DEFENSE 


WITNESSES 


J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE, ADMINISTRATIVE 
SERVICES DIVISION, OSD 

CAPT. J. S. BARLEON, JR., DIRECTOR, PLANS DIVISION, BUREAU OF 
NAVAL PERSONNEL, DEPARTMENT OF THE NAVY 

LEROY J. SPENCE, MILITARY PERSONNEL OFFICER, OFFICE OF 
DIRECTOR OF PERSONNEL PLANNING, DEPARTMENT OF THE 
AIR FORCE 

CARROLL W. AUSTIN, BUDGET OFFICER, BUDGET AND FINANCE 
BRANCH, ADMINISTRATIVE SERVICES DIVISION, OSD 


RetrreD Pay 


Program and financing 





1959, pres- 1959, revised 








| ently avail- estimate 1959, increase 
| able 

Program by activities: 
i amma ne kek ol ETD eee .-.---| $363, 535, 000 | $366, 960, 000 $3, 425, 000 
2. Temporary disability ---._.-- - ; pba ele ws 25, 340, 000 25, 415, 000 | 75, 000 
3. Permanent disability.... .- es dialacenbiwscla Stepan tien | 196, 500, 000 197, 225, 000 | 725, 000 
ay 1 | eae eee ae ppitestaetok | 52,725,000 53, 500, 000 775, 000 
5, BUPVEVOTS DENOTE... cc cwcenesccdcceun Sea 1, 900, 000 1, 209, 000 a 
Total obligations._..........-_- i. = _...| 640,000,000 | 645, 000, 000 5, 090, 000 
Financing: Appropriation (new obligational authority) - -- 640, 000,000 | 645, 000, 000 5, 000, 000 





Object classification 


1959, pres- | 1959, revised 





ently avail- estimate 1959, increase 
able 
12 Pensions, annuities, and insurance claims__..............- | $640, 000, 000 | $645, 000, 000 $5, 000, 000 


Mr. Tuomas. Gentlemen, will the committee please come to order? 
| We have with us this morning the Department of Defense and we 
| are delighted to have some of our friends of many years’ standing 

with us again. 
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For instance, we have our distinguished friend, Mr. Wylie, Direc. 
tor, Budget and Finance, Administrative Services Division, OSD: 
Capt. J. S. Barleon, Jr., Director, Plans Division, Bureau of Naval 
Personnel, Department of the Navy; Leroy J. Spence, Military Per. 
sonnel Officer, Office of Director of Personnel Planning, Department 
of the Air Force; and Carroll W. Austin, Budget Officer, Budget and 
Finance Branch, Administrative Services Division, OSD. 

Mr. Wylie, do you have a statement for us? 

Mr. Wyte. Yes, sir; Ido. Would you like for me to read it? 

Mr. Tuomas. Go ahead, Mr. Wylie. 


GENERAL STATEMENT 


Mr. Wyum. Mr. Chairman and members of the committee, I appre- 
ciate this opportunity to appear before you today to present. this 
brief statement regarding the additional requirement for fiscal year 
1959 for the appropriation “Retired pay, Department of Defense.” 
This appropriation provides for (1) the pay of retired military per- 
sonnel on the retired lists of the Army, Navy, Marine Corps and 
Air Force, (2) the retainer pay of members of the Navy and Marine 
Corps Fleet Reserves, and (3) payments to eligible survivors pur- 
suant to the Uniformed Services Contingency Option Act of 1953. 
These payments are mandatory under the law, and any funds not 
required for such purposes revert to the Treasury. No provision is 
made in the estimates for this appropriation for any of the expenses 
in connection with the administration of the program. 

For the fiscal year 1959, the Department of Defense initially 
requested $600 million for retired pay. That estimate provided for 
an anticipated yearend strength of 231,035 annuitants with an aver- 
age of approximately 223,680 for the year. The estimate was a 
mathematical computation of the existing rates applied to the pro- 
jected number of annuitants expected to be carried on the retired lists 
during fiscal year 1959. This original estimate was approved by 
Congress after an amendment to add $40 million to cover the increased 
pay authorized by Public Law 85-422, approved May 20, 1958. 

Last June, based on recent experience of accessions to the retired 
rolls and a further anticipated reduction of the active forees which 
would affect the retired rolls, a supplemental request of $18 million 
was submitted for fiscal year 1959. At that time it was estimated 
that there would be approximately 236,790 annuitants on the retired 
rolls by June 30, 1959, or 5.755 accessions over the number that had 
been anticipated in the President’s budget for fiscal year 1959. The 
House Committee on Appropriations deleted the $18 million supple- 
mental and based its action on the fact that if the House action in 
maintaining military strengths at higher levels than those in the 
President’s budget request for fiscal year 1959 prevailed the amount 
of $18 million may not be required for retired pay. 

The higher force levels maintained during fiscal year 1959 have 
resulted in fewer retirements than were expected last June when the 
request for $18 million was submitted. When the retired pay esti- 
mate for fiscal year 1960 was prepared in September 1958, it was esti- 
mated that there would be approximately 233,191 annuitants on the 
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retired rolls by June 30, 1959, or 2,156 more a than were 
provided for in the appropriation for fiscal year 1959. This addi- 
tional 2,156 annuitants, together with a continued sonia trend in 
rates, Was estimated to require an additional $5 million during the 
current year. This revised estimate was again reviewed by the 
Bureau of the Budget in December with no change. 

Based on actual accessions through December 31 and the projected 
accessions to the retired rolls as currently estimated by the military 
departments for the balance of fiscal year 1959, there is a possibility 
that the numbers estimated will be on the rolls by June 380. However, 
of the total 13,895 nondisability retirements estimated to reach the 
retired rolls this year, 5,240 were on the rolls December 31, leaving 
a balance of 8,655 to be placed on the rolls by June 30. 

Mr. Tuomas. It looks like we might miss our estimates there by 
virtue of fewer retirements than anticipated ¢ 

Mr. Wrtte. That is right. 

Mr. THomas. You cannot guess at these things with any mathe- 
matical accuracy. Go ahead. 

Mr. Wyute. This delay is attributable in most part to the Lebanon 
and Quemoy actions in the early part of this fiscal year. Accordingly, 
while it now appears that all of the $5 million requested may not be 
required, it is recommended that the supplemental as requested be 
approved since any unobligated balance in this appropriation reverts 
tothe Treasury at the end of the fiscal year. 

Mr. Tuomas. Mr. Wylie, that is a good, honest, fair statement. 

Mr. Wyute. I felt that I had todo that. 

Mr. THomas. You always do that. 

The best that you can do is to make your estimates and you can- 
not tell about the contingencies. You are not responsible for them 
and if we put a little money in there, it will not do any harm and 
if we do not put any in, it will not do: any harm. 

It might be best to recommend to the committee to give you a few 
dollars in there. 

Who is going to get this money ? 

What is the distinction, right quick, between who goes on the De- 
partment of Defense retired list and the old Veterans’ list? Spell 
it out right quick, in about a minute. 

Mr. Wyuie. I have Mr. Spence here who is thoroughly familar 
with all of the laws and options. 

Mr. Tuomas. Summarize them. 

Mr. Srence. The Veterans Administration is today paying dis- 
ability compensation to individuals who have incurred physical dis- 
abilities as a result of their service. The military services, on the 
other hand, are paying retired pay to people who are retired, based 
upon le ngth of service or service-incurred physical disabilities. That, 
in essence, is the distinction between whom the Veterans’ Administra- 
tion is pt LV ing and the serv ic es. 

Mr. Tuomas. Your last statement is a little bit confusing. 
Straighten that one out because if you take that, let us say, during 
the period of hostilities, your distinction as made is one of between 
peacetime and a period of hostilities. 

Will you clarify that? 
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Take a chap who goes into service, who is drafted, and then he 
suffers a physical disability. He is discharged from your rolls 
and put on the Veterans’ rolls and then he is compensated for his 
disability by the Veterans’ not by the armed services. 

Mr. Spence. Prior to 1949, that was a correct statement of the situa. 
tion. Since 1949, Congress provided physical-disability retirement 
for all personnel, officers and enlisted, short term as well as long term, 
provided their disability was related to their service. However, as 
a practical matter, there is a dual system of benefits existing which 
individuals may elect between, depending upon which is to their 
financial advantage. 

For example, an individual in the lower airmen or enlisted ranks 
may be retired by the Army or the Navy or the Air Force for physica] 
disability. His disability-retirement pay is computed under a retired- 
pay formula which might be less than the compensation which he 
could receive under the disability compensation schedules which are 
devised and administered by the Veterans’ Administration. 

Mr. Tuomas. He can elect between the two systems and that started 
with the Korean war? 

Mr. Spence. That is right. 

Mr. Tuomas. Mr. Jonas? 


Mr. Jonas. I think the record ought to show the extent of the 
obligations. 


Mr. Tuomas. We will put pages 1 and 3 in the record here. 
(The material follows :) 


While obligations for retired pay during the first 6 months of this fiscal year 
were $312,582,553, it is estimated that with the planned additions to the retired 
rolls during the last 6 months of this fiscal year obligations will total in excess 
of the $640 million.now available. 


EXPLANATION OF SUPPLEMENTAL ESTIMATE FOR FiscaL YEAR 1959 


This appropriation provides for (1) the pay of retired military personnel 
on the retired lists of the Army, Navy, Marine Corps, and Air Force; (2) the 
retainer pay of members of the Navy and Marine Corps Fleet Reserves; and 
(3) payments to eligible survivors. Payments for such purposes are mandatory 
under the law, and any funds not required for these purposes revert to the 
Treasury. No provision is made in the “Retired pay” appropriation for any of 
the expenses in connection with the administration of the program. 

When the President’s budget for fiscal year 1959 was prepared over a year 
ago, the Department of Defense estimated that 231,035 annuitants would be 
receiving payments from the “Retired pay” appropriation by June 30, 1959. 
The Department’s estimate of $600 million for retired pay for fiscal year 1959 
was approved by Congress after amendment to add $40 million to cover the 
increased pay authorized by Public Law 85-422, approved May 20, 1958. That 
estimate was a mathematical computation of the existing rates applied to the 
projected number of annuitants expected to be carried on the retired rolls 
during fiscal year 1959. 

However, since that earlier projection was made there has been a higher 
upward trend in both numbers of retired persons and their cost than expected 
a year ago. It is now estimated that approximately 233,191 annuitants will 
be on the retired rolls on June 30, 1959, compared with the earlier estimate of 
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931,035. This additional 2,156 annuitants, together with the continued upward 
trend in rates, are expected to require an additional $5 million during the current 
fiscal year. The revised estimate, based on the actual and projected accessions 
to the retired rolls for the balance of fiscal year 1959, will provide for an average 
strength of 224,142 annuitants for a totai cost of $645 million. 


Mr. Tuomas. Thank you, sir. 

What other item do you have here? 

Mr. Wyvutir. That is all I have, sir. 

Mr. Tuomas. Thank you, and it is nice to see you. Good luck to 
you. 


. 





WepNEspDAY, Fresruary 25, 1959. 
DEPARTMENT OF THE ARMY 
WITNESSES 
OPERATION AND MAINTENANCE, ARMY 


HERMAN T. LaCROSSE, DEPUTY DIRECTOR OF ARMY BUDGET 

MAJ. GEN. C. R. HUTCHISON, ASSISTANT DIRECTOR OF ARMY 
BUDGET 

coL. C. W. CLAPSADDLE, OFFICE, DIRECTOR OF ARMY BUDGET 


MILITARY PERSONNEL, ARMY 


BRIG. GEN. T. R. STOUGHTON, DIRECTOR OF PROGRAMS, OFFICE, 
DEPUTY CHIEF OF STAFF FOR PERSONNEL 

coL. F. A. MILDREN, BUDGET DIVISION, OFFICE, DEPUTY CHIEF 
OF STAFF FOR PERSONNEL 

coL. C. B. MILLIKEN, BUDGET AND ACCOUNTING DIVISION, OFFICE, 
CHIEF OF FINANCE 

coL. J. T. EWELL, OFFICE, DIRECTOR OF ARMY BUDGET 

DUDLEY GORDON, OFFICE, DEPUTY CHIEF OF STAFF FOR PER- 
SONNEL 

NATIONAL GUARD PERSONNEL, ARMY 


MAJ. GEN. D. W. McGOWAN, CHIEF, ARMY DIVISION, NATIONAL 
GUARD BUREAU 


Mr. THomas. Our next request covers the department of the Army. 
Who do you have with you General ? 

General Hurcnison. Mr. Chairman, I have Colonel Mildren of 
the Budget Division Office, Deputy Chief of Staff for Personnel, with 
me for the Military Personnel Appropriation. 

I have an opening statement as does Colonel Mildren, and 
General McGowan from the National Guard Bureau is here in sup- 
port of the request for the Army National Guard appropriation. 

Mr. Tuomas. It is nice to have with us Major General Hutchison 
and Mr. La Crosse, Deputy Director of Army Budget. 

Is Mr. Tracy here? 
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General Hurcuison. No, sir; he is not here this morning. 

Mr. Tuomas. Colonel Clapsaddle ? 

General Hurcutson. Yes, sir. 

Mr. Tuomas. Colonel Milliken of Army Personnel ? 

Colonel Miipren. Yes, sir. 

Mr. THomas. Colonel Mildren ? 

Colonel Miupren. Yes, sir. 

Mr. Tuomas. It is nice to have you aboard. 

Who is here from the National Guard ? 

General McGowan. I am representing the National Guard, Mr, 
Chairman. 

Mr. Tuomas. He is one of the best salesmen in the Army. If I 
ever want to sell something I am going to get the General over there 
on my side. If he cannot sell it, it cannot be sold. 

General Hutcuison. He gets a little help from the country, too, 

Mr. Tuomas. He gets the country on his side first. 

Is Colonel Metcalfe here ? 

General McGowan. Colonel Metcalfe is in another hearing. 

Mr. THomas. What about Mr. Stier? 

General McGowan. Mr. Stier is in another hearing, too. 

Mr. Tuomas. It is nice to have all of you gentlemen here. 

Proceed. 

GENERAL STATEMENT 


General Hurcuison. I have a short opening statement. 

Mr. Tuomas. Let us have it, General. 

General Hutrcutson. Mr. Chairman, and gentlemen of the com- 
mittee, the Department of the Army is requesting supplemental ap- 
propriations for “Military personnel, Army,” “Army National 
Guard,” and “Operation and maintenance, Army.” 


MILITARY PERSONNEL 


The amounts requested for “Military personnel, Army,” are re- 
quired to cover deficiencies incurred in the fiscal years 1956 and 
1957. 

Those figures were $7.1 and $7.9 million, respectively. These defici- 
encies occurred because of increased costs and by reason of the inherent 
difficulty in estimating some 18 months in advance the precise amount 
of our obligational requirements. This is especially true in this ac- 
count where there are numerous possible variations in the many 
facets of pay entitlements. However, through the utilization of a 
number of experience factors, we have been able to estimate these 
costs within about two-tentsh of 1 percent of actual obligations which 
aggregated about $3.6 billion each year. 

Colonel Mildren, Office of the Deputy Chief of Staff for Personnel, 
is present and will cover these requirements in greater detail. 


ARMY NATIONAL GUARD 


For Army National Guard, we are requesting $3,065,000 to cover 
the balance of the fiscal year 1958 civilian and military pay increases, 
which total $4,065,000, and were authorized last year by Public Laws 


85-422 and 85-462. While $1 million was made available to us, we 
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subsequently found that we could not absorb the remaining cost of 
this unbudgeted item. The National Guard Program Director, Major 
General McGowan is present and will give you a more detailed state- 
ment concerning this requirement. 


OPERATION AND MAINTENANCE 


For the “Operation and maintenance, Army,” appropriation, we 
are requesting $42. 4 million. Of this total, $17.4 million is to cover 
the deficiency arising from the pay raise for classified civilian em- 

loyees provided by Public Law 85-462. The remaining $25 million 
is to offset the extraordinary costs incurred by this appropriation 
during the emergency operations in the Middle East in the first 
quarter of this fiscal year. 

I will now briefly discuss each of these two O. & M. items. 

Public Law 85-462 placed an unbudgeted requirement of $75.4 
million on the Army’s “Operation and maintenance” appropri iation 
for fiscal year 1959. This requirement was carefully computed by 
applying the 10 percent pay raise to the number of eligible civilian 
employees by grade, and including the corresponding increase in the 
Government’s mandator y insurance and retirement contributions. 
Phased personnel losses were considered in these computs itions. 

The Department of the Army is meeting this $75.4 million civilian 
pay legislation requirement in consonance with the Department of 
Defense financial plan for fiscal year 1959. This plan provides that 
$58 million will be financed within funds currenty appropriated and 
that the rem: aining $17.4 million will be considered in deficiency status. 
The remaining $25 million of this supplemental request for $42.4 mil- 
lion is based on requirements emanating from the crisis in the Mideast 
in the summer of 1958. 

On July 15, 1958, the Joint Chiefs of Staff directed the Army to 
prepare and land a task force of sufficient size to serve as a “show of 
force” in the Middle East. The task force was, of course, to be pre- 
pared to enter into and support combat operations for a limited period 
if the situation deteriorated to that extent. 

The $25 million requested in this estimate is based on the net 
unbudgeted costs incurred in preparing this task force, supporting 
the forces actually dispatched to Lebanon, and on supply recovery 
and troop return actions on the withdrawal from Lebanon. At the 
time, it had to be assumed that this operation could well have been 
the outbreak of a shooting war. Therefore, the Army spared no 
effort in carrying out its mission as efficiently and as expeditiously 
as possible. Some of the more normal management controls over 
such ae as paid overtime for civilian personnel, temporary duty 
travel, and similar requirements for funds were sacrificed in view of 
the apparent urgency of the situation. 

I will turn now to the three operation and maintenance budget 
programs involved in this request. 


BUDGET PROGRAM 2000—“TACTICAL FORCES,” $4,800,000 


With regard to the $4,800,000 requested for this program it should 
be noted that the Army was directed to prepare a task force for move- 
ment to the Middle East. This preparation was necessary even 
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though all of the task force was not moved. The task force consisted 
of approximately 25,000 personnel with 15,000 from the strategic 
Army Corps in the United States and 10,000 from our forces jy 
Germany. 

At the outset of the emergency, the units comprising the task force 
had on hand approximately 85 percent of their authorized supplies, 
spare parts, and minor equipment. Approximately $1.6 million was 
required to fill these shortages which would normally not have been 
filled. Another $1.9 million was required to replace supplies and 
equipment on hand but not combat serviceable to the degree reguired 
to initiate an operation of this nature. 

“Around the clock” preparatory actions in the United States and 
in USAREUR cost $675,000 in overtime payments of civilian per- 
sonnel. A further $125,000 was required for 45 days of temporary 
duty of military personnel in the United States. Finally, the trans- 
portation of approximately 1,000 military personnel by commercial 
air required $500,000. 


BUDGET PROGRAM 2200—“CENTRAL SUPPLY ACTIVITIES,” $13,600,000 
’ ’ ’ 


This $13,600,000 is to cover the costs of the major logistics activities 
involved in preparing, transporting, and maintaining the forces actu- 
ally sent to Lebanon and in preparing those forces which although 
earmarked for Lebanon, were never sent. Additionally, since the 
termination of the Lebanon operations, there are similar charges 
generated for the recovery of supplies and equipment and their return 
to the appropriate supply agency. These activities and the net costs 
of each are outlined below: 


Supply and distribution costs of stock control, packaging, handling, 


processing, and inspecting supplies and similar supply activities_. $6, 414, 000 
Military Sea Transportation Service transportation charges_____ ~~ 4, 436, 000 
ITE I laid ela a eeceesgmnbasnnesiaalee 1, 850, 000 
rr  esengiomambsiinares man enilatoaseiubeiaibeadel 350, 000 
nn INTO CET INT: (O Nn ee eee ee eee 550, 000 

OUES Se cd ba cdeennbnamenteedeietn isd lb base asd 13, 600, 000 


PROGRAM 2500—“ARMYWIDE ACTIVITIES,” $6,600,000 


The principal costs incurred in this budget program as a result of 
the Lebanon action are associated with the necessity to obtain ade- 
quate and reliable communications, military surveys, and maps. The 
$6,600,000 requested for this budget program is for the procurement, 
fabrication, and supply of communications and cryptographic equip- 
ment for use in Lebanon and for receiving, transmitting, and relay 
equipment at other stations to tie into Lebanon communications sys- 
tem. Stations in this latter category were at Asmara in Eritrea, 
Ankara in Turkey, and Heidelberg. Military surveys and many re- 
quirements are also included within this $6.6 million. 

In closing, Mr. Chairman, you may well ask the question: “Can- 
not an appropriation of $3 billion absorb an unbudgeted requirement 
of $42.4 million?” I assure you, sir, that we have asked ourselves 
this question and can state conclusively that we are currently operat- 
ing on a deficiency basis and must submit this supplemental budget 
request. 
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Even if this request for. $42.4 million is approved, this appropria- 
tio will absorb unbudgeted requirements of comnenadeaeile 87.4 
million in fiscal year 1959, . These requirements stem from increased 
rates of pay for Wage Board employees, increase in postal rates, and 
similar activities. 

It is because of these requirements together with the sizable reduc- 
tion in this appropriation between fiscal year 1958 and fiscal year 1959 
that this request for $42.4 million is considered to be inescapable. 

Mr. Chairman, this coneludes my statement. I will be pleased to 
answer any questions you may have at this time on the request for 
the appropriation “Operation and maintenance, Army.” For the 
requests on behalf of the “Military personnel, Army and the Army 
National Guard” appropriations, I would suggest deferral of ques- 
tions until the respective opening statements are made by Colonel 
Mildrew and Major General McGowan. 

Mr. Tuomas. General, that is a very nice statement and we will 
go right into the four requests here. 

Your main one is the big one that you mentioned awhile ago. I 
did not say anything awhile ago about it, but we are delighted to have 
our old friend, General Moore, here. We could not operate without 
the general. He has been running a large part of this Capitol for 
15 or 20 years. 

Nice to have you aboard. 

(reneral Moors. Thank you, Mr. Chairman. 

Mr. Tuomas. Let us take the first item here. 


Minirary Personnet, 1956 anp 1957 


Program and financing 


| 1956 presently | 1956 revised Increase 




















| available | estimate 
a astiesaaeeeenenaasoint iaieieaaeeieeaaaits | ocean “TTT ite 
Program by activities: 
1. Pay and allowances of military personnel_........_-| | $3, 205, 715,000 | $3, 212, 815, 000 | $7, 100, 000 
I Ni il cl i ie } 473, 380, 000 | 473, 380, 000 ea ate I Se 
Total obligations................---.- SA554os2.. df | 3, 679, 095, 000 | 3, 686, 195, 000 | 7, 100, 000 
a icnieaiibaitidaalaaeeiaetmn kad 
Appropriation (adjusted) ...............--...-..-..- | . 3, 679, 9, 095, 000 3, 686, 195, 000 | 7, 100, 000 
Object classification 
| 1956 presently | 1956 revised | Increase 
available estimate | 
eat cen hibSeninisiop en pbdsiabifentipe aliphatic ii baal asinine nth tate . 
01 Personal services: Military. ......-- -$cgngnsceeebhemee $3, 183, 338, 720 | $3, 190, 438, 720 $7, 100, 000 
I UNNOR.. {6 ik dn oninnicsadontibmdeclnbidedebaGena 495, 756, 280 | 405, 756, 280 |.......2...... 
aT WENN a) sc as aceuaunaccaaceteatanene | 3, 679,095,000 | 3, 686, 195, 000 | 7, 100, 000 





387458—59———17 
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Program 


Program by activities: 
1. Pay and allowances of military personnel___.__-._- 
Be eee dh otic b ok piicitets pha atahipihesaissuas} <3 6ex | 


Total obligations.............- 
Financing: Unobligated balance transferred from ‘‘ Pro- 
curement and production, Army”’ (71 Stat. 178)_.....- Re 


New obligational authority ................_......-. 
New obligational authority: 
CTD iis. Ape runeceutiaeduccdeststdcsd 
Transferred to ‘‘National Library of Medicine, P: ublic 
Health Service’ (70 Stat. 962)_...........____. ; 
i 


Appropriation (adjusted) -.............-..._-...- 





and financing 























Object classification 


01 Person: al serv ices: Military_- eedtiiies “es | 


L 





| (ees 
| 1957 presently 1957 revised | Increase 
available estimate | 
— | —_—— | ——________ 
| $3, 129, 997,054 | $3, 137, 897, 054 $7, 900, 000 
464,141,558 | 464, 141, 558 | 
Les aoa dR EN SET ES MARE i270 | 
3, 594, 138,612 | 3, 602, 038, 612 7, 900, 000 
— 27, 444, 000 | 27, 44, 000}... 
_3, 566, 694, 612 | 8, 574, 504, 612 7, 900, 000 
em — —_—-_ — —— j ———— ee 
3, 566, 704,000 | 3, 574,604,000 | 7,900, 000 
—9, 388 9, Oe |. 
3, 566, 694, 612 2 3, 574, 594, 612 7, 900, 000 
1957 ms sently | 1957 revised | Increase 
available estimate 
$3, 110, 997, 022 wh $3, 118,897,022 | $7,900, 000 
483, 141, 590 | 483, 141, 590 étbdae 
3, 594, 148, 612 7, 900, 000 


Total obligations..........- 








| 3, 602, 038, 612 


This is a deficiency for “Military personnel” that goes back to fiscal 


year 1956, $7.1 million. 
Is this a little late ? 
These are 


additional funds required to cover deficiencies due pri- 


marily to estimating with preciseness the costs of military-personnel 


benefits which go way back to 1955. 
Can we not cet along without this $7 
General Hutcuison. No, sir. 

Mr. THomas. 
General Hutcuison. 
Mr. THomas. 


opening statement. 


.1 million ? 


will insert the justification material at this point. 


(The material referred to follows:) 


FiscaL YEAR 1956 
NARRATIVE 


These additional funds are 


DEFICIENCY, 


JUSTIFICATION 


required to cover a deficiency 


Has it not been turned down once or twice before? 
The first one was turned down last year, 
I see that we are going to have to rely on the general’s 
There is not much justific ation in there. 


sir. 


We 


$7,100,000 


due primarily to 


difficulty in estimating, with preciseness, the cost of increased military-personnel 


compensation and dependency benefits granted late in fiscal year 


1955 as well 


as the continuing problem of forecasting the number of enlisted men entitled 


to draw dependency benefits. 


The causes and extenuating circumstances surrounding this deficiency are 


covered in detail in Report No. 432, dated December 12, 


section 3679 of the Revised Statutes.” 
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Fiscat YEAR 1957 Dericiency, $7,900,000 
NARRATIVE JUSTIFICATION 


The overobligation resuited from many factors, a number of which were 
peyond the control of the Department of the Army. During fiscal year 1957 
the Department of the Army incurred a number of unbudgeted costs in this 
appropriation which were only partially covered by the supplemental appropria- 
tion of May 1957. These included increased MSTS rates, increased railroad 
passenger and freight rates, increased requirements for dependency allowances, 
a new legislation involving social security participation for military personnel, 
readjustmet pay, and increased compensation for doctors and dentists. 

The causes and extenuating circumstances surrounding this deficiency are 
covered in detail in Report No. 483, finally submitted December 31, 1958, of 
violation of section 3679 of the Revised Statutes. 

There were numerous changes in the military pay appropriation in fiscal 
year 1957. In September 1956, it became evident that new legislation would 
create a deficit in this appropriation. Consequently, action was initiated to 
prepare a supplemental budget request. As a result of subsequent directed 
strength reductions, the amount originally estimated was reduced and the sup- 
plemental request was submitted to BOB on January 28, 1957. On March 1, 
1957, the BOB advised DA that the need for additional MPA funds for fiscal 
year 1957 was questionable and that a supplemental appropriation for the bal- 
ance of the year could not be supported at that time. Later, after OSD-BOB 
discussions, a supplemental request for $27.4 million was authorized to be 
submitted. Hearings were held before the Senate Appropriations Committee 
on May 13, 1957, and the request was approved on May 20, 1957. This amount 
proved insufficient to overcome the deficit in funding needs, even though the 
strength reduction was effected as programed. 

While’ all the foregoing factors contributed to this apparent deficit, it is be- 
lieved that there are two underlying causes which are directly responsible for 
the condition of the account. These are identified as the budgetary process 
and the reporting system. In the first instance, the intense effort on the part 
of everyone concerned to budget this particular appropriation to the nth degree 
of perfection, affords no leeway for inevitable contingencies, thus any degree 
or percent of error, no matter how small, can cause a deficit. In this particu- 
lar instance, the margin of error was approximately two-tenths of 1 percent. 
Reporting procedures available during fiscal year 1957 did not make complete 
accurate fiscal data available until 8 months after military pay records were 
closed. 


Mr. Tuomas. Tell us about this, General. 

General Hurcnuison. Colonel Mildren has a short statement on 
that, Mr. Chairman. 

Mr. Trromas. Proceed. 


GENERAL STATEMENT 


Colonel Mivpren. Mr. Chairman and members of the committee, I 
appreciate the opportunity to appear before you to discuss the fund 
deficiencies for fiscal years 1956 and 1957 under the Army military 
personnel appropriation accounts. As set forth in the President’s 
communication of February 11, 1959 (H. Doc. 58), additional fund 
authorization is required to cover deficiencies in fiscal years 1956 and 
1957 of 7.1 and 7.9 million dollars, respectively. 

Mr. Tuomas. Defend both of them. 

Colonel Mitpren. Last year, fund authorization was requested by 
the President’s communication of June 9, 1958 (H. Doc. 394), and the 
request was heard by the House Appropriations Department of De- 
fense Subcommittee. The Committee on Appropriations, House of 
Representatives, in its action on this request noted that the deficiency 
was not covered by exception in law and had not been reported to the 
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Congress as required by the provisions of the Antideficieney Act, | 
Under the circumstances the committee stated it was in no position | 
to recommend approval, and, accordingly, denied the requested funds, 


report on July 25, 1958. 


Mr. 
transi 


Since that. action, the Department of Defense forwarded the required | wns 


Col 


° . } 
uring the course of these hearings last year, members of the com. | #™ 


mittee indicated that it would be preferable to finance these deficien- 
cies by transfer from unobligated dianeen: In this connection infor. 
mation was furnished by the Department of the Army for the record 
pointing out that mania balances of annual appropriation accounts 
are transferred to the merged or “M” account at the end of the second 
full fiscal year following the year of obligation availability. It was 
stated that it is the practice of the Treasury Department to refuse 
to transfer the balance of an account which is in a deficit condition, 
The account would lose its identity and the deficiency would be covered 
by available balances in the merged or “M” account. 

The military strength of the Army for fiscal years 1956 and 1957 
was within that authorized by the budgets for those years. The de- 
ficiency of $7.1 million, in fiscal year 1956 is a deviation of less than 
2 of 1 percent. It resulted primarily from inability to estimate, 
with preciseness, the cost of increased military personnel pay and 
dependency benefits granted late in fiscal year 1955, and the number 
of enlisted men entitled to draw these benefits. The deficiency of 
$7.9 million in fiscal year 1957 resulted from an underestimate of 
fund requirements. 

Mr. Tuomas. Let me interrupt you there. That is understandable 
when you are dealing with large figures and under the pay scales here, 
dependency allowances, and so forth, it is easy but how do you prevent 
these antideficiencies from arising ? 

What procedures are you going to use in the future to keep out of 
hot water ? 

Colonel Miztpren. I think that we have accomplished a great deal 
in the past year—since these deficiencies. We first recognized exactly 
where the problem was in the budget estimates. 

Mr. Tuomas. There is nothing new with the problem. You have 
been having to guess certainly beginning in 1939, where you had large 
figures. 

Colonel Mitpren. Yes, sir; but we can improve our method of guess- 
ing or projecting 18 months into the future; that is, the projected data 
that we are using at the time we present our budget to Congress. 
Naturally, we have many personnel program changes after presenta- 
tion to Congress. 

Mr. Tuomas. We cannot expect you to be perhaps any more accurate 
in the future than you have been in the past. Two-tenths of 1 percent 
is pretty accurate. 

The question is, how are you going to report this so you do not get 
into hot water ? 

Colonel Minpren. Yes, sir; by establishing a better accounting 
system. 

Mr. Tuomas. Do not wait until that fiscal year is gone and maybe 
another one is gone before you report it. Then you run right into the 
antideficiency statute ? 

Colonel Mizpren. That is true, sir. 
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Mr. Tuomas. Can you not get your books in shape over there and 
transfer these funds from one of your accounts to another where you 
have surplus money, without going back and opening up these 4 

Colonel Mipren. I believe we still would have to obtain approval 
from Congress for any transfers from one appropriation to another, 
even though we were talking about unobligated balances for prior 


years. 
LANGUAGE PROPOSED 


Mr. Tuomas. Why not submit some language for that purpose 

Colonel Mixpren. All right, sir. 

General Hurcuison. I do not believe we have it right now. 

(The material referred to follows :) 

The language for ‘“‘Military personnel, fiscal year 1956,” is as follows: 

“For an additional amount, fiscal year 1956, for ‘Military personnel’, $7,100,000, 
to be derived by transfer from the unexpended balances of any appropriations of 
the Department of Defense for fiscal years 1957, 1958, or 1959 designated by the 
Secretary of Defense.” 

The language for “Military personnel, fiscal year 1957,” is as follows: 

“For an additional amount, fiscal year 1957, for ‘Military Personnel’, $7,900,000, 
to be derived by transfer from the unexpended balances of any appropriations of 
the Department of Defense for fiscal years 1957, 1958, or 1959 designated by the 
Secretary of Defense.” 

Mr. Triomas. You mean you do not have that much cash in the till? 

General Hurcutson. We do not have unobligated balances to cover 
this. We only have in the 1-year accounts for the Army 

Mr. Tuomas. I do not want to go into this now because I know some 
of these other men are going to talk about unobligated balances, but 
let me go off the record a moment. 

(Discussion off the record.) 

Mr. Toomas. On the record. Go ahead. 

Colonel Mizpren. A supplemental authorization of $27.4 million 
approved by Congress as late as May 20, 1957, for fiscal year 1957 did 
not prove to be sufficient to cover all requirements. These requirements 
included increases for Military Sea Transportation Service rates, rail- 
road passenger and freight rates, dependency allowances, new legis- 
lation involving social security participation for military personnel, 
readjustment pay, and compensation for doctors and dentists. 

After the occurrences of the deficiencies in fiscal years 1956 and 
1957, the Army improved the system in estimating funds for basic 
pay which accounts for the largest portion of the appropriation 
requirement. 

Mr. Tuomas. A part of that has accrued by virtue of the fact that 
you are going into this new form of budget. You cannot keep up 
with it like that, too? Was that not described by the—what was that 
word, “iniquitous”? What was it, “iniquitous performance budget” ? 

Colonel Mitpren. Yes, sir. Under the system in effect in fiscal 
years 1956 and 1957 an inventory of the military population showing 
numbers by pay grade segregated by years of service for pay purposes 
was obtained from the military pay records. It was not possible to 
reflect all individuals in reports because some of the records were 
always in transit with personnel on permanent change of station travel 
orders. In addition, the average cost data, obtained from the pay 
records was not timely. These records were forwarded each 6 months 
by disbursing officers at Army installations worldwide to the Finance 
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Center in Indianapolis, Ind. There a sample processing to include 
necessary accounting adjustments required 3 months. Thus, even 
with preliminary information, the cost data for average pay rates was 

} months old at the time of use for a fiscal year starting an additional] 
9 wapniths 4 in the future. At that time this data was the best available 
base for projecting requirements. Reliance on such old factors was 
the primary reason for underestimating fund requirements. 

In order to correct this deficiency the An ny now receives a report 
which indicates the militarv sti ength by years of service for pay pur- 
poses, that is, the exact period of time accredited each individual for 
pay. This data is obtained monthly through the Army statistical 
accounting system which utilizes electrical acc ‘ounting machines and 
automatic data processing in accounting for military “personel. 

In addition to this corrective action, the Deputy Chief of Staff 
for Personnel has established procedures to provide more timely and 
adequate program data for use in the preparation of budget estimates 
and for monitoring the execution of appropriation programs. It is 
also anticipated that monthly reporting of complete expenditure data 
under the new Army pay system, implemented January 1 of this year, 
will permit closer monitoring of program and fiscal data. 

Mr. Tuomas. This is a 1-year appropriation. It ought to be 2 
years. You cannot put all of these tremendous numbers in there, 
It is physically impossible to hit the nail on the head. This is a 1-year 
fund ; is it not? 

Colonel Miipren. That is correct. 

Mr. Tromas. It ought to be a 2-year fund. 

Go ahead. 

Colonel Mitpren. Thus, we will have a basis for more promptly 
and accurately identifying the possibility of deficiencies and per- 
mitting action either to prevent them or to make prompt reports, if 
they should occur. 

In transmitting copies of the Report No. 432, dated December 12, 
1957, on violation of section 3679 of the Revised Statutes, the Secre- 
tary of Defense stated in this letter of July 25, 1958, and I quote: 

“A defensewide study is being conducted of the systems in the 
three military departments with the objective of strengthening these 
controls and preventing such deficiencies in future appropriations.’ 
A Department of Defense project team is currently pursuing this 
objective. 

The Army is ever mindful of the high administrative cost of ob- 
taining additional functional program and fiscal reporting. We are 
zealous in our effort to keep administrative cost to minimum and still 
provide data for adeqaute administrative fund control. Although 
additional accounting and reporting on many items can be made 
useful, care is being exercised to preclude establishment of a system 
that would be uneconomically sound. It should also be emphasized 
that no system of reporting can fully guarantee against minor de- 
ficiencies occurring in an appropriation of this magnitude and which 
contains programs involving many complexities of administration. 

Mr. TrHomas. If I may interrupt you, how many programs do you 
have under this heading ? 

Colonel Mitpren. Five in each of these 2 years. Since that time 
they have been consolidated into four. 





Mr 
Col 
up di 
Mr 
you ¢ 
* In 
Co 
Mi 
troul 
Ce 
not § 
this: 
M 
Do y 
Cr 

2 
thar 
fore 
ing 
the 





clude 

even 
S Was 
10na] 
la ble 


3 Was 


eport 

pur- 
| for 
stica] 
and 


Staff 
and 
lates 
It is 
data 
rear, 


be 9 
1ere, 
year 


261 


Mr. Tuomas. How many different items ? 

Colonel Mizpren. One hundred and thirty-two line items making 
up direct obligations and 30 plus in the reimbursable obligations. 

Mr. Tuomas. Under this performance budget, has it really helped 
you 
" In the old days, you used to break this down into 30 or 40 accounts ? 

Colonel Miipren. Yes, sir. 

Mr. Tuomas. About the only good of this is to get you into a little 
trouble ? 

Colonel Mitpren. There have been items transferred out and I am 
not sure it has helped us or hindered us. I am only speaking about 
this appropriation. 

Mr. Tuomas. General, do you want to continue with your statement ? 
Do you have another paragraph ? 

Colonel Mripren. Yes, sir. 

Both the fiscal year 1956 and fiscal year 1957 deficiencies were less 
than the average daily net expenditure in this appropriation. ‘There- 
fore, operating under a tight budget under any round-the-clock report- 
ing system, it is conceivable that the operations at the very end of 
the budget year could result in some deficiency. 

Mr. THomas. Very nice and to the point. 
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OPERATION AND MAINTENANCE 


Program and financing 








| | 
| 1959 presently 1959 revised | 
available estimate 
saan tal istlihagscitidsae nesepclapdoe sede ial —|—_—_-_—_—- Se ————! 
Program by activities 
Direct obligations: | 
1. Tactical forces a a ae ee a $785, 645, 000 $790, 445, 000 
2. Training activities ioud ti ckae a 192, 855, 000 192, 000 | 
3. Central supply activities_ = ? 922, 653, 815 936, , 815 | 
4. Major overhaul and maintenance of materie] 285, 806, 000 | 285, 806, 000 | 
5. Medical activities aise ; j 169, 403, 000 169, 403, 000 
6. Armywide activities ; 486, 320, 000 492, 920, 000 
7. Army Reserve and Reserve Officers’ Training 
a tani ears ian michael 90, 227, 000 90, 227, 000 
8. Joint projects joe aesone : | 158, 385, 000 | 158, 385, 000 
Total direct obligations 3, 091, 294, 815 3, 116, 204, 815 
Reimbursable obligations 
en oe ) : 72, 918, 000 72, 918, 000 
2. Training activities Z e. 13, 786, 000 13, 786, 000 
3. Central supply activities_ ; 125, 614, 000 125, 614, 000 
4. Major overhaul and maintenance of materiel 136, 036, 000 136, 036, 000 | 
5. Medical activities.._......-.......-. 4 é 103, 423, 000 103, 423. 000 
6. Armywide activities 16, 907, 000 16, 907, 000 
7. Army Reserve and Reserve Officers’ Training | 
Corps 402, 000 402, 000 
8. Joint projects_...- 31 888, 000 31, 888, 000 
Total reimbursable obligations... 500, 974, 000 500, 974, 000 
Supplemental required for pay increase - - -- wih —17, 400, 00 
Total obligations... , 3, 574, 868, 815 3, 617, 268, 815 
Financing 
Unobligated balance brought forward (69 Stat. 438 —43, 210, 191 — 43, 210, 191 
Unobligated balance (anticipated reimbursements to 
be earned from military assistance fund reserva- 
tions) transferred from other Army accounts... —53, 157, 195 53, 157, 195 
Advances and reimbursements from— 
Deliveries of materiel common to U.S. require- 
ments ordered by military assistance in current 
year — 10, 000, 000 —10, 000, 000 
Other accounts. .-_-- — 335, 769, 000 — 335. 769. 000 
Non-Federal sources — 69, 535, 000 —69, 535, 000 
Anticipated reimbursements for future year deliveries 
of materiel common to U.S. requirements by mili- 
tary assistance in current year - -- —33, 000, 000 — 33, 000. 000 
Unobligated balance carried forward (69 Stat. 438 - 43, 697, 386 43, 697, 386 
New obligational authority _- | 3,073, 894, 815 3, 116, 294, 815 


New obligational authority: 











Appropriation 3, 078, 208, 000 3, 120, 608 
Transferred t> | 
“Operating expenses, National Archives and 
Records Service,’’ General Services Adminis- 
tration 581, 000 | 
“Operation and maintenance, Air Force’ (63 
Stat. 589 | —3, 177, 185 —3,177 
“Salaries and expenses, Secretary of Defense” (63 | 
Stat. 589) _- — 555, 000 555 
Appropriation (adjusted 3, 073, 894,815 | 3,116, 294 
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Object classification 


eee aEEEEEIEITTEnnEnEnIEE EE EEE EEEETEEEEUEEEEEEEEE EE 


1959 presently 1959 revised Increase 


























available estimate 
Total number of permanent positions. ---........- soumcm deal 294, 109 FB4 OB | oqcte snes =tssce 
Full-time equivalent of all other positions.__..........--.-- 1, 286 hf see. ee 
average number of all employees_--..-.-.-.-------------- 284, 885 | 284, 885 aiTignpdi aah tsi 
Number of employees at end of year---_-.....------------ 281, 366 | 281, 366 |-------------- 

personal service obligations: | 
Permanent positions..-..-.-.-.-.----------------------- $1, 263, 942,000 | $1, 263, 942,000 |..........-... 
Positions other than permanent_-............-.---------- 4, 998, 000 EG el inital ert 
nr Ons GEN WHOOR.. .. Sccecs bodakocccbumewssecusabes 34, 162, 000 36, 165, G08 hicccnscuuivtiiin 
Total personal service obligations--............-..-..-- 7 303, 102, ‘000 1, 303, 102, 000 | ee se ae 

Direct obligations: 
I OI ce inten nin cmn theta tigen ceninire lek 1, 193, 595, 000 es Oe Oe i neeccenkeeaun 
02 Travel ‘ Loebnarneseoetwacedaceeee 61, 317, 000 61, 355, 000 $38, 000 
03 Transportation of things Dist kiineween shieiduliie dante 144, 788, 000 151, 239, 000 | 6, 451, 000 
04 Communication services........-....---.------.---- | 53, 978, 000 53, 983, 000 5, 000 
05 Rents and utility services...................-.....-.] 87, 857, 000 | 87, 939, 000 82, 000 
06 «Printing and reproduction-.----- it discs seed 19, 302, 000 | Se eee 
67 Other contractual services. ..............--...-.-. ol 416, 073, 500 | 424, 791, 500 | 8, 718, 000 
Services performed by other agencies__._......-..-- 36, 189, 000 BG, TOR GEO I. -rwniesacsba 
Labor contracts with other governments-.--.-.-....-- 180, 159, 000 BOO, SER: BOD hen dbacececeues 
08 Supplies and materials Secu ; ial 685, 952, 000 688, 395, 000 2, 443, 000 
09 Equipment i  ssuilcihcsisheiientiadeediatl 37, ; | 144, 706, 000 | 7, 263, 000 
10 Lands and structures. _- — al 3, 733, 000 Ph | A ate ee Se 
11 Grants, subsidies and contributions .............--- 63, 839, 000 GR: BOR B00- bcc le ccne ccs 
12 Pensions, annuities and insurance claims.-......---.- 1, 000 1,000 ijt bios 
13 Refunds, awards and indemnities___........--- : 1, 283, 000 Se Pecceeecesenes 
14 Interest - on Se = —T 1,315 | A Bowttckndsacaels 
15 Taxes and assessments_.____.____-__-.----.-.------- 1, 080, 000 | 1, 080, 000 |. sib atin 
ee sebididkcttndiemel acces 4, 750, 000 felt OO, Leonseacenena~s 
| —— _ denen SE 

Subtotal__ ae | ry 091, 340, 815 3, 116, 340, 815 | 25, 000, 000 
Deduct quarters and subsistence ch: mes Ata | 46, 000 | 46, 000 |---- uit eibae 
Total direct obligations. _. neene---2--n2----] 3, 091, 294, 815 | 3, 116, 294, 815 5 5 | 25, 000, 000 

Reimbursable obligations: | 
01 Personal services : a i are 109, 507, 000 | 109, 507, 000 |.-.-.-.. acetal 
02 Travel... caleehnigeicea moteratameraral ; 2, 299, 000 | ee, O08 12262-2-. 
03 T ransportation of things ae aah 24, 847, 000 96, S47, 000 1.2 sce wccnene 
04 Communication services... _- Se aio eed 5, 847, 000 SO WO Boca ck choca tone 
GS. Teetits Gall Witsy Ser views... ..... nc hk cen tk 20, 765, 000 | SORE BOO ho. nk 
06 Printing and reproduction __................------.-- 2, 813, 000 2, 813, 000 |-~~----------= 
07 Other contractual services Ee, 152, 641, 000 TEE, ORE, GOO fo ccc enccencen 
Services performed by other agencies emda 1, 862, 000 F O68 O00 foi u itd 
Oe OR ORE TGRITIIS,. ns one ccnnnsecncsacsasaaeek 125, 957, 000 196 067,000 ').155.3...cd 55. 
er SO a el denaseenin 37, 920, 000 | i. 7 ) are 
10 Lands and structures. --- le dl 981, 000 | NG tinea, erenenniaie 
11 Grants, subsidies, and contributions ..------------ 6, 379, 000 6, 379,000 |_.-.---------- 
ee RRS ae eee se 96, 000 06, G00i1s 55 ese 
| ——————_— 
Total reimbursable obligations..._-___--.----_----| 491, 914, 000 491, 914, 000 Ls cee cae aeielai 
Supplemental required for pay increase _.--.........-.---- |} 17,400,000 |....-.---- al “17, 400, 000 
a = = —— - _— —_——__— 
eo ecditeanateielik | 3, 565, 808, 815 3, 608, 208, 815 | 42, 400, 000 





Mr. Tuomas. Let us now take a look at the “Operation and main- 
tenance, Army,” item. 

This is really for 1959. 

You are looking for $42.4 million? 

General Hurcnison. Yes, sir. 

Mr. Tuomas. Your green sheets tell the tale. 

Then you have $17.4 million of the supplemental required for the 
pay increase. For Lebanon you have $2,443,000 for supplies and 
material; $7,263,000 for equipment ; $38,000 for travel; $6,451,000 
for transportation of things; $5,000 for communication services}; 
$82,000 for rents and utility services, and $8,718,000 for other con- 
tractual services; all making a total of $25 million plus the pay act 
supplemental of $17.4 million for an ovieall request of $42.4 million. 
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General Hurcuison. Yes, sir. 

Mr. Tuomas. Does that summarize it? 

General Hutrcuison. Yes, sir. 

Mr. THomas. We will put in pages 8, 9, and 10. 
(The pages referred to follow:) 


JUSTIFICATION FOR FUNDS REQUESTED 


Million 
Total rower ee jnsall shonin i sinewnitabaetti ~. $42.4 
This supplemental request covers the following activities: 

Million 

1. Participation in and support of the Lebanon task force a $25. 0 
2. That part of the civilian pay raise (Public Law 85-462) not currently 
financed under the Department of Defense financial plan for fiscal 

year 1959____ eps SBS 5s sea . tis eater area i ae ieee ac 17.4 


The $42.4 million requested in this supplemental budget estimate for fiscal year 
1959 cannot be absorbed within current availability. 

In fiscal year 1959 this appropriation has been required to meet significant 
unprogramed and unbudgeted requirements which total approximately $206 
million. These requirements include implementation of the civilian pay increase 
authorized by Public Law 85-462, conduct of emergency operations in the Mideast 
and in Formosa, widespread wage board employee pay increases in both the 
United States and in oversea areas, support of Active Army and Reserve com- 
ponent strengths in excess of those shown in the President’s budget for fiscal year 
1959, increase in the cost of the dependent’s medical care program and increases 
in postal rates and MATS tariff rates. These requirements of $206 million are 
offset by utilization of $58 million of the $76 million appropriated to support 
military strengths approved by Congress to over part of the civilian pay increase. 

The two activities on which this supplemental budget request is based are 
briefly discussed below : 

Million 


Sees ee ._ $25.9 


(a) Program.—In accordance with a JCS directive of July 15, 1958, the U.S, 
Army was required to prepare and land a task force of sufficient size to provide a 
show of force in the Middle East. The force was to be prepared, if necessary, 
to enter into and support combat operations for a limited period. 

(b) Accomplishments and current status. 

(1) During the period July 18 to October 31, 1958, there were 7,434 U.S. Army 
forces in the Lebanon area with an additional depot force of 387 established at 
Adana, Turkey. Task force units were equipped at the onset at 85 percent of 
authorized allowances; $16 million was required to fill these shortages. Addi- 
tionally there were items within the equipment on hand in the units which were 
not combat serviceable. The replacement of these items cost $1.9 million. The 
preparation of supplies in depots required overtime payment to civilian per- 
sonnel in the amount of $675,000 for USAREUR and $615,570 for CONUS. 

(2) .There were 69 (15 passenger, 54 cargo) vessels used. These were hired 
on a per diem rate basis which ranged from $1,500 to $9,100 per day. A total 
cost of $4.4 million was required to transport approximate\y 4,000 personnel, 
125,000 measurement tons of supplies, and 1,660 vehicles and 88 M-84 tanks. 
The Department of the Aif Force moved approximately 3,000 Army troops at no 
cost to Department of the Army. 

(3) Other charges were incurred to move personnel and equipment to the 
outloading ports and process these personnel and equipment through the ports. 
These activities cost $2.8 million. 

(4) The Lebanon area did not have a communication system which would 
provide a worldwide communication capability. Additionally there was an 
urgent need for maps and mapping surveys of the area. The provision of both 
was accomplished on a crash basis with the attendant speedup of depot rebuild, 
procurement, printing, fabrication, and consolidation of the items into a usable 
communication system and area map package. 


1. The Lebanon task force_____ 
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(5) All troops with their equipment, supplies, tanks, and vehicles have been 
withdrawn from the area. All usable stockpile supplies and spare parts are 
peing returned to depot stocks. This retrograde movement of supplies requires 
similar transportation and processing charges. ; 

(c) Basis of estimate——The Middle East operations were neither programed 
nor budgeted in fiscal year 1959. The additional cost of the supplies, equipment, 
spare parts, preparation, and transportation to or made ready for Lebanon is 
$25 million (BP 2,000, $4.8; BP 2,200, $13.6; BP 2,500, $6.6). Included within 
this dollar figure is the cost of recovery and reshipment of all items to appro- 
priate stock agencies. saiad 
9, Civilian pay raise, Public Law 85-462_.-~.-..-_-~------+-------+-.-- $17. 4 


(a) Program.—The net cost of this activity for fiscal year 1959 will be $75.4 
million taking into consideration programed personnel reductions. 

(b) Accomplishment and current status.—The Department of the Army is 
meeting the $75.4 million civilian pay legislation requirement according to the 
Department of Defense financial plan for fiseal year 1959. This plan provides 
$58 million to be financed within funds currently appropriated, leaving a de- 
ficiency of $17.4 million which is included in this supplemental appropriation 
request. 

(c) Basis for estimate—The estimate of $75.4 million required for fiscal year 
1959 was derived by applying the specified pay increase, together with the im- 
pact of this increase in mandatory Government contributions to the programed 
number of employees eligible to receive the increases. Estimates were verified 
by reports from the field. The basis of this specific request of $17.4 million is 
as shown in subparagraph (0), above. 


Mr. THomas. Let us turn to the middle of page 8: 


In fiscal year 1959 this appropriation has been required to meet significant 
unprogramed and unbudgeted requirements which total approximately $206 
nillion. These requirements include implementation of the civilian pay in- 
crease authorized by Public Law 85-462, conduct of emergency operations in 
the Middle East and in Formosa, widespread wage board employee pay increases 
in both the United States and in oversea areas, support of Active Army and 
Reserve component strengths in excess of those shown in the President’s 
Budget for fiscal year 1959. * * * 

I remind you that these all total $206 million and they are only 
looking for $42.4 million cash. 

These requirements of $206 million are offset by utilization of $58 million of 


the $76 million appropriated to support military strengths approved by Congress 
to cover part of the civilian pay increase. 


Then I go on to read: 
eS 


LEBANON TASK FORCE 


The two activities on which this supplemental budget request is based are 
briefly as follows: 

*“(1) The Lebanon task force, $25 million.” 

Here is where you get some more interesting details. 

Let us read the top two or three paragraphs of this next page. It 
is good reading. 

Under the heading, “Accomplishments and current status,” we 
have: 

(1) During the period July 18 to October 31, 1958, there were 7,434 U.S. Army 
forces in the Lebanon area with an additional depot force of 387 established at 
Adana, Turkey. 


I was there and saw your forces there. 


Task force units were equipped at the onset at 85 percent of authorized 
allowances; $1.6 million was required to fill these shortages. Additionally 
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there were items within the equipment on hand in the units which were Not 
combat serviceable. The replacement of these items cost $1.9 million. The 
preparation of supplies in depots requiring overtime payment to civilian pergop. 
nel in the amount of $675,000 for USAREUR and $615.570 for CONUS 

That is for the European side ? 

General Hutcmison. Yes, both for Europe and in the United States 
for these specific costs. 

Mr. Tuomas. You took how many people out of your European 
theater out of the 7,500? How many did you take? 

General Hurcuison. I would say about 7,500; practically the entire 
force came from Europe. 

Mr. Tuomas. You had some ready stateside that you did not ship 
over? 

General Hurcnison. Yes, sir. We were all ready to go in the event 
this whole thing bomeranged. 

Mr. Tuomas. The forces were brought out of Germany ? 

General Hutrcuison. Except for a few technical people. 

Mr. Tuomas. You had your expense of getting ready to go accumu- 
lated on the stateside? What did you figure that was? $675,000! 
That was just a part of it, was it not? 

General Hutcntson. Yes, sir. The $615,570 was merely overtime 
in the United States in the preparation of supplies in depots. 

Mr. Tuomas. That was your cost at your depots, getting your stock 
ready. 

What do you figure was your cost stateside, all together ? 

Here is your basis for the estimate but give us a horseback guess, 

The Middle East operations were neither programed nor budgeted in 1959, 
The additional costs of supplies and equipment and transportation in making 
ready for Lebanon came to $30,488 million but we are requesting $25 million. 

Is that stateside, or European, or both ? 

General Hutcuison. The majority stateside. 

If you can visualize an operation of this type, we have to get all of 
the shipping ready in the event this does turn out to be a shooting 
war. We have to have supplies en route and that takes—— 

Mr. Tuomas. The purpose of my reading all of this in the record 
and rehashing it is the question you anticipated. If we get into a 
limited shooting war, the expense over and above what you have 
appropriated for this year, or even the fiscal year coming up, is a 
figure you do not know and nobody else knows, but it will be astro- 
nomiical; is that a fairly accurate statement ? 

General Hurcutson. If we went into another war, it would be as- 
tronomical, yes. 

Mr. Tuomas. Those figures will be over and above the 1959 budget 
or the budget you are now presenting here across the hallway in the 
Defense Department. 

There is no telling what it will be; is there? 

General Hutcuison. That is right. 


TOTAL COST OF LEBANON OPERATION 


Mr. TxHomas. What would you say the entire cost was for the Army 
in the European theater on the American side for, let us, the Middle 
East? 
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That figure of $206 million is approximately accurate over and 
above your 1959 budget? Is that clear? ae 

General Hurcuison. Not clear; no, sir. This figure of $206 million 
includes unprogramed requirements other than the Mideast operation. 

Mr. Tuomas. What. do you figure your costs were over and above 
your regular 1959 budget for your Middle East operation, counting 
in stateside costs and European costs? 

You set out a figure here of around $206 million. 

General Hurcutson. $25 million is what we have here. This is 
what we are asking for. 

Mr. JensEN. The total cost? 

Mr. Tuomas. The total absorbed cost and everything else? Is the 
figure $206 million about right? 

General Hurcutson. Including pay for military personnel ? 

Mr. Tuomas. Everything. 

General Hurcuison. We can develop a figure for you, sir. I do not 
know what it would be. This request is operation and maintenance 
costs only. Certainly the other costs, such as military personnel costs, 
would be high. 

Mr. Tuomas. Let me read this: 

In fiscal year 1959 this appropriation has been required to meet significant 
unprogramed and unbudgeted requirements which total approximately $206 
million. 

Is that the correct overall figure for the cost of going into Lebanon ? 

General Hurcutson. No, sir. That includes all sorts of extra costs, 
such as the increased pay rates. 

Mr. Tuomas. Give us a horseback opinion of what that operation 
cost. ‘That is what we are trying to get. Come up with a reasonably 
accurate figure later. 

General Hurcnison. I think, including the military personnel 
cost-—— 

Mr. Tuomas. Everything. 

General Hutcuison. Would be approximately $60 million. That 
is for the Army portion. 

Mr. Tuomas. That is what we are talking about. You reckon $60 
million would cover it 

General Hutrcuison. Yes, sir, approximately. 

Mr. Tomas. Cover everything, equipment, transportation, pay, 
supplies ? 

Colonel Mitpren. It would be more than that, sir. 

Mr. Tuomas. Give usa horseback figure. 

We will leave this off the record. 

(Discussion off the record. ) 

Mr. Jensen. Is that over and above the dollars that would have 
been expended normally ? 

General Hurcuison. That includes the normal expense that. would 
have been incurred anyway, like the pay of military personnel.. The 
strength of the Army was, however, retained at a higher level than 
previously planned because of the situation in Lebanon and Formosa. 

Mr. Jensen. Mr. Chairman, let me ask this question: What would 
be the additional cost of the Middle East operations when you went 
into Lebanon, over and above the normal expense of paying for all 
your normal operations / / 
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General Hurciison. It is $25 million we are asking for in the 
“Operation and maintenance” appropriation. It is approximate] 
$19 million in the “Military personnel, Army” appropriation because 
at that time instead of reducing the Army to 870,000, we kept an 
overstrength up to 900,000 which was for a period of 5 months. 


BREAKDOWN OF EXPENSES FOR LEBANON TASK FORCE 


Mr. Tuomas. We will break down your costs here. 

You are only looking for what, $17.4 million? That means you 
will absorb what ? 

General Hurcnutson. $58 million for the civilian pay raise, sir. 

Mr. Tuomas. Let us break down these costs a little bit more in 
detail. 

Break down this item of $25 million. You have set it out here, and 
you lump in your $25 million. Can you break it down ? , 

General Hurcuison. Yes, sir. 

Mr.'THomas. Break it down for us right quick. 

General Hutcnison. It is broken down by the budget programs. 

The tactical forces portion is $4.8 million. 

Mr. Tuomas. That is in your green sheets ? 

General Hurcuison. Yes, sir. 

Mr. Tuomas. Let us turn to our green sheets, gentlemen, and let us 
break it down. 

These items here total $25 million. 

We can understand your $17.4 million. That is a mathematical 
formula based upon the statute, but break down your $4.8 million 
and your tactical forces. 

General Hurcuison. This primarily includes the necessary supplies, 
spare parts, and minor equipment to get these forces ready. Those 
forces which actually went into Lebanon and those which were pre- 
pared in the United States are included. There is a certain amount of 
civilian 

Mr. Tuomas. For instance, what? $4.8 million worth? Small 
ammunition ? 

General Hurcutson. No, sir; spare parts, supplies, and minor equip- 
ment. 

Mr. Tuomas. For instance, what? 

General Hurcuison. Spare parts. I would say that was the major 
item involved in this $4.8 million. 

Mr. Tuomas. Guns? 

General Hutcuison. Spare parts for ordnance vehicles, tanks, and 
any equipment that we took into—— 

Mr. Tuomas. How much of that is a guess figure ? 

General Hutcuison. It was developed from actual requisitions on 
the Army stock fund. 

Mr. Tuomas. You mean that you have accurate records now ? 

General Hutcnison. Yes, sir. 

Mr. Tuomas. Charged against the stock fund ? 

General Hutcuison. Yes, sir. 

Mr. Tuomas. What about your central supply activity, $13.6 
million ¢ 
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General Hurcuison. That includes $6.4 million for supply and dis- 
tribution costs of stock control, packaging, handling, processing, and 
inspecting supplies and similar supply activities. 

Mr. Tuomas. Was that incurred stateside ? 

General Hutrcuison. Mostly stateside but partly in Europe. 

Mr. Tuomas. All of your forces came from Europe and their equip- 
ment stateside. You did not ship any equipment? You had it redity 
to go apparently and it cost you money ? 

General Hutrcuison. The forces from Europe took their own equip- 
ment with them. We actually shipped additional equipment and sup- 
plies from the United States. We had other ships en route so that if we 
became involved in a shooting war we were prepared to supply ammu- 
nition and other items required for an augmented force. 


TRANSPORTATION EXPENSES 


Mr. Tuomas. Where is that item here for transportation ? 

General Hutcuison. It is in budget program 2200. There is $4.4 
million for “Military Sea Transportation Service, transportation 
charges.” 

Mr. Tuomas. How did you arrive at this? 

General Hurcuison. hese charges are for chartered ships and 
they were furnished by the Navy, the MSTS. 

Mr. Tuomas. That is a military transport service? 

General Hurcuison. Yes, sir. 

Mr. Tuomas. What is the schedule of pay for that ? 

General Hurcuison. It is so much a day depending on the type of 
each ship. 

Mr. Tuomas. Who operates that? Is it civilian operated ? 

General Hutcnison. Mostly contract ships operated by MSTS. 

Mr. Tuomas. Who heads the operation of that ¢ 

General Hurcnison. The Navy Department. 

Mr. Tuomas. It is not operated by Navy personnel? There are 
two or three of us in here that know this. 

General Hurcnison. The Navy Department has Navy officers on 
some of them and in the command and staff organization of MSTS, 
but the ships are operated by civilians under the Maritime Com- 
mission. 

Mr. Tuomas. Civilian personnel in charge of a naval officer, but 
the work is done by civilian personnel and paid out of that appro- 
priation account, “Military sea transportation” ¢ 

General Hurcuison. Yes, sir. That is a revolving fund. 

Mr. Tuomas. How much of this figure here of $4 million is a guess 
figure or actually a budgeted item ? 

General Hurcuison. That is an actual figure as a result of actual 
billings by MSTS. 

Mr. Tuomas. Give us a little detail on that. We do not want the 
fund to make any money on us. 

General Hurcutson. In July we had 19 vessels, 4 passenger and 
15 cargo; in August, 22 vessels, 5 passenger and 17 cargo; in Sep- 
tember, we had 12, 2 passenger and 10 cargo; in October, we had 16 
vessels, 4 passenger and 12 cargo, for a total of 69 vessels, with 15 
passenger and 54 cargo used. The 69 vessels represent vessel months 
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upon which per diem charges are established. The per diem rates per 
vessel ranged from $1,500 per day to $9,100 per day. 

Mr. THomas. Go ahead. 

General Hurcuison. In budget program 2200 we have an item of 
$1,850,000 for inland line haul costs. That represents primarily 
rail costs from depots within the United States and in Europe to 
ports of embarkation and from ports to depots on the retrograde 
movement of supplies and equipment. 

Mr. Tuomas. That is your transportation cost / 

General Hurcnison. Yes, sir. 

Mr. Tuomas. The 2200 program. 

General Hurcuison. All in program 2200—$13.6 million. 

Mr. Tuomas. Where was that hauled to and from ¢ 

General Hurcuison. From depots in the United States. 

Mr. Tuomas. To your port of embarkation ¢ 

General Hurcnison. Yes, sir; and from the depots in Europe to 
the ports of embarkation in Europe, like Bremerhaven or Leghorn, 
or whatever port the supplies and troops were shipped. 

Mr. Tuomas. Every move costs money 4 

General Hurcuison. Yes, sir. 

Mr. THomas. How much of that figure isa guess figure ? 

General Hurcuison. That is an accurate figure because we know 
the tonnage shipped and we know the rates per ton-mile. 

Mr. Tuomas. Has all of this equipment been returned ¢ 

General Hurcuison. It has all been returned. The amount re- 
quested includes the cost of returning all of this equipment from the 
Lebanon area. 

Mr. Tuomas. Is there any of this expense in the regular 1960 budget, 
or is this all covered ? 

General Hurcuison. All covered in fiscal year 1959, sir. 

Mr. Tuomas. The turnkey job for the Middle East is in the 1959 
regular budget, and 1959 supplemental ¢ 

General Hurcuison. Yes, sir. 

Mr. Tuomas. Go ahead. 

General Hurcuison. Then we have $350,000 in “Port operations” 
and we have $550,000 in “Other transportation costs.” 

Mr. Tuomas. What are “Other transportation costs” ? 

General Hurcuison. I would assume that might be air transporta- 
tion of supplies to assist in the rapid gathering of the critical items. 

It is commercial air, I am told, for movement of priority personnel 
and cargo from the United States to overseas and movement of per- 

sonnel within the United States to STRAC units. 

Mr. THomas. Is that set out on page 8 or 9? 
all? Ido not see it, if it is. 

General Hurcuison. In “Armywide activities, program 2500”, we 
have $6.6 million; this consists primarily of the costs to support the 
communications. 

Mr. Tuomas. What was the total on program 2200? $4.4 million? 

General Hutrcnuison. $13.6 million. 

Mr. Tuomas. Program 2500 is what ? 

General Hurcuison. $6.6 million. 

Mr. THomas. What does that cover? 


General Hutcnison. It covers primarily communications and map 
support for this operation ? 


Is it set out here at 
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Mr. Tuomas. MAP? Military Air Transport program ? 

General Hurcuison. No, sir; maps of the terrain—topographic 
maps. 

Mr. Tuomas. Go ahead. 

How do you break down your $6.6 million ? 

(Discussion off the record.) 


Army NatTIonNAL GUARD 


Program and financing 








1958 presently | 1958 revised Increase 
available estimate | (+) or 
| decrease (—) 
oe c 
| 


Program by activities: 
a obligations: 
Military personnel. - - ~---- pachiininns ited $201, 252,681 | $204,317,681 | +$3, 065, 000 

2 BE OPO 5 nn ash do 05 po eeccm wet esesege| 133, 547, 319 | 133. 547, 319 | 


Total direct obligations.__...............-.-- | 334, 800, 000 337, 865.0 000 +3, 0 065, 000 





Reimbursable obligations: 








1. Military personnel _-__-...-- SL iiemigeet toate) 834, 940 | 834, 940 
2. All other .- steel hina ch haairakieaumbde ges ei 778, 540 | 775, 540 
Total reimbursable obligations..........---- 4 610, 480 1 610, 480 | 3 
a I I | 336, 410, 480 339, 175, 480 “+3, 065, 000 
Financing: , | 
Advances and reimbursements from | | 
Other accounts Bt ea —1, 050, 876 el ON TIO oo ee 
Non-Federal sources ek aisle die Stok Ls rok — 559, 604 —559, 604 j......-.--.... 
Appropriation (new obligational authority) ___- 334, 800, 000 337, 855, 600 +3, 065, 000 


Object classification 


1958 presently | 1958 revised Increase 
available estimate (+) or 
decrease (—) 


| — - SS 


Personal service obligations: | 








Potel civitien. 4)! <2... 255.51 ccile 5 -.------| $93, 145, 363 $93, 145, 363 bf pene 
Total military. ...- catellilaserdaatiew div taed ils daiwa dea | 163, 110, 033 166, 175, 033 3 | +$3, 065, 000 
Total personal service obligations__..............- | - 256, 2 255, 396 259, 320,396 | +3, 065, 000 
Direct obligations: ive 
i en UWE... ck deo ccunsecosde ade 256, 133, 101 259, 198, 101 | +-3, 065, 000 
DES ice nc5 he PAPE NARI, ES Ae: 78, 666, 899 78, 666, 899 |....._.----__- 
Total direct obligations.............- micas veka Lit 334, 800, 000 387, , 865, 000 | +3, 065, 000 
Reimbursable obligations: R : 
01 Personal services.................-- Pe eel 122, 205 190) 906%. 22s... i 
All other Slee eR esate cat einen 1, 488, 185 Ss Be Ce atin catenin 
Total reimbursable obligations.....................- 1, 610, 480 1, 610, 480 dt 4 ieatate-- 
Total obligations__.....- phates Ol: De 336, 410, 480 339,475,480 | +3, 065,000 


Mr. Tuomas. We will now take a look at the National Guard, 
Army. We will insert page 4 of the justifications at this point. 
(The page referred to follows :) 


JUSTIFICATION OF FUNDS REQUESTED 


The Army National Guard fiscal year 1958 deficiency is directly attributable 
to the costs of civilian and military pay increases in fiscal year 1958 granted 


87458—59——_18 
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pursuant to Public Laws 85-422 and 85-462. These costs were estimated at 
$4,065,000. The Army National Guard indicated that the unobligated balance 
on June 30, 1958, would be $3,065,000 which was applied to the total require. 
ment of $4,065,000 leaving $1 million as the additional amount required. The 
June 30, 1958, unobligated balance of $3,065,000 was based on preliminary 
obligation reports which have since proven to be inaccurate. It now appears 
that the $4,065,000 for the pay increase was in fact required, of which $1 million 
has already been provided. 

The request for $3,065,000 will provide a new obligation authority of $337,865.- 
000 which will be sufficient to cover the overobligations directly attributable 
to the increased pay costs. 


PAY INCREASES 


Mr. Tuomas. You want $3,065,000? What is the basis of this? 
Your justification says: 

The Army National Guard for the fiscal year 1958 deficiency is directly at- 
tributable to the cost of civilian and military pay increases in the fiscal year 

958 granted pursuant to Public Laws 422 and 462. 

Now, the Civilian Pay Act was pases in 1959. Are you talking 
about the military pay bill of 1958% 

General McGowan. That had to be met in the fiscal year 1958, 

Mr. Tuomas. When was the bill passed—in 1957? Is that the mili- 
tary pay increase bill that you are talking about ? 

General McGowan. Yes. 

Mr. ‘THomas. You refer here to civilian and military pay. What 
civilian pay ¢ 

General McGowan. The chairman is aware that we have employed 
in the National Guard full-time approximately 18,000 National 
Guard men who are full-time technicians in the maintenance of our 

equipment and the operation of our supply establishment. 

Mr. Tuomas. What does that have to do with the 1958 bill? 

General Hurcuison. The Civilian Pay Act, which was made 
retroactive- 

Mr. Tomas. To January 1—— 

General Hurcuison. January 1, 1958, and as far as the 10 percent 
civilian pay increase was concerned, we had 6 months to pick up. 

Mr. Tuomas. The last 6 months of 1958? 

General Hurcutson. Yes. As far as the military pay raise was 
concerned, it was made effective on June 1, so we had to pick up 1 
month of the military increase. 

Mr. Toomas. So there you are with two items? 

General Hutcuison. Yes, sir. 

Mr. Tuomas. You say in your justifications: 





These costs were estimated at $4,065,000. The Army National Guard indi- 
cated that the unobligated balance on June 30, 1958, would be $3,065,000, which 
was applied to the total requirement of $4,065,000, leaving $1 million as the 


additional amount required. 

The June 30, 1958, unobligated balance of $3,065,000 was based on 
preliminary obligation reports which have since proven to be inac- 
curate. It now appears that the $4,065,000 for the pay increase was 
in fact required, of which $1 million has already been provided. 

The request for $3,065,000 will provide a new obligation authority of $337,- 
865,000, which will be sufficient to cover the overobligations directly attribu- 
table to the increase pay costs. 

This is a regular deficiency. Is it coming up in the regular way, 
or do you violate the Antideficiency Act ? 
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General McGowan. It is the position of the Department of De- 
fense that we do not violate the law by overexpenditure, or over- 
obligation. 

Mr. Tuomas. How do you break this $3,065,000 down between mili- 
tary and civilian pay? You do not break it down here in your justi- 
fications. Do your green sheets show it? I looked them over and 
they do not give us too much help. You have military pay, $3 
million. Apparently there is no civilian pay here; it is all military. 
Is that correct ? 

General Hurcmtson. Mr. Chairman, the increased costs for the Na- 
tional Guard civilian and military personnel was originally calcu- 
lated —$2,465,000 for civilian and $1,600,000 for the milits iry. 

General McGowan. In both cases they are all National Gruardsmen. 

General Hutcutson. There was a total requirement of $4,065,000 
against which we received the $1 million, leaving a balance of 
$3,065,000. 

Mr. Tuomas. You paid your $1 million against your military and 
the other is for your civilian, or is it the other w ay around? Did 
you break it down? 

* General Hurcuison. We have not broken it down. 

Mr. Tuomas. Is this an accurate figure now? Is there any guess- 
work in it? 

General McGowan. It is quite accurate. 

Mr. Jonas. You had 1 percent unobligated balances accruing in each 
of the previous fiscal years. How do you account for your f failure to 
follow that pattern in 1958? 

General McGowan. What happened in 1958, sir, was brought about 
by what the Congress has sought in the guard—longer service Na- 
tional Guardsman. Our rates of longevity have increased so that we 
have a longer term National Guardsman tod: ay than we have ever had 
in our history. In fact, this 1 percent surplus that you pointed out 
which developed in the previous 2 years did not develop in this year 
primarily for that reason. 

Mr. Tuomas. It is not due to a pay increase; it is due to the boys 
staying ina little longer? 

General McGowan. That is correct, reenlistments are up and we 
are getting a professional long-term National Guard. 

Mr. Kirwan. I have enjoyed the hearing this morning. You are 
giving a complete report here this morning of your stewardship. 
What you are talking about here is accurate. You know it is accurate. 
You owe the money. I do not think there is any human who can tell 
when they make the budget on items such as these, exactly what it is 
going to cost, or what will happen in the next year. 

The budget for national defense is the biggest in the budget, and 
yet you are coming back here this morning before the Appropriations 
Committee to tell where every dollar went. Iam glad these programs 
are not being handled through the back door approach to the Treas- 
ury as are many through harrowing authorizations and other devices. 
I am happy to be here on this side of the table to hear you make your 
report. I know what you have said this morning is accurate. It 
costs that much money. But you do not know what it is going to cost 
when it starts. You and no oneelse knew that. 

General Hurcuison. We never know. 
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Mr. Kirwan. You never know what it is going to cost. 


TOTAL COST OF LEBANON 





OPERATION 


I am glad 
that I am here this morning to listen to the testimony of you men and 


again I repeat I think it is a better system when you come before the 
Appropriations Committee and account for your expenditures com. 
pared to some programs which merely go directly to the Treasury 
and get the money without any financial review. 


Mr. Rooney. I have listened with interest to the discussion with 
regard to the cost of the expedition in Lebanon. 
total cost including the Navy and the Air Force? 

General Hurcuison. No, sir; I do not know. 

General Moore. If I may, I will insert into the record that figure 


for the committee. 


Can you tell us the 


Mr. Roonry. Will you please do so, and break it down for each of 


the services ? 
General Moore. Yes, sir. 


(The following information was subsequently supplied :) 


LEBANON-TAIWAN OPERATIONS 


Additional costs, amounts absorbed, and supplemental request (H. Doc. 58) 


Army: 
Military personnel...............-..--.-._- / 
Operation and maintenance...-___---- 


Rs I al aio cscrdivennhiin oni bk 
Navy: 
Military personnel, Navy--- 
Military personnel, Marine Corps--_. 
Marine Corps troops and facilities 
Aircraft and facilities ; 
Ships and facilities _- 
Ordnance and facilities 
Medical care _- 
Civil engineering . _. Raiehnae 
Servicewide supply and finance. 
Servicewide operations 


Total, Navy-- 


Air Force: 
Operation and maintenance..._- 
Military personnel_._...._.._- 
Total, Air Force........-- 


Total, Department of Defense... __- 


TRANSPORTATION OF PERSONNEL 


BY 


| 

Additional 
costs 
1 
| 
| 
i 


| 


| 


$19, 091, 000 | 
28, 400, 000 | 


| pnnaieeeds 
47, 491, 000 


| 35, 549, 000 
8, 254, 000 
3, 247, 000 

} 11, 671, 000 

19, 758, 000 

1, 300, 000 

429, 000 

180, 000 

2, 163, 000 
400, 000 
82, 951, 000 


nN? | 113, 849, 000 


Amount 
absorbed 


Sur 
j 


$19, 091, 000 | 








»pleme ntal 
request 





3, 400,000 | $25, 000, 000 

22,491,000} 25, 000,000 

16,312,000 | 19, 287, 000 
8, 254, 000 | a * 

3, 247,000 | _- essed 

; 11, 671, 000 

7, 161, 000 12, 597, 000 

1, 300, 000 

429, 000 

; 180, 000 

te 2, 163, 000 

400, 000 


34, 974, 000 


56, 384, 000 | 


47, 977, 000 


6, 000, 000 


COMMERCIAL AIRLINES 


| 56, 384, 000 6, 000, 000 


78, 977, 000 


Mr. Rooney. I notice either here in the justifications or in the state- 
ment that was read, that included in this request is money to pay for 
the transfer of 1,000 personnel by commercial airlines in connection 


with the Lebanon landing. 
General Hurcuison. Yes,sir. 


Mr. Roonry. Where were they moved from ? 
General Hurcuison. I would say that involved moving personnel 
into units alerted to go overseas and movement of critical equipment 
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and the return of military personnel and dependents to CONUS, from 
Europe. These personnel were at. the port for surplus return but 
scheduled shipping was diverted to Lebanon operations. 

Mr. Rooney. From where, Germany ? 

General Hurcuison. From the United States. We might have units 
which have 2-year inductees who have only maybe a month or 2 months 
to serve. We have to move them out of units and replace them with 
men who have a reasonable length of service to perform. At the same 
time we may have shortages in certain specialists, and we have to fill 
shortages in units that are alerted for overseas movement. 

Mr. Tuomas. Did not the Air Force fly a lot of these people over 
there by every means? 

Mr. Roonry. That is my point. There is a statement in the justifi- 
cations that the Air Force flew 3,000 personnel. My question 1s why 
did not the Air Force fly 4,000, and we would not have to pay for the 
commercial airlines ? 

General Hurcuison. The 3,000 you referred to were moved by the 
Air Force Troop Carrier Command from Germany to Lebanon. At 
jeast that is my understanding. The Air Force does not run scheduled 
MATS in the continental United States. For air movement of indi- 
vidual military personnel within the continental United States we 
move many of our military personnel by commercial air. 

Mr. Rooney. Are we to understand that this money for payment 
of commercial airlines, for 1,000 personnel, was all in the continental 
United States ? | 

General Hurcuison. Yes, I would say so for the greater part of the 
1,000 personnel. 

Mr. Rooney. And the total cost was how much ? 

General Hutcuison. $550,000. 

Mr. Rooney. That would be $550 a head. 

General Hutrcuison. Some of that may represent the shipment of 
technicians from the United States to Lebanon. 

Mr. Tuomas. At lot of that was statesside personnel as sure as the 
world. 

Mr. Rooney. And MATS was not in a position to handle that? 

General Hurcuison. I would say not, sir, if they were making 
these shipments from Germany to Lebanon. I would imagine they 
would keep a large portion of their fleet in case actual combat broke 
out in Lebanon. We would want that airlift in Germany where we 
would have our closest troops. 

Mr. Rooney. Please insert at this point in the record a statement 
in answer to the questions asked. (rive us exact figures, where they 
were flown, the bulk of them, and exactly what this is all about. 
was surprised when I read these justifications, to find that the Air 
Force flew 3,000 and you had to get commercial airlines to fly 
another 1,000. I was under the impression that the Air Force was 
in a position to fly all of the 4,000 personnel. 

General Moore. We will dothat Mr. Chairman. 

(The following information was supplied for the record :) 
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AIRLIFT OF PERSONNEL BY MATS AND CIVILIAN AIRLINES 


During the period July 15 to October 31, 1958 the U.S. Army Combat Force jp 
Lebanon attained a strength of 7,434. This force was deployed primarily from 
Europe with some technical support from CONUS as follows: 

(a) Three thousand troops were airlifted from Europe to Lebanon by the Air 
Force Troop Carrier Command at no cost to the Army. 

(6) Four thousand, four hundred and thirty-four troops were transporte 
from Europe to Lebanon by MSTS for which the Army has been billed. 

In addition U.S. Army capability in Lebanon was increased on a temporary 
duty emergency basis by the provision of on the spot technical and specialist 
military personal and support. These moves as summarized below were ac. 
complished by MATS with billing to U.S. Army. 

(a) Twenty-six Signal and Ordnance personnel with 56 tons of Signal equip- 
ment in three special C—124 cargo planes. 

(b) Forty-six Technical Service personnel, in three groups with 4,000 pounds 
of Signal pictorial equipment. 

(c) Sixteen additional Headquarters, Department of Army, personnel. 

An additional requirement developed when scheduled water transportation wags 
diverted from the Europe-CONUS run to support the Lebanon operations. There 
were 557 military personnel and their dependents being processed in the Euro- 
pean port areas for return to CONUS. This diversion of transportation and the 
need to clear the port areas in preparation for the increase in port operations for 
Lebanon necessitated the substitution of commercial air to move the 557 per- 
sonnel to CONUS. The cost of this move was intially charged to “Operation 
and maintenance, Army” and will be corrected. 

In this regard it should be noted that the airlift of personnel from Europe 
to CONUS is normally provided by MATS. When the above demand was placed 
upon MATS, this agency could not provide the requested service as they were 
fully committed. Therefore the individual must travel by commercial air which 
requires the direct citation of Department of the Army funds, MPA appropria- 
tion, to the airlines. 


Mr. Jonas. I would like to have an accurate figure on the cost of 
that Mideast operation, too, but in compiling those figures I think 
it will be necessary—am I correct in this, General—it will be neces- 
sary to show only the additional costs that were incurred which would 
exclude ordinary military pay ? 

Mr. Rooney. I am glad that you brought that out. My question was 
directed to what this operation cost over and above the normal opera- 
tions of the Armed Forces. 

Mr. JENsEN. I want to say this has been very enlightening for me. 
I was quite surprised to learn, as was Mr. Rooney 

Mr. Roonry. May I interrupt you a second? I want to clear this 
up before you ask the next question, which I know is going to be 
interesting. 

The Air Force flew without charge the 3,000 personnel from 
Germany; is that correct ? 

General Hurcutson. That is correct. 

Mr. Roonry. And you do not have anything to cover that in this 
budget, or any other budget ? 

General Hurcnison. Nothing in here to cover that. 

Mr. Rooney. But there is contained herein the amount of $550,000 
to pay for the commercial airlines; is that correct ? 

General Hurcuison. That iscorrect, sir. 

Mr. Jensen. That clears that up, so far as the Air Force is 
concerned. 

Now, I have naturally supposed that our own Government-owned 
ships hauled all of this equipment and the men to Lebanon. 

Did we hire commercial transportation? Was that necessary? 
Was it necessary to hire commercial transportation to Lebanon be- 
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ause of the fact that the Navy did not want to take ships from other 
yreas Where they might be needed in the event of some action, or just 
shy was it necessary to hire commercial ships to do this hauling? 

eneral Hurcuison. As you know, sir, the Military Sea Transport 
Service operates cargo and passenger vessels for all of the military 
grvices. Whether they are actually Navy-owned vessels, or whether 
they are chartered vessels makes no difference to the Army, because 
we have to pay the Military Sea Transportation Service. 

Mr. Jensen. I realize that. However, it makes a difference to the 
taxpayers of America whether or not they are hired or not. 

Mr. Rooney. These ships were formerly known as the Army Trans- 
ort Service? 

General Hurcuison. Part of these ships probably were; yes. 

Mr. Rooney. I am not referring to specific ships, but the operation 
was formerly known as the Army Transport Service ? 

Mr. Tuomas. This is a Government-operated unit. This is not 
private enterprise. They have an element of cost in them over and 
above what you are talking about. You have not asked the ques- 
tion whether they hired anybody other than the Military Transport 
Service. There may be an element of cost in there. 

Mr. Jensen. That is right. I am wondering why it was necessary 
to go to the expense of hiring outside sea transportation to get men 
and equipment to Lebanon. 

General Moore. May I very briefly attempt to answer your ques- 
tion ¢ 

First, we operate the Military Sea Transport ships with three kinds 
of assets—those ships we own and which are in the service and are 
estimated to carry the load for the foreseeable future—for 1 month, 
for 6 months, or 12 months, and so forth. Second, ships in moth- 
balls which on occasion we can pull out and put into service if there 
be an additional load, and if there be time enough, and third, a cer- 
tain portion of our load which is carried in ships chartered from time 
to time on a daily charter basis. 

Mr. Jensen. You mean ships that already ply back and forth from 
these points? 

General Moore. We charter them from commercial shipping inter- 
ests for the duration of the voyage that we anticipate. 

Mr. THomas. You go over to the Maritime Administration and pull 
out a half dozen ? 

General Moore. Yes. Another thing is, and this must not be lost 
sight of, there is no appropriation for these operations. They used 
to get an appropriation years ago and they hauled everything free, 
and sometimes tke went empty and when they operated a ship half 
empty they had enough money to pay for it from the appropriation. 
As an economy measure the Department put the Transport Service on 
a working fund basis and if they do not get paid for hauling people 
or tonnage they must go out of business. So as soon as one less ship 
operating will carry the load that ship is disposed of, first to in- 
dustry or to mothballs, or put in drydock. 

Mr. Jensen. As I understand it, you do the thing in the most ex- 
peditious way. If you had the time it would not be necessary to em- 
ploy commercial shipping; is that right? Is that a fair statement? 
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General Hurcuison. In an emergency like this we hoped that. it 
would not be very long. It would be cheaper to hire a commercia] 
vessel already in operation rather than talee one out of mothballs 
and refit it and hire the crew, and so forth. 

Mr. Jensen. Now we are getting down to the doughnut. That is 
exactly what I am trying to find out. Iam asking a question possibly 
that 99 out of 100 American people would ask who are not Familie 
with your operations. It is not bad to have such answers in the ree. 
ord. So much for that. 


CIVILIAN PERSONNEL EMPLOY MENT 


How many civilian personnel will the Army have at the present 
time on the payroll? Can you give that figure offhand ? 

General Hurcuison. In round numbers 400,000. We can supply 
the exact figure for the record. 

Mr. Jensen. Also, you have the WAC’s. 

General Hurcuison, Yes. 

Mr. Jensen. The chairman has just requested that the figure be 
broken down between the civil service employees and the blue-collar 
employees. The blue-collar employees are the men that do the physi- 
cal labor. 

General Hurcnison. We can supply that. 

(The information is as follows:) 


Department of the Army direct hire civilian personnel as of Jan. 31, 1959 





kl a a aac ailing eoidieatbitaecs 
Ungraded (blue collar and non-U.S. citizens) - a ee 
NR ae taketh te bib det aban oe ecb US stl cdniete 407, 206 


Notre.—Includes military functions, civil functions, and mutual assistance programs. 


Mr. Jensen. Are the WAC’s doing clerical work at all today? 

General Hurcnison. Yes; some of them are doing clerical work. 
Many are working as assistants in hospitals. 

Mr. Jensen. The reason I asked the question, when the Congress 
instituted the WAC’s it was the understanding that they would go 
into the service and, generally speaking, would do clerical work and 
thus relieve men to fight. In a few plain words, that is what the 
Congress understood. I was here when the law was passed. It was 
not long before we found we were adding additional clerical help 
even after we had brought in the WAC’s which, as I said, were sup- 
posed to do clerical work as well as other activities. 

Now, you have 400,000 civilian employees. Can you tell me right 
now how many of those are doing clerical work, administrative work? 

General Hurcnison. No; I cannot give you a breakout in that cate- 
gory. The 400,000 include the military functions and the civil fune- 
tions—all the military construction. 

Mr. Jensen. Under the Army Engineers? 

General Hutcuison. Under the Army Engineers. It coversa wide 
gamut of employees. I think most of the clerks that you talk about 
would be paid under the “Operation and maintenance appropriation,” 
the one that we were discussing this morning, and we have something 
like 300,000 civil employees under this appropriation. We can fur- 
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| nish a breakdown of the number of clerical personnel in this appropria- 
| tion, which I think would probably answer your request. 


) 


Mr. JENSEN. You also have military personnel that do clerical work, 
do you not? 

General Hurcuison. Yes, to a limited degree. I do not think it is 
yery prevalent now, except with the WAC’s. We do have some, par- 
ticularly in the oversea areas. 

Mr. Jensen. I do not mind telling you that I am always of the 
opinion that we have more civilian personnel doing clerical work 
than possibly was needed. From my standpoint and from my knowl- 
edge of the situation—and I have been on this Appropriations Com- 
mittee for 17 years and for a couple of years I delved pretty thor- 
oughly into the personnel of every department and agency, bureau 
and commission in the Government, including the Army—and I have 
come to the conclusion that the Army is not much different from other 
agencies of the Government in the fact that they were overstaffed, 
especially in the civilian personnel to the end that the civilian per- 
sonnel were relieving the lower grades in the Army from doing their 
proper part in clerical work. I do not think there is any question 
about it. I can tel] you that right now, and I do not want to be critical. 
It is not my nature. Iam a great believer in the military, and a great 
advocate of the National Guard. I have more National Guard units 
in my district than in any other district in the United States. I think 
the record will show that for the Seventh Iowa District, and they do 
great work. Isaw them operate in the flood that raced down through 
my little villages and believe you me they were on the job, and what 
a job they did. I was proud as a peacock, and I said to my people, 
“This proves to me that my support of the National Guard has been 
completely justified, not only in peacetime but in wartime,” and so 
I felt pretty good about it, and I so expressed myself. 

General McGowan. The 34th Division in World War II was one 
of our best divisions. 

Mr. Jensen. They walked off the gangplank first in the last war. 
We are pretty proud of the 34th Division. 

General McGowst. We would have to search very hard to find a 
poor one. We did not mention the 36th of Texas. 

Mr. Jensen. The towns of Red Oak and Shenandoah are in my 
district and they suffered a terrific loss from that flood. It wasa terri- 
ble thing, but they took it like real patriots. 

Now, Mr. Chairman, I do not want to belabor this thing. 

Mr. THomas. All right. 

Mr. Jensen. But I am not quite satisfied with the fact that I feel 
that the Army and the Navy and the Air Force are all overstaffed 
with civilian employees, and I think it is something that could be 
looked into. As I say, I went into this very thoroughly a few years 
ago and my findings were that you had too many people sitting 
around, civilians, doing the job, or putting up a position and trying 
to do a job that the regular military low-grade soldier, sailor, marine 
and Air Corps men could be doing. It would save a lot of money. 
I think it is worth looking into, my friends. 

General Hurcuison. I know that the Department of the Army for 
many years has made it a policy to free as many military for strictly 
military duty as is possible in order to provide the best combat pos- 
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ture with the available military strength. Certainly, in certain gee. 
tions of this country and oversea areas we can hire civilian employees 
cheaper than we can support the military. In other words, especially 
the lower grade civilians are much less expensive than to utilize thy 
military. 1 recognize it is a very complicated problem. 

Mr. Jensen. You are right, but if they are not needed then, of 
course, it is an unnecessary expenditure. 

General Hurcutson. I would certainly agree with that. 


UTILIZATION OF MILITARY SEA TRANSPORT SERVICE VESSELS IN LEBANON 
OPERATION 


Mr. Bow. General, going back to the ships, were all the ships that 
you mentioned here in the amount involved in this budget in actual 
operation for the expedition to Lebanon, or were some on a standby 
basis? 7 

General Hurcuison. I c annot answer that question, but we can get 
the information and insert it in the record at this point. 

Mr. Bow. Would you also insert in the record the vessels that were 
not in the regular transport system, those that you got from the out- 
side, and give some breakdown on the actual operation ? 

General Hurcnison. We will be very happy to furnish that for the 
record. 

(The following information was supplied later.) 


UTILIZATION OF MSTS 1n LEBANON EMERGENCY 


All vessels used in the Lebanon operations were MSTS vessels. The first 
shipment was made on July 16, 1958, from Leghorn, Italy, to Beirut. During 
the period July 16 through October 31, 1958, 69 separate trips were accomplished 
by MSTS vessels. In most instances the same vessel was used several times 
between European ports and Lebanon. In the same period there were 8 re. 
supply shipments from CONUS ports to the Lebanon area on regular MSTS 
shipments costing $248,364. The costs in the budget are based on actual bill- 
ings to the Army from MSTS. 


EVACUATION OF PERSONNEL FROM LEBANON AREA 


Mr. Bow. I have one further question. In your costs of this Mid- 
east Operation, were there any funds involved that were used for the 
evacuation of personnel from the Mideast ? 

General Hurcuison. The $25 million covers not only the move- 
ment of the personnel into the Middle East, but also the retrograde 
movement of both personnel and supplies. 

Mr. Bow. Was some of that civilian evacuation American civilians! 

General Hurcnison. Not that I know of. 

Mr. Tuomas. There is some in there. 

General Hurcuison. We did not finance any that I know of. 

Mr. Bow. The State Department handles that evacuation and that 
is the reason I asked the question, to see that we do not have any dupli- 
cation here. 
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Mr. Tuomas. It certainly says in the justifications some place that 
you had a few civilians that you evacuated. You may have charged 
over to the State Department. That is immaterial. You may 
proceed. : : 

Mr. Bow. I would like to have that to see that there is no duplica- 
tion here of evacuation for the military of civilian personnel that 
might be charged to the Department of State. 

Mr. Rooney. I think when the general mentioned the retrograde 
movement of personnel he was speaking of the end of the tour there 
sometime in October. 

General Hurcutson. When we closed out the operation, when we 
moved all of the military out. The civilian technicians that we had 
there were moved out. 

Mr. Bow. At the conclusion of the operation ? 

General Hurcutson. Yes. 

Mr. Bow. I wish you would check on it and see whether or not in 
this item you have any expense for the evacuation of civilians at the 
time of the emergency. 

General Hurcntson. Offhand, I would say not, but we will look 
into it further and insert a statement in the record. 

(The information requested follows :) 


EVACUATION OF AMERICAN PERSONNEL FROM LEBANON AREA 


Insofar as the Department of the Army can ascertain any evacuation of 
American personnel from the Lebanon area was accomplished by the U.S. State 
Department. 

Mr. Bow. General McGowan, let me say this to you, I hope you 
have throughout the Nation as distinguished officers as the new Com- 
manding General of the 37th Division in Ohio. General W indom, 
in my estimation, is not only a great and distinguished American, 
but a very fine officer. I had the pleasure when I was a war corre- 
spondent of serving in the Philippines with his regiment. I have 
spent a great deal of time with him. I consider him one of the real 
fine citizens of Ohio and certainly a very great soldier. 

General McGowan. He compares, and I am sure he does with his 
predecessors. 

General Beightler who led the 35th Division throughout the entire 
Pacific war I am sure is recognized as one of the great general officers 
in modern history. Supporting him were General Kreber and Colonel 
Windom both of whom have now commanded the great National 
Guard Division of Ohio. The 37th Division had a great record in 
World War Las well as World War II. 

Mr. Bow. No one could ever touch General Beightler. 

Mr. Tuomas. Thank you, gentlemen. 











282 


Wepnespay, Fresruary 25, 1959, 
DEPARTMENT OF THE NAVY 
WITNESSES 


REAR ADM. G. F. BEARDSLEY, USN, DEPUTY COMPTROLLER or 
THE NAVY 


REAR ADM. L. ENSEY, USN, ASSISTANT COMPTROLLER OF THE 
NAVY, BUDGET AND REPORTS 


COMDR. J. W. M. MONTGOMERY, USN, CHIEF STAFF OFFICER 


Mr. Tuomas. The committee will please come to order. 
We have with us some of our distinguished friends from the Navy, 
We have all of the top brass of the Navy this morning. We have 
a distinguished group here and we are delighted to have you. 


GENERAL STATEMENT OF ASSISTANT CoMPTROLLER, Direcror oF Bupeger 
AND REporTs 


Admiral Ensrey. Mr. Chairman and members of the committee, I 
appreciate the opportunity to appear before you today in support of 
the Navy supplemental appropriation request. This request covers a 
deficiency for fiscal year 1958 and supplemental funds for 1959. Navy 
requirements for supplemental funds have been occasioned by new and 
unbudgeted costs arising from a number of causes, the most important 
of which I would like to mention briefly. 

It is of note that wherever possible, increased costs have been ab- 
sorbed within existing programs. The appropriations which we are 
requesting today represent net expenses which are beyond our capabil- 
ity to absorb within funds available. 

Attached to this statement are two tables for the information of the 
committee which are at this point submitted for the record. Table 
No. 1 provides a schedule of the Navy request by program and appro- 
priation. Table No. 2 is an analysis of supplemental requirements 
showing obligations and expenditures generated by this request. 


TOTAL REQUIREMENTS 


The total of all Navy supplemental requirements for fiscal years 
1958 and 1959 is $136,526,000. Briefly, funds are requested for the 
following programs: 


| 


| 
| 
| 


y by program, by appropriation title 


New obligational a uthorit 


ciency— 
K2and 


958 defi 
oi 


vr 


baka eunniamentals and fiscal year 1 


























j 



































429 ‘ZI OF9 ‘6 | 206 ‘821 £92 ‘ZE 
a Ce ee | 020 ‘6 gla gates 
$29 ‘ZI 0+9 ‘68 | 298 ‘FIT | G12 ‘oz 49% ‘29 
en asap semeneen a preetan es reentrant eg reneneny anes rep eneran tans tees ae nae ye uaEe ee epetorsasta | $66 ‘6 
Boers 9ZE *S 922 “S | OOF 9ZE *S 
Se  pivastes to OST “FI ele ‘ol £91 % ( 
ee zoe 'e ZEL ‘E Ost oe 'E 
ARE =k ais FIZ 001 ‘8 988 ‘2 b1Z 
Seer a 9F6 ‘Z | 9b ‘F 00€ ‘T 9F6 ‘Z 
Say £0F ‘LZ 000 ‘NZ 269 ‘ZI £0 ‘2 
ees 6F2 ‘9 000 “0Z IGZ “SI 62 ‘9 
0£9 % et ee ee eee ee ee FE eo eee ee 0£9 ‘% 
ee ee 86F ‘LT | haem + ee © LE “61 awe iiss! SEL ‘98 GEL ‘9E a ego ae 
ieseediaias =. a a a cease imiinnieenio 
| TBMIBL 
19430 [lV 9790.1} 0180 pus [VIO ; 
~<eeqy [BOTpe yy ISBA-PIIV Avd Aed 
Aed | UBITIAID 1810.1 4010 ITV UBITIATO 
ugyAp |~ aaa a a oes Oo 
‘— "ON 19110 ITV 
i a Be i a na tel an Nt caren cae are OB 
$2 "ON “90d “H TROL 
|suB][op JO Spuesnoy} uy) 
— puv 39 ‘20 *H 
27043 uownrtidoiddy fig ‘wnsBoud fig finsoymn you0rzp0b1yQ0 many—fiouaivyYap ggE] avoh qposyf pun 
a : 
e >, - — + ot . 3 ‘ 
os o of Pe 8 “SSrEe 282° £242 
aed oe cS = x SGwrit Sa Ff Seon weg 


666 ‘6 


9ZL ¢ 
ele 9 
GEL 
001 ‘8 
OFZ “b 





I 


000 ‘0@ 
000 “02 


o0e9 “% 
cel ‘Y' 


18? 


irs 
he 


e 


OL 





_ “s-=e==="""-1890) PUBI) 


“AABN ‘8189 [BOIPO]Y 


| AONDIONAIA SG6I UVAA TVOSIA 


6961 


s[e}ueUI 
-ajddns Iwoh [Bosy ‘(BIOL 
-- AABN ‘JueurIdo[aAep pus YyorIVeseY 
| “AABN ‘SUOT}BIIdO0 OpILMao] Aleg 
|--- AABN ‘oousuy pus Ajddns apt maojasog 
a ww ae" """ AABN ‘SUMOOULSUS [LAT 
AABN ‘8180 [BOLPO TY 
Pee te AABN ‘SOTPT[LOBjJ PUB DOUBUPIO 
aoe ee eee AABN ‘SOT ]IO8y pus sdtys 
“AABN ‘SOJT [IvB} pus ely 
~----=--so9suadxe [esques ‘Jouuosied AABN 
~-""--" AABN ‘PouUOsiad ABIL 








SIVLINAKAMddIOAS 6961 UVAA TVOSIA 


en uopetdoiddy 








284 












































002 “T | £91 Sek © 
ee 000 ‘EI | OST ‘FT | OSI ‘FI 
ine SS | | — ————___EW_ —_—_—— |= —- 
Zep | o0e ‘e | ce‘ ZeL ‘f 
08z | OOT | o8e ose | = 
2st 002 € | ogee —_- a 
| 
000 % OOT ‘8 OLS OOL ‘8 OOL ‘8 
066 ‘T | 968 “¢ 988 *L | 988 °Z O88 *Z O88 *L 
Or 02 | FIZ 1Z FIZ IZ 
9Fg 002 “E | 9b2 ‘F | 962 ‘> | | OF2'P | OF@ t 
00F 006 | | 008 ‘T | 008 “T 
OPT | 008 °% | 9F6'Z | 066 '% 
— — = - i 
008 ‘z | 002‘ | 000 ‘02 000 ‘0z | 000 ‘Oz 
169 ‘% | 000 ‘Or | 269 ‘er | 269 ‘ZI 
£02 | 002 ‘2 | £06 ‘2 | £06 ‘2 a ‘L 
——————————————= = a —| == = 
000 ‘2 000 ‘8ST 000 ‘0z | 000 ‘Oz 000 | 000 ‘Oz 
Z ic oulae 4 i , 
12 ‘I 000 ‘ZI 192 ‘1 | 192 eI 192 ‘1 192 ‘1 
6h 000 ‘9 6h% 9 | 662 “9 6b% ‘9 6bZ ‘9 
oet 008 % | 089% OF9 ‘SZ 0E9 ‘ZF , 0f9 ‘2 
000 ‘9¢$ | oe2 ‘oes cee ‘Et : | Sez ‘oes | Sez ‘oes 
| 
pinata —— | ; _ 
0961 6961 ‘ON ¢ ‘ON 
Iva& [Bosy U] | wat [Bosy UT | | | ‘200 “H ‘000 ‘H [Iv 


SdIN}IPUsdXs AN 


8u01j061)90 jIa4Up ‘fAiprsoyjny 20u01;D61)90 mau ‘a7717 U0r7 














suoT) e3 
“1140 Pog 








| 
| Ajlioqyne [we 





















HIVST[GO MON 








{siBjjOp Jo spuvsnoy) uy] 


( PUD 89 *8I0q “FI ) Saanpipuadxa you 
vniidouddn fig fguanoyap 896 


puv 
J 4vah qwoosyf pun 


[AABN ‘oouvuy pues A[dd 


SpDpUaM aI NS HOF 





£AUN “Se 


-AAB 





:AAGN 
‘sos Ixo [8 
“10410 [Ty ‘AAR 


J 4vah poosig 








<ed ut 
@PIMBII AIS 














[BIO] 
1930 [[¥ 
Ced ut 19 
BN ‘SULIVOUI ZU [TATO 
(BIOL 
1910 [TV 
: vd ut 19 
AABN ‘Out PON 
“Te 
19130 I[y 
““Asd ut o 
IITIOB) put uploO 
[BIO], 
"7777" "~~ 49090 ITY 


~""ABd UBIO 
N ‘so1aj[]08) pus sdrygg 


“""[BIO.L 


“ 19490 ITY 
Avd ueyiaro 


[Tovj pusv yRuony 





‘jouuosJOd AABN 


N ‘Teuuosied Are py 


sppzuauajddns 696] vali 10981.,44—*Z, ATAV J, 





285 































































gg ‘II | 096 ‘$I 99 ‘OET | ozo ‘oer | $20 ‘ZI 
91z ‘8 960 ‘OZ z0z ‘48 | 292 ‘$8 

09g ‘e 406 ‘8h | $92 ‘ZS | ¥9z ‘ze 

ae aaa oe =e 0906 

uo ‘TT | 006 ‘SII 

912 '8 966 ‘99 

09€ ‘E P06 ‘SP 

$66 000 6 

9ZE 00F *¢ 

ee | OOF | 00% |- 
98 000 ‘¢ | oe ‘g | 928 ‘g | " 
g19'T ~ loonst si ete ‘on 2 + 

£94 002 ‘t £91 ‘% | gor ‘z ns 
Ost't 000 ‘eT OST ‘FI OST ‘FT | 7 


206 “E21 
292 “$8 
OF9 “68 


0c0 6 





92° 


acs 


00F 


97e 3 


ere “oI 


e9r ‘Z% 
OST “FT 


“s}ueurysn[ps 


292 ‘$8 


493 ‘Zo 


0¢0 ‘6 


OL LZ 


Zz ‘SL 


G tum 


b9Z ‘ZY 


$66 ‘6 


9BL 'S 


OOF 


9E 9 


ele 91 





£9t ‘2 
OST ‘bT 





U0]}831[GO JUeNbesqns puB Rog IBOA [VOSY Ul POLINOUT STIOIIBSI[GO syooyoY, 





oa 


| ~~~" 49490 ITV 
Aed uviflAry 
| 71830] puBlyry 





19410 [[¥ ‘AABN ‘0189 [ROIPSTY 
houaayap gog] svah jp28t7 
[810.1 


1010 IV 
I 








. i Aud uevyiatg ‘AABN ‘JuUoMIdOPIANp puB Yoivasoy 


Bist ae en oneen ---- see seeeSsa7> 5" — ee 











Classified and scientific pay increases__._._.___--.--.--_----~------ $52, 264, 
Middle East and Taiwan costs__-----.------------~-------------- 47, 977, 000 
een 1 SOIC OO, a occ enlte mmqunebense neieennndpabenaes 9, 050, 000 
UNL INI OUI CU chemi ae sincere ppt eondipa paren eoacheremstprnbonanreadede T, 457, 000 
Ta Tu UN "OC a scsi eranind ee ppervenemee eee became 2, 280, 
All other___........~~~..---_--~~+-as6sss--<------------------- 17, 498, 000 
II cite reriientntesontrinntinnp pein ae nmnisiontigne -eeeyeine 136, 526, 000 


CLASSIFIED PAY INCREASES 


A total of $52,264,000 is included for classified pay increases enacted 
subsequent to the presentation of the 1959 budget and which are 
beyond the capability of the department to absorb within currently 
available funds. It is of note that the total increased Navy costs 
resulting from Public Law 85-462, Federal Employees Salary In- 
crease Act of 1958 was $85 million. Wage Board increases during the 
year imposed an added cost of $71 million. Of this total civilian pay 
increase of $156 million, more than $104 million will be absorbed, leay- 
ing a balance of $52,264,000. The President’s communication of Feb- 
ruary 11 (House Document No. 58) contains $39,640,000 of this 
amount and the remaining $12,624,000 is found in a subsequent com- 
munication. 

MIDDLE EAST AND TAIWAN COSTS 

As you will recall, it was in July of last year that the Navy was 
called upon to land marines in Lebanon. Scarcely a month later, on 
August 23, it became necessary to augment the 7th Fleet as a result 
of Communist pressure in the Taiwan area. 

The increased and unabsorbed costs of these Middle East and Tai- 
wan operations through the period ending October 31, 1958, have 
generated this request for $47,977,000. The largest increment of these 
costs is for the pay of military personnel retained on active duty be- 
yond their planned release dates because of these critical situations. 
The remaining costs occurred in seven operating appropriations and 
resulted from accelerated operations and greater usage of supplies, 
spare parts and equipments, both in the Mediterranean and the Far 
East. Added costs were incurred because the increased tempo of oper- 
ations necessitated a speedup of ship and aircraft overhaul and repair 
activity in the continental United States. 


MEDICAL CARE 


A deficiency of $9,050,000 exists in the appropriation “Medical care, 
Navy, 1958,” and additional funds are required to liquidate obligations 
properly established under the dependents’ medical care program. A 
report of violation of administrative control of appropriations regu- 
lation has been filed by the Department of the Navy. 

This deficiency was due to increased patient load and higher hos- 
pitalization rates for the care of dependents of military personnel in 
non-Naval medical facilities. Because of the then-existing program 
regulations, dependents of military personnel in all services were per- 
mitted complete freedom of choice with respect to the medical care ob- 
tained through Government or through private medical facilities. As 
the program regulations were jointly agreed to by the Department of 
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Defense and the Department of Health, Education, and Welfare, obli- 
amet incurred in this program were e not subject to unilateral control 
>the Navy. 

On October 1, 1958, the program regulations were modified in order 
to limit the use of civilian medical facilities and to increase the use 
of military medical facilities to treat dependents of military personnel. 

A supplemental request for medical care, Navy, 1958, was denied by 
Congress last year. Such denial has not elimin: ited the overobligation 
and so the Department of the Navy is now requesting a deficiency ap- 
propriation in the amount of 39,0: 50,000. 

For fiscal year 1959, $7,457,000 is needed to augment medical care 
funds. Inc reased utilization ‘of other Federal hospitals for care of 
active duty and retired naval personnel and their eligible dependents 
accounts for $3,214,000 of this total. 

Mr. Tuomas. Let me interrupt you about your deficiency in your 
regular medical program. Most of that came about because of your 
medical care ? 

Admiral Ensry. Yes. 

Mr. Tuomas. I find when I do not pay my bills on time my creditors 
shut me off. 

Admiral Ensry. The Army pays the bills. They are given the bills, 
and as the financer of that account, pay the bill automatically, and 
then we owe the Army. 

Mr. Tuomas. It is the Army that is trusting you ? 

Admiral Ensry. Yes. 

Mr. Tuomas. How long is the Army going to keep on trusting you? 

Admiral Ensrey. They are going to come at us with knives, I am 
afraid. 

Mr. Tuomas. I would not want to do business with them on that 
basis. Youmay proceed. 

Admiral Ensry. Actual experience to date reflects a sharp increase 
in the use of other Federal hospitals over previous estimates. Addi- 
tionally, hospital rates established after the beginning of fiscal year 
1959 have been increased from $21.25 to $23 per patient-day. 

A further shortage of funds exists in this fiscal year for medical 
care of dependents of military personnel in civilian facilities. As 
recommended by the congressional Committees on Appropriations, 
joint regulations of the Department of Defense and the Department 
of Health, Education, and Welfare have been revised to limit the use 
of civilian medical facilities by dependents of a ary personnel. In 
order to pay the increased costs for the full year 1959, an amount of 
$4,243,000 is requested in the supplemental for eapeidnte medical 
care. 

ANTARCTIC OPERATIONS COSTS 


The Department of the Navy, as executive agent, is responsible for 
logistic support of Operation Deepfreeze in the Antarctic. Added 
costs, due to unbudgeted transportation charges and, to a lesser degree, 
extension of the operation beyond the originally scheduled comple- 
tion date, have created a need for $2,280,000 in supple mental funds. 

Mr. THomas. That is for the International Geophysical Year. 
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Admiral Ensry. That year ended, and, instead of ceasing Deep- 
freeze at that point, we have continued it on into the future. 

Mr. Tuomas. You have been supplying logistics support. 

Admiral Ensry. Yes. It started for the Geophysical Year. 


ALL OTHER 


This general caption consists principally of military personnel 
expenses. Early in fiscal year 1959 it was evident that due to rising 
costs, funds appropriated for military travel and other personnel ex- 
penses would not be sufficient to maintain planned personnel strengths, 
Steps were taken at that time to effect callodilams which would enable 
us to remain within appropriated funds. With the requirements 
created by the Middle East and Far East crises, however, it was not 
possible to take timely action to realine personnel strengths in order 
to accomplish the reductions. Because of this restraint, military per- 
sonnel expenses will exceed available funds by a total of $17,498,000. 


CONCLUSION 


I would like to emphasize again that this supplemental request for 
1959, in total amount of $127,476,000, is a net figure after all possible 
absorption of increased costs. We feel that this amount is necessary 
to carry out the fiscal year 1959 programs as approved by the Con- 
gress. 

The deficiency request for “Medical care, 1958” in the amount of 
$9,050,000 is necessary for the payment of legally incurred obliga- 
tions. 

Representatives of the Navy Bureaus and Offices which are respon- 
sible for the management of the appropriations concerned in these 
requests are present to provide further detailed justifications for their 
individual appropriation requirements. 

Mr. Tuomas. That was a fine statement. 
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Mr. Tuomas. The committee will please come to order. 
We have with us this »fternoon the Bureau of Personnel 


1 and we 
are delighted to have our distinguished friend, Vice Adm. H. P. Smith, 


Deputy Chief of Naval Operations. 


GENERAL STATEMENT 


Do you have a statement for us? 

Admiral Smirn. Yes, Mr. Chairman, I have a rather complete state- 
ment and if it meets with your approval I will submit it for the record 
and give you a résumé orally. 

Mr. Tomas. That is perfect. Go ahead. 

Admiral Smirn. Mr. Chairman and members of the committee, I 
appreciate the opportunity to appear before this committee in support 
of our request for a supplemental appropriation of $36.7 million for 
the “Military personnel, Navy” account for fiscal year 1959. This 
additional requirement is due primarily to the requirements generated 
by the crises in the Middle East and Far East. Had these crises not 
occurred, we would have lived within the $2.520,720,000 authorized 
in the annual appropriation act for the current year. 

Prior to the develonment of these critical situations, we had pre- 
pared our operating plans and budget so as to carry out our mission 
without exceeding the amount available for the pay and allowances 
and related expenses for naval personnel on active duty. These ac- 
tions are significant and germane to our request for this supplemental 
and. I believe, they should be mentioned. 

The major item concerned the function of permanent change-of- 
station movements. It was immediately apparent in our operating 
budget that the $117 million for permanent change-of-station travel 
provided in the fiscal year 1959 budget estimate was not adequate. In 
my statement at hearings on the 1959 estimates before the Senate 
subcommittee of the Committee on Appropriations I indicated that 
the amount made available would not be adequate. An immediate, 
intensive study of our needs conclusively revealed that, using all the 
administrative controls that I could apply, $130 million was the mini- 
mum required, particularly when contrasted with the $141 million 
obligated in the previous vear. Within the total of the $2.520,720,000 
available, I requested. and was granted, an apportionment to provide 
the needed total of $130 million. I informed the chairman of the 
Subcommittee on Department of Defense Appropriations by letter 
that this action was being taken and explained why it was necessary. 
The problems in this particular function will be discussed more fully 
later in my statement. 

Further costs not included in the fiscal year 1959 request were: 

For increases in station allowances overseas, $2.6 million, approved 
by the Department of Defense and included in change 77 to the joint 
travel regulations, effective Febru: uy 1.1959. 

To cover the increase in emp love rs contribution to social security 


$2.5 million, for eligible military personnel in accordance with Pub lic 
Law 85-840. 


To cover claims for back pay due military personnel, $0.8 million, 


as authorized by Public Law 85-255. 
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For subsistence for the Deep Freeze operations, $0.5 million ; these 

1 We operations were extended by OPNAYV instruction 3160.4B of June 19, 

i 958. 

~ These unbudgeted costs, coupled with the permanent change-of- 

) station-movements action, approximated $20 million, To compen- 

sate for these unbudgeted costs, it was necessary to plan the following 
actions for fiscal year 1959: 

First, a 2-month early release program for officers commencing 
‘ate- October 31, 1958, and continuing throughout the remainder of the 
cord fiscal year. 

| Second, increasing the 1-month early release program for enlisted 
personnel, as considered in the budget submitted to Congress, to a 


‘e, I 9-month early release of such personnel during the period August 1 
port through November 30. 
for Third, delay advancements of enlisted personnel to pay grades E-4 
This | through E-6 by 1 month. 
ited These planned actions would have been adequate to stay within the 
not 1959 appropriation. Requests to the Bureau of the Budget for appor- 
ized } tionment of funds based on these actions were approved. Early release 
| directives were promulgated to the fleet. 
pre- The Middle bast and Far East crises quickly made it impossible to 
s10n | continue implementing the realinement of our personnel plans. The 
1Ces operations of the 6th and 7th Fleets and augmentation of personnel 
ac- in those fleets presented no choice but to cancel the early release di- 
ital rectives and maintain level strength. This was done with the sanc- 
tion of the Secretary of Defense and the President. 
-of- A plan incorporating the requirements of the Navy’s minimal, 
ing normal operations and those related to the Middle East and Far East 
vel crises was prepared on the basis of an average man-year strength of 
In | 639,070 and an end-year strength of 630,000. It was approved and 
ate it became our operating plan. This plan was reevaluated and ap- 
hat proved by the Secretary of Defense in November 1958. It was then 
ate, determined to proceed with an orderly program of reduction to reach 
the planned end strength. It would have been necessary at that time 
ni- to release all personnel scheduled for separation 4 months early in 
ion | order toremain within the appropriated amount. 
00 | ‘There is now no way to avoid this request for a supplemental ap- 
ide | propriation. Even by releasing immediately all personnel scheduled 
the for separation this fiscal year, we should offset the projected deficit 
ter by only $19.5 million and it would bring the manning level from the 
ry. present very austere 81.2 percent down to an unacceptable 76 percent 
lly of wartime complement. This would have a crippling effect to per- 
sonnel stability in the fleets and reduce manning levels considerably 
below the minimum required for the fleet readiness. I cannot predict 
red the deleterious effect of such a move on the morale of the Navy. Such 
int } actions would disrupt our forces and, undoubtedly, would be as 
| unacceptable to this committee as they are tothe Navy. 
ty, 
lic | PERMANENT CHANGE OF STATION MOVEMENT PROBLEM 
vn, | “TY shall now provide the additional information promised earlier in 


order to permit a more complete explanation of the Navy’s permanent 
change-of-station-movement problem. 
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It is important to recognize just what is included in the function of 
permanent change-of-station movements and what portions thereof 
are subject to my direct control. Expenditures for permanent change. 
of-station movements consist of the expense of travel and authorized 
per diem for the military on active duty; the transportation of their 
dependents and household effects; and the payment of dislocation al- 
lowances. The various types of moves, involving overland and over. 
seas travel, are— 

Officers and enlisted personnel from home to active duty, between 
duty stations, and from active duty to home upon separation. 

Midshipmen, aviation cadets, and officer candidates from home to 
active duty to school, between training activities, and to home upon 
separation. 

Methods of travel include all the common carrier-type of commer. 
cial transportation, Military Sea Transportation Service, Military Air 
Transport Service, and privately owned conveyances. Overseas move- 
ments are confined to the degree possible to Government-operated 
equipment. 

Based on the latest statistics 64 percent of the total of all movement 
in fiscal year 1958 was made in connection with the initial travel for 
training and the first duty station, and eventual travel upon separation 
from the service. In order that the Navy may be kept at approved 
personnel strength these moves must, of necessity, be made. In this 
respect they are not directly subject to control. An additional 17 per- 
cent is administrative moves, which include travel incident to activa- 
tion and inactivation of ships and stations, hospitalization of person- 
nel, humane and compassionate cases, discipline and legal actions, and 
certain other actions. The remaining 19 percent is attributable to 
rotational and advanced training requirements. It is within this 
portion of the moves that the most effective controls of the budget may 
be applied. 

As you will recall, the House committee, in approving the current 
appropriation, stated : “The committee believes that further decreases 
can be made by the Navy in their estimates for temporary duty move- 
ments and permanent changes of station.” 

I am indeed happy to report that we have made progress in this 
area. In this fiscal year, we have effected reduction in both the 
number and the cost of rotational moves as compared with fiscal years 
1957 and 1958, by the following measures: 

Authority has been centralized for detailing enlisted personnel. 
Through the use of electronic data processing systems it has been 
possible to centralize, at strategic locations, data for use in distributing 
personnel. This system not only assists in reducing the number of 
moves, it provides intelligence so that, to the degree possible, the dis- 
tances moved are controlled. 

Budgeting board has been established. A board composed of re- 
sponsible personnel has been set up to review all requirements, com- 
ment on the essentiality of plans, estimate the costs, and review the 
performance in the area of nermanent changes of stations. The board 
is charged with recommending actions to improve rotational assign- 
ments and to effect savings in the cost of all moves. 

Careful analysis is being made of all proposed moves. This is done 
to insure that specialists located nearest to the billets to be filled are 
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glected to be moved (requiring review of all personnel available 
to fill the resultant billet vacancy) and to insure that movement of 

rsonnel with a large number of dependents is kept to a minimum 
in selecting personnel for moves involving long distances. 

Unaccompanied personnel are transported by units of the fleet. To 
the extent possible, when personnel being moved are not accompanied 
by dependents or are being moved in groups, transportation is accom- 
plished by units of the fleet. ; 

Lengths of tours of duty for officers and enlisted personnel have 
been extended wherever feasible. This reduces the frequency of the 
moves. In addition, an effort is made to limit the amount of briefing 
of officers and enlisted personnel requiring temporary duty en route 
tonew permanent duty stations. 

Home port changes are limited to essential operating requirements. 
All proposed changes in home ports are scrutinized to insure that 
essentiality justifies the expenditure or that the action cannot be 
postponed. 

Transportation overseas of dependents and household effects is re- 
stricted to those of members who have sufficient obligated service or 
who agree to extend their obligated service to cover the full period of 
an oversea tour. 

Numerous directives have been sent and continue to be sent promul- 
gating ways and means to reduce the number of moves and effect 
economy in this area. These go to personnel charged with directing 
movements requesting a reduction in the amount of travel and asking 
that care be taken to insure that all moves made utilize the most eco- 
nomical means of transportation. 

Cost accounting system has been installed. Under this newly insti- 
tuted system the orders for enlisted personnel and officers are priced 
out to provide an improved method of projecting and controlling ex- 
penditures. An analysis of the moves and the costs is therefore 
possible. Two charts which I would like to submit, one of which is 
for the record, highlight the system. 

(The chart is as follows:) 
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Admiral Smrrn. This budget activity has a certain history. Over 
the past several years, we simply have not budgeted enough. I have 
here a table to illustrate this, which shows for “several years the esti- 
mates for this transportation functions included in the President's 
budget, the amounts appropriated, and, finally, the cost accruing dur- 
ing operations. 


[In millions] 





| 
Actual, | Actual, Cament, Budget, 
1957 | 1958 1959 1960 | 
aah Seitesiae lsiccesek lis Sais aaa Aas — a 
TS a EE a ee eee ee $101.3 | $110. 2 $120. 4 $130 
0 ESS ees : la 97.7 | 109. 3 117.2} 
ES ees 1 | 141.6 | 1130.3 | 


Tbsiedbbekbaar eaaguanes 132. 


1 Estimated. 


CONCLUSION 


In conclusion, may I say that I have made fair and exact presenta- 
tion of the facts pertaining to our need for supplemental funds. 
The situation is critical. To preclude drastic and untenable steps 
being taken within the next few months, I request that these funds 
be provided so that our plans and our operations may be supported. 


RESUME OF GENERAL STATEMENT 


Mr. Chairman, 18 months ago, w = this 1959 budget was con- 
structed, we know we were in a year when we would decrease our 
Navy personnel from 645,000 to 6: 30,000. That decision has been 
made. Therefore, knowing that you save money best by laying up 
ships and by discharging personnel at the early part of the year 
to save the maximum amount of money, that was planned in this 
budget. The budget was planned on the basis of $2.529 billion and 
programs were sanasaaen by which all of the enlisted personnel 
whose enlistments would expire during that fiscal year would be paid 
off 1 month early. 

The ships that would normally be decreased from 890 down to 
864, with which we will end this year, were to be placed in reserve 
fleet early in the year to make the maximum saving. 

After we got the appropriation last year and commenced to con- 
struct our financial plan, it was discovered there were not enough 
funds in it for travel and change of station for people. Therefore, 
the plan was further revised so as to provide that for the period 
August 1 through the rest of the year enlisted personnel would be paid 
off 2 months early and all young officers whose obligated service 
would terminate would be paid off 1 month early. That would en- 
able us to live within the $2.520 billion appropriated. Shortly after, 
we began the fiscal year, but in early July the crisis in Lebanon began 
and it was immediately necessary to discontinue the layup of ships 
and to stop the plans for the early release of personnel. 

This plan was approved on through the Secretary of Defense and 
on up to the President. 

Then in September the Taiwan and Formosa Straits crisis began 
which prevented us from proceeding with the early release plan and 
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living within the budget. By December we had passed the point 
of no return. 

At the present time, even by releasing immediately all personnel 
whose enlistments expire the rest of this fiscal year, we save but a 
fraction of what we are asking for here. That would be so disruptive 
that we could not recommend to you any such plan. 

For example, it would mean on the 1st of April there would be 
30,000 enlisted men erowding the stations for their separation from 
the service. 

Mr. Tuomas. Did you get that last statement, gentlemen ? 

Admiral Smiru. There is no plan now that I could embark upon 
with any feasibility to do further than what I am presently doing to 
save Inoney. 

I have mentioned that we were to end this fiscal year with 630,000 
men. We will actually be down to plan in the month of March. 
We will reach the 630,000 level in strength 3 months early. 

Those are the highlights of my statement. 

Mr. Tuomas. You plan to reach that figure of 630,000 when ? 

Admiral Sairn. On the 30th of June, this fiscal year. 

Mr. Tuomas. That is very much to the point. Brevity is always 
the soul of wit and understanding, too; is it not? 


JUSTIFICATION OF THE ESTIMATE 


We will put in the record at this point the justification of the esti- 
mate for “Military personnel now.” 
(The justification follows :) 


Budget activity 1. Pay and allowances 


Se DONOR RVGTNDIO ne tree rwesaus eee $2, 252, 636, 000 
Se TOWING CRCIMA CO. nn is ik ccc iaicied at ai bacmidtes 2, 271, 017, 000 
Ine re a erences eae taller ahi +18, 381, 000 


JUBTIFICATION OF SUPPLEMENTAL ESTIMATE 


Additional funds are anticipated due chiefly to the impact of the Middle East 
and Far East situations in the early part of the fiscal year. These emergency 
situations led to the authorigation of a higher active-duty strength which meant 
cancellation of plans for early release of personnel. This action introduced 
various items of cost usually associated with increased strength. In addition 
to the costs resulting from the above crises other unprogramed costs leading 
to the supplemental requirements for this activity include: (a) additional social 
security costs generated by the Social Security Amendments of 1958 Act enacted 
subsequent to passage of the appropriation act which increased the rate of tax 
from 2.25 to 2.5 percent and increased the amount of taxable wages from $4,200 
to $4,800 effective January 1, 1959, and (b) a Defensewide increase in the rate 
of commutation of rations from $1.10 per day to $1.15, effective January 1, 1959. 

Administrative moves taken prior to the Middle and Far East situations to 
absorb the unprogramed costs and additional travel requirements included: 
(a) A 2-month early release program for officers commencing October 31, 1958, 
and continuing throughout the remainder of the fiscal year; (0) increasing the 
1-month early release program for enlisted personnel, as considered in the budget 
submitted to Congress, to a 2-month early release of such personnel during the 
period August 1, through November 30; and (c) delaying advancement of en- 
listed personnel in pay grades E4 through E6 by 1 month. These moves, which 
would have made possible the absorption of the unprogramed costs, were 
obviated by the Lebanon and Taiwan crises. 











298 


Details of the increase of $18,381,000 for this activity are as follows: 


aOR wee ewnn eeeees 8 nc --------- $31, 189, 099 
Cancellation of early releases____.._________-___-_- $30, 766, 000 
Other unprogramed costs: 
Retention of USN critical rates beyond normal 
expiration of service (52 people for 1 month) —_ 2, 000 
Station allowances for evacuated dependents (28 
peomre Ter SO APs jis nie Se ice. 16, 000 
Additional social security__._._____.__________-- 405, 000 





smcreased commuted .rations........................ 
Increased social security costs________- 


~------------ 1, 409, 000 
Less proficiency pay lag ee 


_ 2,095, 000 


ee aes cine Lili —890, 000 

Administrative moves to absorb unprogramed costs (early ‘release 
prosramms, Geayea advancements) _—..........___............... —15, 422, 000 
tiaras eer igre ame tke SL abi tatdobhbinttetindcidebialncides 18, 381, 000 


Budget activity 2. Subsistence in kind 


Deen reentry BVeeble. oe AA hh Need Lnennias $147, 880, 000 
UNIO INU a 8 ath ek Be niece 158, 105, 090 
1959 increase +5, 225, 000 


innate health bniibieinat itis ined age eivtth bic gt apinp aveateaneran vo, ot 


JUSTIFICATION OF SUPPLEMENTAL ESTIMATE 


Additional funds are anticipated due chiefly to the impact of the Middle East 
and Far East situations in the early part of the fiscal year. These emergency 
situations led to the authorization of a higher active-duty strength and decreased 
absenteeism thereby increasing requirements for subsistence in kind. In addition 
to the costs resulting from the above crises, the unprogramed costs for increased 
raw food prices lead to the supplemental requirements for this activity. 

Details of the increase of $5,225,000 for this activity are as follows: 


Cancellation of early releases_ ‘ Siastmsieael $1, 6 54, 000 
Neen en secnupmiounienes 2, 415, 000 
nnn TUN ONE oi ne 26, 000 
SOT I, ORG OR, i siren ee mene tic stem neset 1, 130, 000 


Lebanon and Taiwan crises ._._._. $4, 095, 000 


IN isc eee de Eh a tk lle tals Slane ni 5, 225, 000 


Budget activity 3. Movements, permanent change of station 


1959 presently available ee a a $117, 156, 000 
Sy Ur NOC tacit ca be ddl cit nlnenet hides . 130, 285, 000 


ee ir i ish. Siete neh icin setseviineiote sh slenet senw-awe +13, 129,00) 


JUSTIFICATION OF SUPPLEMENTAL ESTIMATE 


In preparing the operating budget for fiscal year 1959, it was apparent that the 
$117 million for permanent change of station travel provided for in the appro- 
priation was not adequate and that a minimum of $130 million was required. 

Administrative actions were taken to compensate for this additional require 
ment and remain within the funds appropriated. However, the Middle East and 
Far East crises made it impossible to continue implementing the realignment of 
our personnel plans. 

Additional unprogramed costs included in the supplemental request for this 
activity cover the increase of civilian pay in the Military Sea Transportation 
Service resulting from passage of the Federal Employees Salary Increase Act of 
1958 subsequent to the appropriation act and travel requirements related directly 
to the Lebanon and Taiwan crises. 
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Details of the increase of $13,129,000 for this activity are as follows: 


ee ey _ $265, 000 
Transportation to Italy for evacuated dependents (19 
from Baghdad, 9 from Beirut) _--_.___-____--__-____- $5, 000 
Additional transportation requirements to augment 


fleet and overseas activities (792 people) -...________ 140, 000 
Per diem for personnel assigned temporary duty in con- 
nection with communication augment, East (143 peo- 
kaha cet cs a tach amare pce sn re ann og wan 41, 000 
Transfer of medical support ‘personnel to reduce strength 
deficiencies of Marine Corps units (167 people) —_-~- . 27,000 
Transportation and per diem for personnel assigned 
temporary duty in connection with communication 
augment, West (138 people through October 31, 79 peo- 
RUT CY OTN cess wigs hit mceniniintendyenermete 52, 000 
i dl scene Phe ier hiree wo ero elles rena on eeneeseer oe secagon ooe aed certeo ds 20, 000 
NINE GOON” GRU TUIEL TION cc pce emi mintebnth dice baht Leth bem debi 2, 844, 000 
ate ebnid ek bint ie Abbas Sindtaleth insc-ane eatin aessteaerepeneal 13, 129, 000 
Budget activity 4. Other costs 
EN ee ae ae ee ae Baa __... $3, 048, 000 
1959 revised estimate__._.._________- ie oa Ec 
Se a cca eencie sagas enh sito engin vain seins tilighinigingacigl Ss cane dorciajee—egbagccmce!  e 


JUSTIFICATION OF SUPPLEMENTAL ESTIMATE 


Public Law 85-255 (71 Stat. 575) which was enacted subsequent to the pas- 
sage of the appropriation act authorized settlement of inequitable losses in pay 
sustained by commissioned officers under economy legislation. It is anticipated 
that all claims will be processed during fiscal year 1959. The unbudgeted costs 
for this legislation are partially offset by savings resulting from favorable 
actuarial experience. 

Details of the increase of $422,000 for this activity are as follows: 





eons (Pubic Law 85-200)... 2. hs ia ee 
Less savings—death gratuity payments_______________-_~- ys. abibitietdede —478, 000 
7) sos elcid i ee ein: telat ca tate nati cmeie ieee ehh lis techn sae aacas ae 22, 000 


_ OY 


Mr. THomas. You are looking for supplements of $36,735,000 made 
up of pay and allowances, $18, 381,000; subsistence in kind, $5,225,000 ; 
movements, permanent change of station, $13,129,000. 

That is broken down more specifically by personal services, $15,- 
879,000; travel, $9,129,000 ; transportation of things, $4 million; other 
contractual! services, $34,000; supplies and materials, $5 191,000; taxes 
and assessments, $2,502,000; and this all adds up to $36,735,000. 


NECESSITY FOR SUPPLEMENTAL FUNDS 


This language gives you the broad outline in a little bit clearer 
detail : 


The additional funds are anticipated due chiefly to the impact of the Middle 
East and Far Bast situations in the early part of the fiscal year. These emer- 
gency situations led to the authorization of a higher active duty strength which 
meant cancellation of plans for early release of personnel. This action intro- 
duced various items of costs, usually associated with increased strength. In 
addition to the costs resulting from the above crises, other unprogramed costs 
leading to the supplemental requirements for this activity include: (a) addi- 
tional social security costs generated by the “Social Security Amendments of 
1958” Act enacted subsequent to passage of the Appropriation Act which in- 
creased the rate of tax from 2.25 percent to 2.5 percent and increased the 
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amount of taxable wages from $4,200 to $4,800 effective January 1, 1959 and 
(b) a defensewide increase in the rate of commutation of rations from $119 
per day to $1.15 effective January 1, 1959. 

I believe that you set that out in the table. It is around $4 million, 
is it not? 

Admiral Smrrnu. The rest of that cost is associated with the in- 
creased number of persons remaining on active duty. 

Mr. Tuomas. [reading]: 

Administrative moves taken prior to the Middle and Far East situations to 
absorb the unprogramed costs. 

You went into that very carefully, about what you did, about what 
your plans were, about it being something beyond your control, and 
you had to refrain from discharging early your junior officers and 
certain other types of personnel. 

Let us take a look at your breakdown on page N-1-3, and see what 
this all adds up to. 

You had planned on the cancellation of eary releases in the amount 
of $30,766,000 but you could not do it. Then you had increased 
commuted rations in the amount of $1,409,000. That is the cost you 
had to bear. 

Then you had increased social security costs of $2,095,000. 


SUBSISTENCE IN KIND 


Let us take a look at your subsistence in kind. 

What is this figure? Does that group of figures add up to 
$4,045,000 ? 

Admiral Smiru. Yes, sir. 

Mr. Tuomas. Is there any guesswork in it ? 

Admiral Smiru. No, sir. 

Mr. Tuomas. You have increased raw food costs to $1,130,000, but 
then you charge up $4,095,000 to the Middle East crisis. 

How do you reconcile the two figures? 

That is on page N-1-3. 

Admiral Smiru. The cancellation of early releases is an additional 
number of persons remaining on active duty. The decreased absentee- 
ism is a phenomenon that we had planned normally where’ certain 
numbers of sailors will not be aboard ship for the evening meal. 

Mr. Tuomas. Spending their own money so to speak ? 

\dmiral Surru. In the fleet off Taiwan and Lebanon they did stay 
aboard ship and therefore this $2,415,000 was increased costs. Finally, 
the increase for all food costs is simply that—— 

Mr. Tuomas. This $1,130,000 ought not be a part of your $4,095,000? 

Admiral Smirn. The increased raw food cost is a total for the Navy. 
The increased raw food cost of $26,000 is associated with the Lebanon 
area and is included in the $4,095,000. 

Mr. Tuomas. I am talking about the increased raw food costs gen- 
erally, $1,130,000. 

Is that a part of your big figure of $4,095,000? 

Admiral Smrrn. No,sir. That is separate. 

Mr. Srauptrr. They total $5,225,000. 

Mr. Tuomas. I know that, but I did not know whether it was 
included in the other one or not. 
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Admiral Bearpsiey. I think that I can clear that up. 

We kept on additional personnel for the period of the crises longer 
than we had normally planned for. Their pay, plus this reduction 
inabsenteeism, plus the increased costs for those additional people, add 
up to $4,095,000. 

Mr. Tuomas. I am not questioning the figures. 

I thought maybe the accountant over there was getting a little too 
generous with the two columns. 
~ What I wanted to know was how he arrived at this figure of 
$5,225,000. 

How did you do it? 

Mr. Sraupre. The $4,095,000 resulted from the Lebanon and Taiwan 
crises, 

Mr. Tuomas. I know that. 

Mr. Sraupre. These are costs. 

Mr. Tomas. How do you arrive at this figure / 

Mr. Sraupre. By calculation 

Mr. Tuomas. You had already bought the food. It was already 
aboard the carrier and it was already charged in. You charged it in 
when you took it aboard. 

How are you going to say that you charged it to this, that, or the 
other item, when it is already charged to them ? 

Admiral Smiru. I think that you answered that as to bringing the 
food aboard ship. We had to resupply to a greater degree than 
planned. 

Mr. Sraupre. As a matter of fact, we loaded a number of supply 
vessels for the Lebanon crisis. There was actually an additional 
transportation of food to the fleets in the Lebanon and Taiwan areas. 
There was actually additional loading. 

Mr. Tuomas. What kind of bookkeeping is this where you estimate 
$1,654,000 additional cost for food supplies already aboard ship be- 
cause of cancellation of early releases, and also $2,415,000 for a reduc- 
tion in absenteeism. Your adjusting subsistence costs for absence 
from meals is cutting it a little thin, is it not ? 

Admiral Smrrn. We do that normally in the annual budget. We 
count on 6 percent absenteeism afloat. 

Mr. Tuomas. You mean that is the regular formula ? 

Admiral Smirn. Yes, sir. 

Mr. Tuomas. Can you depend on it for accuracy ? 

Admiral Smiru. It works out. 

Mr. THomas. You mean that the boys are going to get so many shore 
leaves, and so forth, and will not be eating aboard ship? 

Admiral Brarpstry. The Department of Defense make us check 
that periodically and so we keep up-to-date records on that. Every 
year it is the way we defend our budget before them and show what it 
is currently running in the fleet. 

Mr. Staupre. As a matter of fact, it is 20 percent ashore in the 
United States and 14 percent ashore overseas and 6 percent afloat. 





Pay anp ALLOWANCES 


Mr. Tuomas. How do you arrive at the figure of $18,381,000 for your 
pay and allowances? 
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You charged it up to Lebanon and the Taiwan crises? How do 
you arrive at that figure ? 

Admiral Smrru. On page N-1-2. 

Mr. Tuomas. Iam looking at that. 

Admiral Sarr. The total cost of the cancellation of early release, 
we compute at the top of the page. 

Mr. Tuomas. You figured you would save that much money ? 

Admiral Smirn. Yes, sir. 

Mr. Tuomas. So many bodies get off 30 or 40 days early and then 
you multiply that out and it comes out to $18 million ? 

Admiral Smirn. We actually did absorb for many reasons, and as 
I told you, one of the facts was th: . we are going to reach the end 
strength earlier than anticipated. I did not cate h the early release 
total in time. Also, we let a number of men out last Christmas a 
month earlier where they were not involved in the two deployed fleets, 
Those administrative moves then totaled $15,422,000, which is shown 
at the bottom of the page. 

That acts as a subtraction against the $31,189,000 total at the top of 
the page. 

Mr. Tuomas. Here comes this ration item again in your big total. 

Did you have this item in here in three places instead of one ? 

Mr. Sraupre. We are giving you the components of the Lebanon 
and Taiwan crises, Mr. Thomas. That is related to pay and allow- 
ances and that is related to subsistence. 

Mr. Tuomas. He is carrying it in three different places. That item 
is worth $12 million tothe Navy. 

Hang on to him, gentlemen. 


Go ahead. 
MoveMeENnts, PERMANENT CHANGE OF STATION 


Mr. Sravcpte. There is a third item of additional travel costs in- 
volved. We tried to arrange this in accordance with our appropria- 
tion breakdown. 

Mr. THomas. Let us take a look at N—1—4, which covers movements 
for permanent change of station. 

This is your travel item, which amounts to $13,129,000. What part 
of that are you charging up to the Lebanon crisis ? 

Admiral Saari. Only $265,000, sir. 

Mr. Tuomas. In preparing the operating budget for 1959, it was 
apparent that $117 million was not enough, and you want $130 mil- 
lion ? 

Admiral Smirn. Yes, sir. 

Mr. Tuomas. When did you come to that conclusion ? 

Admiral Smirn. That was in the early part of June 1958. 

Mr. Tuomas. This is before we got that fine performance budget; 
this used to be one of the main items under pay, subsistence, and trans- 
portation. 

Admiral Sauiri. To give you some comparative figures, Mr. Chair- 
man—— 

Mr. Tuomas. Pardon me. 
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INCREASE IN CIVILIAN PAY IN MSTS 


Let me get the rest of this on the record : 


Administrative actions were taken to compensate for this additional require- 
ment and remain within the funds appropriated. However, the Middle East and 
far East crises made it impossible to continue implementing the realinement 
of our personne! plans. 

Additional unprogramed costs included in the supplemental request for this 
activity cover the increase of civilian pay in the Military Sea Transportation 
Service resulting from passage of the Federal Employees Salary Increase Act 
of 1958 subsequent to the appropriation act, and travel requirements related di- 
rectly to the Lebanon and Taiwan crises. 

How much did you spend on that? 

Admiral Smirn. $20,000. 

Mr. Tuomas. That goes into the revolving fund. 

Who operates that now? Isthat under Navy jurisdiction ? 

Admiral Brarpsiey. Yes, sir; Admiral Will is commander of 
MSTS. 

Mr. Tomas. Your share was how much ? 

Admiral Smirn. The Bureau of Personnel’s share was $20,000. 

Mr. Tuomas. Is this for the Middle East. or the Far East, or did it 
cover both ? 

Admiral Smirn. It covers both. 

Mr. Thomas. Can you break it down right quick ? 

Admiral Smirn. No, sir. 

Mr. Tuomas. How much for the Federal pay increase, Civilian 
Pay Increase Act of 1958 ? 

Admiral Smiru. The civilian pay increase is not included in this 
appropriations. I am not before you for that. 

Mr. Tuomas. It says— 
* * * resulting from passage of the Federal Employees Salary Increase Act of 
1958 * * * 
and so on. 

Admiral Smirn. That is the $20,000 I spoke of which we allocated 
to MSTS. 

Mr. Tomas. You do not have any contribution to Military Sea 
Transport in here from your Bureau ? 

Admiral Smirn. Only $20,000, sir. 

Mr. Tromas. Does that cover pay act or actual transportation 
costs ? 

Admiral Sairn. I think the Comptroller might speak to that more 
clearly. 

Mr. Tuomas. It indicates that this is for transport service rather 
than the pay act? 

Admiral Brarpstey. I think it is for the transportation costs in- 
volving the hire of civilians charged to the—— 

Mr. Tuomas. That is what I thought it was, too. That sounds 
nearer right, Admiral. 

Admiral Brarpstey. That is right. 

Mr. Tuomas. Can you break that down between Lebanon and the 

Taiwan crises? 

Admiral Smiru. I could do that for the record. I do not have a 
breakdown now bet ween the two. 
Mr. Tuomas. All right. 
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(The information follows :) 

The $20,000 item for the civilian pay increase related to the MSTS (Mi 
Sea Transportation Service) is to cover increased transportation charges by 
MSTS resulting from passage of the Federal Employees Salary Increase Act 
of 1958. The increase was not provided in the annual Appropriation Act for 
fiscal year 1959. The item is a function of the overall cost of transportation 
performed for this appropriation by MSTS and, therefore, cannot be distributeg 
specifically as a charge incurred due to the Lebanon and Taiwan crises. 

Mr. Tromas. The Navy had a pretty good share in both operations, 
did it not? 

Admiral Samir. Yes. 

Mr. Tuomas. Admiral Holloway was over in the Mediterranean 
quite a bit and you had the rest of the crowd over in the Pacific? 

Admiral Bearpstey. The larger share. 

Admiral Smiru. We had a larger share of the total MSTS part of 
transportation and things there. Nevertheless, this overage here was 
only a small part of the increase associated with the Federal employ- 
ees salary increase. Only this $20,000 was allocated to my Bureau to 
defray this cost to MSTS. 

Mr. Jonas. Would you yield? 

Mr. Tuomas. Yes. 


litary 


REGULATION REGARDING TRANSPORTATION ON PERMANENT CHANGE 
OF STATION 


Mr. Jonas. Would it be a good idea to let the record show right 
here a brief statement by the admiral giving the current regulations 
ertaining to change of station? One hundred and thirty million dol- 
lone a year for transportation costs and for personnel in change of 
stations is a tremendous sum of money and I, myself, would like to 


know what the present rules are and how often you rotate and 
transfer. 


Would you like to have that, Mr. Chairman? 

Mr. Tuomas. Yes. Put something in the record on that and give 
us a clear-cut view of it. 

Admiral Smiru. Yes, sir. 

(The information follows :) 


REGULATIONS REGARDING TRANSPORTATION ON PERMANENT CHANGE OF STATION 
MOVES AND ROTATIONAL POLICIES OF OFFICERS AND ENLISTED PERSONNEL 


Under a permanent change of station move, officers and enlisted men are en- 
titled by law to be paid (a) the cost of the travel involved for the officer or man 
between the duty stations; (b) a per diem allowance when the officer or man 
must live at a temporary duty station en route to his new permanent duty sta- 
tion; (c) the cost of the travel of dependents between the permanent duty sta- 
tions; (d@) the cost of moving household effects, within weight limitations, be 
tween the permanent duty stations and transportation of an automobile over- 
seas; and (e) a dislocation allowance if the man is married and entitled to 
move his dependents. 

Based on the latest statistics 64 percent of the total movements in the fiscal 
year 1958 was made in connection with the initial travel for training and to 
first duty station, and eventual travel upon separation from the service. An 
additional 17 percent represents administrative moves, which include travel 
incident to activation and inactivation of ships and stations, hospitalization of 
personnel, humane and compassionate cases, discipline and legal actions and 
certain other actions. The remaining 19 percent is attributable to rotational 
and advanced training requirements. It is within this portion of the moves 
that the most effective controls of the budget may be applied. 
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The Navy has installed a manpower information system to insure that the 
enlisted men are given equitable treatment in their assignment to sea duty 
tours and to shore duty tours. Built into that system are standard tour lengths 
that give an enlisted man approximately 24% to 2% years at a duty station. 

The tours of duty for officers have been extended to maximize their tours of 
duty wherever possible. The rotational policy for officers is generally as follows: 

There must be sufficient rotation of officers to insure the variety of experience 
necessary to maintain the optimum degree of combat readiness of the operating 
forces, while at the same time providing a flexible mobilization nucleus upon 
which to base rapid expansion in emergency. Officers are rotated between sea 
and shore in order that they may be afforded the necessary opportunity to main- 
tain seagoing proficiency, to provide the advanced schooling essential to a 
modern navy and to insure retention of the operational viewpoint in the personnel 
who direct the support forces. The morale factor of a more settled family life 
is also a consideration in rotating officers to shore duty. However, to permit 
an officer to remain ashore too long would result in an unacceptable lack in 
appreciation of current problems of the operating forces. 

Within framework of above, rotation of officers is as follows: 

A. Noncareer junior officers: 

One ship or station for duration of obligatd service. 

Doctors and supply officers are rotated once from sea to shore (or vice versa) 
for training. 

B. Career officers : 


Sea: Years | Shore: Years 
Sor, CACORE bit we tlcdn cess aesls 3 Hnsign, lieutenant, and lieu- 9 
Lieutenant commander___—___ 2 tenant commander —______- 

NIN da go aoe nea ath cee 2 Ce ee ee 2% 
Gansta .. os a ee 15 Gat Fo So a ee 
2 Months. 


Admiral Sarru. I would like to state at the outset, this $130 million 
is to be contrasted with $141 million of-actual obligations in the fiscal 
year just passed. 

Mr. Tuomas. Mr. Jonas, I have seen that travel bill go up quite a 
lot higher than this. 

Mr. Jonas. I would like to cut down on some of this. 

Mr. Tuomas. The admiral has already agreed to give us a nice, 
crisp statement and show the travel bill for the last 3 years in parallel 
columns. 

Admiral Smirn. Yes, sir. 


BASIS FOR ESTIMATED TRAVEL COSTS 


Let me state how this cost is arrived at and what the various break- 
downs are. 

Sixty-four percent of our total moves are paid for out of this $130 
million and are associated with incoming and outgoing people. In 
other words, 120,000 sailors will leave this year and they will be re- 
placed with 112,000 others and 

Mr. Tuomas. Recruiting and discharging programs take care of 
more than half of it ? 

Admiral Smirn. Sixty-four percent of it. Then 17 percent of this 
is associated with humanitarian moves, moves of change of home of 
ports of ships and such matters. 

Mr. Jonas. Probably requests from Congressmen for humanitarian 
moves. 
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PERMANENT CHANGE OF STATION FOR ROTATION OF DUTY 


Admiral Smirn. Nineteen percent of these moves are really ones 
I can take a hand on. That is the permanent change of station of 
people for rotation of duty. 

Mr. Jonas. How often ? 

Admiral Smrrx. These are Regulars. That is, people who are ro- 
tated for duty to go for training or to broaden their experience, or 
whatever it may be, or to some shore:station. We are increasing those 
tours of duty in many ways. The young officers, for ex: umple, spend 
3 years on the same ship now. Our enlisted men spend 3 years in 
one station. 

Mr. Tuomas. Off the record. 

(Diseussion off the record.) 

Mr. Jonas. I wanted to know what the rule is, if you have one, 
How do you rotate men in the Navy, and how often? Is there a 
regular rule ? 

Admiral Sarrn. Yes, sir; there are standard tours of duty. For 
the enlisted men, we try to hold that to 3 years before they are at the 
earliest entitled to shore duty. For officers, similarly, 3 years. 

For overseas stations, we have lengthened that, depending on the 
station and the arduous nature of the duty, from 12 months to 3 years, 
It would be 12 months in such a place as Saipan. 

Mr. Jonas. You may not save money on that if you have te move 
dependents. 

Admiral Smirx. We are further making moves to the extent pos- 
sible only on the coast in which the person now lives. In other words, 
he would go from shore duty on the Atlantic coast to the Atlantic 
Fleet and from the Pacific coast to the Pacific Fleet. We are scruti- 
nizing very carefully the people we allow to go on long trips, such as 
to a station in Europe. A man with a big family does not get to go. 
We are making every effort we can to reduce this sum of money. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. On the record. 

Mr. Bow? 


EFFORT MADE TO MINIMIZE TRAVEL 


Mr. Bow. I would like to ask the Admiral a question on travel. 

Admiral, what do you do in an attempt to minimize travel? Let 
me give you an instance. 

You have a junior officer on board a ship who is scheduled, let us 
say, to go to the Mediterranean. His tour of duty will end shortly 
after he arrives in the Mediterranean and he goes on out to the Medi- 
terranean and then you fly his replacement from this country to the 
ship and then fly the other man back at the end of his tour of duty. 

Is any effort made to check on situations of that kind and correct 
them ? 

Admiral Smrrn. There really is. 

For this year, it appears to be reduced by about one-third, these 
kinds of moves. We have been enabled to do this by improved man- 
power information systems we have. We know more about the 
person, when his tour of duty expires, and we take timely action 
to. insure his move is at the least cost to us. Further, if we do find 
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for some unforeseen reason we have to have a replacement officer 
in the Mediterranean, we see to it that we move him back on Govern- 
ment transportation, if he is a single officer, or single enlisted man, 
without dependents, and bring him back in a destroyer or a tanker 
coming back to the United States. We have increased the use of the 
feet unit to the maximum extent possible. 

Mr. Bow. You feel that within the last year you have made some 
progress in that field ? : 

Admiral Smrru. I am certain that we have. 

Mr. Bow. There would be instances where you would send a man 
and no sooner would he get to his destination than his tour of duty 
would expire and then he is flown back and his replacement is flown 
out from the United States? 

Admiral Smrru. That is right, sir. 

Mr. Bow. Those situations did exist ? 

Admiral Smrrn. They have existed and they do, unfortunately, 
occur from time to time, but we try to minimize that. 


TRANSPORTATION CAUSED BY LEBANON AND TAIWAN CRISES 


Mr. Tuomas. Let us take a look at this item of $265,000. 

Give us a rundown on it. 

The cost that you attribute to the transportation on the Lebanon 
and Taiwan crises, is that a guess figure ? 

Admiral Smirn. No. 


TRANSPORTATION OF EVACUATED DEPENDENTS 


Mr. Tuomas. Transportation to Italy for evacuated dependents, 
19 from Baghdad and 9 from Beirut. $5,000? 

Admiral Smirn. That came from Admiral Holloway at the 
time—— 

Mr. Tuomas. Who created that debt for you? 

Admiral Smiru. It was one I had to bear, but these people had to 
be evacuated because of the situation. 

Mr. Tromas. Was that by private commercial planes or how; do 
you recall ¢ 

Admiral Smrru. Commercial plane. 

Mr. Tuomas. Were those Navy personnel and their dependents 
or civilians, or what ¢ 

Admiral Samir. Military personnel. 


AUGUMENTATION OF FLEET AND OVERSEAS ACTIVITIES 


Mr. Txomas. Additional transportation requirements to augment 
fleet and overseas activities, 792 people, $140,000. What was that? 

Admiral Smirn. These were augmenting the communication facili- 
ties in the Mediterranean, in certain of the ships and certain of our 
shore stations there. 

Mr. Tuomas. Why did you get them there? Why not Bremer- 
haven ? 

Admiral Smirn. No; we have a plan for augmenting both east and 
west. 

Mr. Tuomas. Taking them from the States? 

Admiral Smirn. Taking the cut out of the district headquarters, 
schools, and so forth. 
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TRANSFER OF MEDICAL SUPPORT PERSONNES 


Mr. Tuomas. Transfer of medical support personnel to reduce 
strength deficiencies of Marine Corps units, 167 people, $27,000, 

Admiral Smiru. One hundred oad sixty-seven Sater people were 
sent over to beef up the Marine Corps units. 

Mr. Tuomas. Dr. Hogan’s people ! 

Admiral Smirn. Yes, sir. 


‘TRANSPORTATION AND PER DIEM IN CONNECTION WITH COMMUNICATION AUGMEN? 
WEST 


Mr. Tromas. Transportation and per diem for personnel assigned 
temporary duty in connection with communication augment, west 
(138 people through October 31,79 people through November), about 
4 or 5 months? 

Admiral Smrrn. Yes, sir. That was the west. 

Mr. Tuomas. Are these civilians? 

Admiral Smirn. No, sir; these were Navy prar- Since they are 
on temporary duty, we paid them the normal, going per diem until 
they completed their temporary duty and returned to their stations. 

Mr. Tuomas. “Civilian pay raise,” to cost you $20,000. You 
rounded off that figure, Mr. Budget Officer? You were not putting 
the fine pencil a little bit to it? 

Admiral Smirn. We were allocated this amount by the Navy Comp- 
troller to pay to MSTS as our share. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Tztomas. Thank you very much, gentlemen. 
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WepnespbAY, Frepruary 25, 1959 
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REAR ADM. R. E. DIXON, USN, CHIEF, BUREAU OF AERONAUTICS 
VICE ADM. R. B. PIRIE, USN, DEPUTY CHIEF OF NAVAL QPERA- 


TIONS (AIR) 


REAR ADM. R. M. REYNOLDS, USN, ASSISTANT CHIEF, BUREAU OF 
AERONAUTICS, FOR MAINTENANCE AND SUPPORT 

CAPT. J. K. LEYDON, USN, COMPTROLLER, BUREAU OF AERONAUTICS 

BE. J. LEWIS, DEPUTY COMPTROLLER, BUREAU OF AERONAUTICS 


Program and financing 








n by activities: 
jirect obligations: 
. Flight operations, Regular Navy 
. Flight operations, Naval Reserve 
re Ci ec cbundbe culiames . 
. Station operations, Regular Navy 
. Station operations, Naval Reserve--_-......-.... 
. Alteration and replacement of facilities... ...._.| 
. Supporting ees, materiel and services___| 
8. Departmental administration. ..............--- 
Supplemental required for pay increases_-...__-.--. 


SIPs Oh~ 


Total Givest ODMGMIGIR soc cncccccnticciccanccsecs 


Reimbursable obligations: 

1. Flight operations, Regular Navy--...---.-...-- 
. Flight operations, Naval Reserve. ._.........-- 
io 
. Station operations, ‘Regular PR chs a ncous 
. Station operations, Naval Reserve-_-..........-- 
. Alteration and replacement of facilities_....._.- 

. Supporting equipment, materiel, and services 

8. Departmental administration...............-- 


NOmeow 


Total reimbursable obligations. ...........-- 
eens GUNN ae iidedovacts <cecdtsceu cabin 


Financing: 
Unobligated balance brought forward (69 Stat. 438) - -- 
Advances and reimbursements from other accounts: 
Deliveries of materiel common to U.S. require- 


ments ordered by military assistance in current | 


SUE. ; cp cnegunaenustocschandipbegntastabhnkdnd 
Other accounts. ihe diode 
Non- Federal sources (10 U.S.C. 2481, 10 U.S.C. 

2667, 5 U.S.C. 61b, and 22 U.S.C. 1816). ‘ 
Anticipate d reimbursements for future years “ deliv- 
eries of materiel common to U.S. requirements 
ordered by military assistance in current year... - 


al 44, 023, 000 


1959, presently 
available 


$181, 519, 000 
19, 243, 000 
246, 338, 000 
215, 835, 000 
15, 622, 000 
50, 286, 000 
105, 627. 000 
9, 647, 000 
—6, 249, 000 


1, 000, 000 


“98, 500, 000° 
10, 812, 000 | 
742, 000 
650, 000 

2, 317, 000 
2, 000 | 


ener 


| ~ 881, 891, 000 


| 





joes 


—R0, 000 


_| 81, 588, 000 


—1, 600, 000 


| 


—755, 


000 





New obligational authority. ................--.-- 


837, 868, 000 


—10, 000, 000 | 


1959 revised | Increase (+) 
estimate or 
decrease (—) 
$185, 751,000 | +-$4, 232, 000 
Pe NE Ne bed 
254, 540, 000 +8, 202, 000 
216, 610, 000 +775, 000 
Oe eae 
Se ND Re treticnndeees 
106, 169, 000 +542, 000 
9, s SO cee eerneitiieediac hie 
oud sense +6, 249, 000 


_887, 868, 000 +20, 000, 000 


28, 500, 000 
10, 812, 000 


44, 023, 000 


901, 891, 000 | 


_+%, 000, 000 


857, 868, 000 +20, 000, 000 
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Object classification 





i 
| 1959, presently | 1959 revised Increase (4.) 
| availabl estimate or 
oe = er 7 he te decrease (~) 
Total number of permanent positions | $66, 877 $66, 877 
Average number of all employees... _- 65, 489 65, 489 
Number of employees at end of year__ 63, 692 63, 692 
Personal service obligations: 6 
Permanent positions ; 336, 258, 000 336, 258, 000 
Positions other than permanent_________- neil 3, 000 3, 000 
Other personal services. - - _- a 7, 674, 000 7, 674, 000 
Total personal service obligations 343, 935, 000 343, 935, 000 e 
Direct obligations: . 
01 Personal services_._. ; 342, 477, 137 342, 477, 13 
02 Travel ; 13, 185, 000 13, 727, OO t $542. 000 
03 Transportation of things 17, 384, 000 19, 464, 000 | 2, 080, 000 
04 Communications services 2, 561, 000 2, 561, 000 “ 
05 Rents and utility services__- : 12, 040, 000 12, 040, 000 be 
06 Printing and reproduction __- : 2, 694, 000 2, 694, 000 | p 
07 Other contractual services 61,3 6, 63 62, 630), 6350 1, 324, 000 
Services performed by other agencies 2, 290, 000 2, 9M 
Labor contracts with foreign governments 3, 000 4,113, O01 
08 Supplies and materials 251, 891, 024 1, 96, 024 +9, 805, 000 
09 Equipment 112, 7°4, 000 112, 754, 000 
10 Lands and structures_. 3, 683, 000 3, 683, 000 
11 Grants, subsidies, and contributions 21, 771, 209 21, 771, 209 
15 Taxes and assessments 63, 000 63, OF 
Supplemental required for pay increases —6, 249, 000 +6, 249, 000 
Subtotal. _- 842, 624, 000 862, 624, 000 +20, 000, 000 
Deduct portion of foregoing obligations originally charged 
to object classes 07, 08, and 09__- 4, 756, 000 4, 776, 000 : 
Total direct obligations_ 837, 868, 000 857, 868, 000 +20, 000, 000 
Reimbursable obligations: 
01 Personal services___- 1, 457, 863 1, 457, 863 
07 Other contractual services ] 000 609, 00 
08 Supplies and materials_- OOK 27, 945, OM 
09 Equipment 908 2, 916, 908 
11 Grants, subsidies, and contributions. 000 94, 000 
15 Taxes and assessinents. 229 229 
Total reimbursable obligations 44, 023, 000 44. 023, 00 
Total obligations. R81, 891, 000 901, 891, 006 +20, 000, 000 


1 Average number of persons, 1959: 4,691. 


Admiral Ensey. Mr. Chairman, we will next hear from Adm. Rob- 
ert KE. Dixon, Chief, Bureau of Aeronautics, and the Deputy Chief 
of Naval Operations for Air, Adm. R. B. Pirie. 

Mr. Tomas. We are delighted to have you both. 

Are you both going to make a statement ? 


GENERAL STATEMENT 


Admiral Drxon. I havea statement. Mr. Chairman. 
Mr. Tuomas. Place it in the record and summarize it for us. 
(The statement follows:) 


STATEMENT OF Rear ApM. Ropert FE. Drxon, USN, Curer, BuREAI 
AERONAUTICS 


OF 


Mr. Chairman and members of the committee, the “Aviation” segment of the 
Navy’s $123.9 million supplemental request is $20 million. This amount covers 
three requirements which cannot be accommodated within the $837.9 million 
appropriated to our 1959 “Aircraft and facilities” appropriation. These re- 
quirements arose after the 1959 appropriations were passed and consist of 
$11.7 million for the out-of-pocket costs of the Lebanon and Taivan Straits 
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situations, $2.1 million for unbudgeted costs of Operation Deep Freeze, and $6.2 
million for a portion of the cost of the civilion classified pay raise enacted last 
year. 

" Our largest requirement is the $11.7 million spent on the emergency opera- 
tions in the Mid and Far East. At the outset of trouble in July, the Navy 
stepped up the operating tempo of its combatant forces and sitstained these 
operation for a period of about 4 months. We increased the flying of our 
earrier-based aircraft engaged in air reconnaissance and antisubmarine war- 
fare operations, and increased the number of patrol aircraft flying the Pacific, 
Atlantic, and Iceland Barriers. 

Although the tempo of operations has now lessened somewhat, the readiness 
position of our forces is being maintained at a high level and consequently 
some additional costs will continue to accrue for the remainder of the year. 
In our request to you today, however, we are asking only for those out-of-pocket 
costs incurred during the first 4 months of the year which were over and above 
normal operating costs. These over-and-above normal costs include the in- 
creased consumption of aviation fuel, per diem for deployed units, increased 
air-station support, and particularly the cost of overhauling additional aircraft 
engines and of performing emergency work on squadron aircraft to make them 
more combat ready. All other costs, such as drawdowns on stocks of repair 
parts and the continued deployment of aviation forces are either being absorbed 
or deferred to subsequent years. 

Our second requirement of $2.1 million for Operation Deepfreeze is for the 
cost of reimbursing the Military Air Transport Service (MATS) for airlifting 
cargo and personnel between the United States and New Zealand and thence to 
American bases in Antarctica. These bases were developed in support of this 
country’s participation in the International Geophysical Year. Although the 
international aspects of Operation Deepfreeze are drawing to a close, four of 
the seven American Antarctica bases will continue in operation during fiscal 
year 1959 as a part of this country’s Antarctic research program. No funds 
were included in the 19459 appropriation requests for the airlift costs of serv- 
icing and resupplying these bases. The Navy, being the executive agent for 
Operation Deepfreeze, has been assigned the responsibility for financing these 
costs for all American participants in the Antarctic program. 

Our final unbudgeted requirements of $6.2 million is for a portion of the cost 
of the pay raise granted to the classified employees last year. The total cost 
of this pay raise in this appropriation amounts to $8.7 million, but we are ab- 
sorbing $2.5 million of these costs within the funds already appropriated. In 
addition, we are absorbing all other wage and material increases affecting this 
appropriation. Per diem wage increases alone, those for the blue collar workers 
as distinguished from the classified pay raises, have amounted to $18 million 
since we submitted our 1959 appropriation request a year ago. In view of 
the increasing funding pressures to which this appropriation is subjected no 
turther absorptions are possible. 

Accordingly, we are requesting relief in the amount of $20 million to cover 
the three requirements which I have just described. We need these supple 
mental funds to permit us to continue our aviation programs at an orderly 
though reduced rate for the remainder of the year. Failure to obtain additional 
funds to cover these unbudgeted costs will severely disrupt our programs in the 
last quarter of this fiscal year and adversely affect our readiness position. 


Admiral Dixon. Mr. Chairman, the aviation segment of the Navy’s 
$123.9 million supplemental request amounts to $20 million. To fur- 
ther break this down, our request for the supplemental in the direct 
flight operations area totals $2.152 million. This is equivalent to the 
cost of flying approximately 38,000 hours more than we had planned 
during the Taiwan and the Lebanon emergencies. 

Mr. Tuomas. Is that made up of pay, subsistence, or fuel ? 

Admiral Drxon. These are aircraft costs. There were 28,000 hours 
flown as a result of the Middle East emergency and 10,000 hours as a 
result of Taiwan. 

In addition, the amount requested for deployment in support of 
the International Geophysical Year, is $2,080,000. 
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Mr. Tuomas. I thought you got that money last year in the De. 
ficiency Appropriation at the same time we gave it to the Interna. 
tional Geophysical Year. 

Did we not give the International Geophysical Year people that 
amount in the final deficiency and did you not get some money for 
that purpose in there, too ? 

Admizal Dixon. No, sir. That was in 1958. We had no money 
budgeted for 1959. 

In the aircraft overhaul area, we require a total of $8,202,000 broken 
down into $5,290,000 for engine overhaul; $1,324,000 for commercial 
servicing of aircraft; and $1.6 million approximately for additional 
aircraft rework. In the station operations area, we need $775,000 to 
pay for the extra cost of loading and off-loading carriers during 
these emergencies. 

For fleet deployments, under supporting equipment, materiel, and 
services, we have requested $542,000 as a result of deploying approxi- 
mately 9,000 additional personnel at an average cost of about $60 
each. 

Then we have the classified pay increase figure of $6,249,000. This 
will pay the increase for the classified pay raise of 17,644 graded per- 
sonnel. 

Mr. Chairman, that sums up briefly my statement. 

Mr. Tuomas. Welldone. It is very much to the point. 

Mr. Tuomas. This appropriation item covers flight operations, 
$4,232,000; aircraft overhaul, $8,202,000; station operations, $775,000; 
supporting equipment, materiel, and services, $542,000; supplemental 
required for pay increases, $6,249,000. That is a total of five items in 
the amount of $20,000,000. 

In terms of object classification, you have travel, $542,000; trans- 
portation of things, $2,080,000; other contractual services, $1,324,000; 
supplies and materials, $9,805,000; supplemental required for pay 
increases, $6,249,000. 


JUSTIFICATION OF THE ESTIMATE 


Let us look at your justification and put in pages N-9-1 to N-9-8, 
(The pages follow :) 


JUSTIFICATION FOR SUPPLEMENTAL ESTIMATES FOR Fiscan YEAR 1959 


Aircraft and facilities, Navy—Appropriation introduction 


Tete Mapronriation WOOO i a $837, 868, 000 
mupnerentini Meemeetts coo clits eas eh ia ce ue 20, 000, 000 


fevised appropriation request.__..........._______ St 857, 868, 000 





Supplemental requirements of $20 million under this appropriation consist 
of $11.7 million for the out-of-pocket costs of the Lebanon and Taiwan Straits 
situation, $2.1 million of unbudgeted costs for Operation Deepfreeze, and $62 
million for a portion of the cost of the civilian classified pay raise. 

In early July at the outset of the emergency in the Middle East, the Chief of 
Naval Operations ordered the strengthening of the readiness posture of all the 
naval forces. This took the form of a stepped up tempo of operations, in- 
cluding increased carrier aircraft operations, air reconnaissance and ASW 
operations, the augmentation of the Iceland Barrier, as well as placing the 
Atlantic and Pacific AEW Barriers. at full capability. Similar actions were 
taken to strengthen the readiness of the naval forces in the Pacific. Addi- 
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tional carriers were added to the 7th Fleet, the tempo of air operations 
was increased, ASW operations in the Taiwan Straits were expanded and all 
carrier task groups were kept at sea. 

These accelerated emergency operations placed an acute drain on the operation 
and maintenance funds of the Bureau of Aeronautics. The additional costs 
incurred were of two types—out-of-pocket costs which were over and above those 
programed, such as increased costs attributable to increased consumption of 
aviation fuel, per diem for deployed units, increased air station support and 
particularly the increased cost of accelerating engine overhaul schedules and the 
direct rework and up-dating of squadron aircraft by the overhaul and repair 
department as a customer service for deploying fleet units. The second type 
of cost consisted of draw-downs on stocks of aircraft and catapult repair parts 
due to increased usage and emergency withdrawals. Although these latter 
eosts are real, replenishment procurement can be deferred subsequent to 1959. 
Accordingly, the $11,671,000 supplemental request for the Mideast and Taiwan 
Straits alerts has been limited to the out-of-pocket costs which are required 
to permit the continued support of the operatinz forces during fiscal year 1959. 

The supplemental estimate for the Mideast and Taiwan Straits has been addi- 
tionally restricted to costs associated with operations through October 31, 1958 
pased primarily upon reports from fleet commanders and air stations. The field 
reports indicating the charges to operating funds which were over and above 
normal costs have been supplemented by actions taken at the Bureau level to 
increase the funding in nonfleet areas, such as accelerated airc:aft inductions 
at commercial overhaul plants and Bureau-directed workload in naval overhaul 
and repair facilities. Furthermore, the estimates of costs for aircraft overhaul 
to support these emergency operations, while being attributable directly to op- 
erations conducted through the first 4 months of the fiscal year, represent 
an inescapable carryover of charges beyond that period. 

In addition to the costs associated with the Lebanon and Taiwan. alerts, 
$2,080,000 is included in this request to cover the costs incurred by the Military 
Air Transport Service in airlifting personnel and cargo during the current 
fiscal year in support of Operation Deep Freeze. It has been determined that 
this is a responsibility of the Navy as executive agent for this operation and 
‘comes appropriately within the scope of this appropriation. 

Unbudgeted costs of the civilian classified pay legislation (P.L. 85-462) 
amounting to $6,249,000 are included in this request. The total unbudgeted 
‘costs of this pay increase is $8,749,000, $2,500,000 has been set aside to 
meet a portion of the cost. The remaining $6.2 million, together with the $13.8 
million for the Lebanon and Taiwan emergencies and Operation Deep Freeze 
cannot be absorbed because of the magnitude of other costs facing this appro- 
priation this year. Material and labor costs have continued to rise. Un- 
budgeted wage increases of per diem employees alone have amounted to more 
than $18 million since the 1959 budget was prepared and submitted to Congress. 
These costs are being absorbed within the funds available. No further absorp- 
tion.is possible without seriously weakening the readiness position of naval 
aviation. 

Summary of obligations by budget activity 


























| | 

No. Budget activity Presently Revised |Supplemental 

available estimates request 
| | Pa hao 

] | Flight operations, Regular Navy................--. | $181, 519,000 | $185, 751, 000 $4, 232, 
2 | Flicht operations, Naval Reserve_.-___- ; | 19, 243, 000 19, 243, 000 {_.._- ee 
3 | Aircraft overhaul... soca 19 246, 338, 000 254, 540, 000 | 8, 202, 000 
4 | Station operations, Recular Navy__._......_._.---. 215, 835,000 | 216, 610,000 | 775, 000 
5 | Station operations, Naval Reserve... ...-.....------ 15, 622, 000 16, O28, O00 fo cnne conden 
6 | Alteration and replacement of facilities. _........_-- | 50, 286, 000 50, 286, 000 a 
7 | Supporting equipment, materiel and services......_-| 105, 627,000 | 106, 169,000 542, 000 
8 | Departmental administration. ___. — _ -| 9, 647, 000 0,667, 000 bese cuiccisure 
Supplemental] required for pay increases.............| —-6, 249, 000 |- | 6, 249, 000 
CObes. outa al waz wsil a! | 837, 868, 000 | 857, 868,000 | 20,000, 000 








314 


Budget activity No.1. Flight operations, Regular Navy 


ES ELL EL LO ALLL $181, 


519, 000 
Revised estimate 
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———— 


Supplemental request _.---_- dh hth cite Die untae tli 4 239 00D 
Sup] J , <32, 000 


A total of $4,232,000 is required to pay for unbudgeted flight operations during 
fiscal year 1959. Of this amount $2,152,000 represents the cost of the aviation 
fuel and supplies consumed to support the Middle East and Taiwan operations. 
During the first 4 months of fiscal year 1959, fleet commanders reported an ip- 
crease of 38,000 flying hours over and above normal operations as a result of the 
Middle Fast and Taiwan emergencies. Approximately 28,000 of the additional 
hours flown resulted from the Middle East emergency. The major portion of this 
flying occurred in July and August. The remaining additional 10,000 hours were 
flown in support of operations in the Taiwan area primarily during September 
and October. The Bureau of Aeronautics also must pay the Military Air Trans- 
port Service (MATS) for airlift costs incurred during fiscal year 1959 in support 
of Operation Deep Freeze, for which there has been no previous provision in the 
budget. The cost to reimburse the MATS industrial fund for the transportation 
of cargo and personnel between the United States and New Zealand and between 
New Zealand and Antarctica is $2,080,000. This represents 5,100 flight hours 
for heavy transport aircraft at an average cost of $415 per hour. 


Budget activity No. 8. Aircraft overhaul 


Perey, SrOWimI 


ee ee $246, 338, 000 
Revised estimate 


A 





Ne ee ere siege penne 8, 202, 000 


Emergency operations occasioned by the Lebanon and Taiwan alerts resulted 
in a significant increase in the requirements for aircraft and engine overhaul. 
The cost of this workload during the first 4 months of fiscal year 1959 amounted to 
$8.2 million. The largest amount, approximately $5,290,000, was required to 
overhaul engines to meet the needs of deploying units and to improve the avail- 
ability of ready-for-issue engines in the supply pipeline. Similarly, an additional 
$1,324,000 was required to increase the output at commercial overhaul plants 
providing the rework of fleet aircraft. 

In addition, the deploying units also required emergency support from the 
overhaul and repair departments, to rework and up-date squadron aircraft to 
provide full combat readiness, This latter workload accounts for the remaining 
$1,588,000 of the total $8.2 million cost. 


Budget activity No.4. Station operations, Regular Navy 
Presently available $215, 835, 000 


a 216, 610, 000 


ODN NOUUNNN io ce eiceeweeeccmncewnwcnennn 775, 000 


Over and above costs incurred by air stations in supporting accelerated opera- 
tions of aviation units during the first 4 months of the current fiscal year 
amounted to $775,000. These additional costs result from the loading and off- 
loading of carriers and supply ships, the repositioning of Navy and Marine 
aviation units, and the added station costs of supporting temporary eneamp- 
ments in forward areas. Additional overtime hours have been expended by 
the supply departments of the major fleet support stations in packing, crating, 
loading and unloading of equipment and supplies, and the use of supporting 
equipment and rolling stock has been greatly accelerated, thereby generating 
additional requirements for maintenance, operation, and overhaul funds. In 
addition, it has been necessary to hire civilians to replace military technical 
personnel who were removed from station communications and control tower 
work and transferred to combat billets. 
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Budget activity No. 7. Supporting equipment, materiel and services 


eametiy evallable.__.... 2-5-2 eqn ne nnn --- === $105, 627, 000 








Revised estimate__----------------~------~--~------------------- 106, 169, 000 
Bdselossmetel wequedh. i212 soe 25 ss isi 3 iszt 542, 000 


Increased deployments of naval and Marine aviation units in both Atlantic 
and Pacific have generated inc eased travel costs of fleet aud Marine Corps 
aviation personnel. Through October 31 these charges amounted to $542,000 
consisting of $358,000 for Mideast deployments and $184,000 for 2 months in 
the Pacific. 

Supplemental required for pay increases 


Seementiy RVMUADI Os i6:5454k de 00 beanie 4-0 5— 0 
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The unbudgeted cost of the classified civilian pay raise resulting from Public 
Law'85-462 payable from the “Aircraft and facilities, Navy” appropriation dur- 
ing fiscal year 1959 is estimated at $8,749,000. This estimate covers the pay 
raise cost of an average of 17,644 graded personnel. The annual payroll for 
these employees amounts to $80.5 million as compared with a total payroll of 
nearly $344 million for all personnel paid from this appropriation. Of the 
$8,749,000 estimate, the amount of $8,389,000 covers the increased salaries and 
related payroll costs (civil service retirement, social security, and Federal eim- 
ployees group life insurance contributions) of employees paid directly from the 
“Aircraft and facilities’ appropriation. The remaining $360,000 represents 
pay raise costs payable to other agencies performing work on behalf of the 
Burean of Aeronautics. Principal among these are payments to the naval indus- 
trial fund, the U.S. Weather Bureau, and the National Bureau of Standards. 

The Navy has available assets in the amount of $2.5 million to apply toward 
these pay raise costs, leaving a supplemental requirement of $6,249,000. The 
amount appropriated for fiscal year 1959 as compared with the needs of the 
programs supported from this appropriation is such that no further absorption 
is possible. The supplemental request of $6,249,000 is required to avoid unneces- 
sary reductions in the civilian labor force. 

Mr. Tuomas. Under this appropriation item, you show $11.7 million 
for out-of-pocket costs of Lebanon and Taiwan Straits crises $2.1 
million for unbudgeted costs for Operation Deep Freeze and $6.2 
million for a portion of the cost of the civilian classified pay raise. 


COST OF THE PAY RAISE TO THE BUREAU OF AERONAUTICS 


What was the entire cost of the pay raise for the Bureau of Aero- 
nautics ¢ 

Admiral Drxon. There is $2.5 million additional that we are ab- 
sorbing ourselves, Mr. Chairman. That brings it up to $8.7 million 
for the total value of the pay raise. 

Mr. THomas. What was the total cost for the Bureau? Is that it? 

Admiral Dixon. Yes, sir. 


OUT OF POCKET COSTS FOR LEBANON AND TAIWAN STRAITS SITUATIONS 


Mr. Tuomas. This paragraph is worth repetition: 


* * * The additional costs incurred were of two types—out-of-pocket costs 
which were over and above those programed, such as increased costs attributable 
to increased consumption of aviation fuel, per diem for deployed units, increased 
air station support, and particularly the increased cost of accelerating engine 
overhaul schedules, and the direct work and updating of squadron aircraft by 
the Overhaul and Repair Department as a customer’s service for deploying 
fleet units * * *. 
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You might explain that a little bit. 

Admiral Drxon. Mr. Chairman, when these emergencies o¢- 
curred—— 

Mr. Tuomas. The temporary duty. 

Admiral Drxon. Our fleet units were stationed at home ports and 
then they were immediately deployed on temporary duty to the 
scenes of action. 

Mr. THomas. What increase in pay is that ? 

Admiral Drtxon. For officers it is about $5.40 a day and for enlisted 
men $1.35 a day. 

Mr. Tuomas. Any additional flight pay? 

Admiral Drxon. This is just per diem Mr. Chairman. 

Mr. Tuomas. This is not flight pay at all? 

Admiral Drxon. No, sir. 

Mr. Tuomas. Also these latter costs are real, it goes on to say— 
replenishment procurement can’ be deferred subsequent to 1959. Accordingly, 
the $11,671,000 supplemental request for the Mid East and Taiwan Straits 
alerts has been limited to the out-of-pocket costs which are required to permit 
the continued support of the operating forces during fiscal year 1959. 

Out of this $20 million just how much have you got to have? Can 
you defer all of this over to your next year to take care of this cost? 

Admiral Drxon. Very definitely not, Mr. Chairman. I feel that 
these are very honest figures for the increased costs. 

Mr. THomas. We are not questioning that at all. 

Admiral Drxcn. May I say that they are minimum figures and sub- 
stitute those words? 

These are costs that are directly attributable—— 


DEEP FREEZE COSTS 


Mr. Tuomas. What about your Deep Freeze costs here of $2.8 mil-- 


lion? What is that made up of? 

Admiral Drxon. Mr. Chairman, it might be well to state that prior 
to this fiscal year 

Mr. Tuomas. The admiral is in charge of the operation there and 
he dives them logistic support and everything else. 

Admiral Drxon. We pay for this. 

Mr. THomas. How much more did the operation cost. you than-you 
have budgeted here? 

Admiral Dixon. We did not budget anything previously for the 
present fiscal year. These costs are to pay MATS for the support of 
the people in Antarctica. 

Mr. Tuomas. This is just for transportation ? 

Admiral Drxon. This is for transportation ; yes, sir. 

Mr. Tuomas. Where are the food costs and everything else, sub- 
sistence ? 

Admiral Dixon. That would be in another appropriation. 

Admiral Brarpstey. That is in another appropriation, Mr. Chair- 
man. 

Mr. THomas. You have transferred, fed them, fueled them, and 
everything else; have you not? 

Admiral Drxon. Mr. Chairman, I think that I can explain this cost 
by saying that formerly we operated these aircraft directly. Then 
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MATS took over. On July 1, 1958, MATS went on industrial fund- 
ing. Every service we get from MATS now we have to pay for. 
ae. Tuomas. It ison a revolving fund basis now ¢ 

Admiral Dixon. That is right. 


CiviniAN Cuassirrep Pay INCREASE 


Mr. Tuomas. You have some unbudgeted costs here for the civilian 
classified pay increase, $6.2 million. Is that a guess figure or how do 
you arrive at that ¢ 
" You have arrived at a total cost of $8.7 million. 

How do you arrive at the figure of $6,249,000 ? 

Admiral Dixon. This is the cost of an average yearly figure of 
17,644 graded personnel. These are the actual costs of the pay in- 
crease, $6,249,000. 

Mr, Tuomas. You mean it is an arithmetical calculation and not 
subject to change or error? 

Mr. Rooney. You mean that is the amount you have not absorbed ; 
isthat correct ? 

Admiral Drxon. That is correct. 

Mr. Tuomas. The total amount is $8.7 million ? 

Admiral Brarpstey. That is correct. 

Mr. Tuomas. This table here is quite interesting. 


FuicgHt Operations 


Flight operations, $4,232,000. 

Is that mainly fuel or what ? 

Admiral Drxon. It is for fuel and other consumables, sir. 

Mr. Tuomas. How do you arrive at the figure? I cannot see how 
you arrive at this figure and be so accurate about it. 

Admiral Drxon. This $4,232,000? 

Mr. Tuomas. Yes. Are you charging this up to your emergency 
operation over in the Middle East and Pacific ¢ 

Admiral] Drxon. That is correct, for approximately one-half of 
the total. 

This is computed by types of airplanes, cost per flying hour, and 
number of hours flown. The remaining one-half, as we previously 
discussed, is for the support of Deep Freeze. 

Mr. Tuomas. Admiral, would you take about $10 million in round 
figures for all of this and feel pretty good about it ? 

You would not feel like you were getting unduly hurt, would you? 

Admiral Drxon. Yes, sir; I would feel that I had done very 
poorly. 

Mr. Tuomas. No fooling? 

Admiral Drxon. Yes, sir. 


AIRCRAFT OVERHAUL 


Mr. Tuomas. What about your overhaul figure of $8.2 million? 

Where are you doing that overhaul to come to that figure? 

Admiral Drxon. This involves the overhaul of 694 additional 
engines at the beginning of this fiscal year and the increase in overtime 
of some $1,192,000 as a result of the two emergencies. 











318 


Then we had to overhaul 10 extra aircraft in the barrier operation 
and to overhaul 


Mr. Tomas. Where are you getting all of those figures? [ do | 
not recognize them. 

Admiral Dixon. I am quoting some from memory, Mr. Chairman, 

Mr. Tromas. You are a little too fast for me. I can only read 
what you put down in this book. 

Go ahead. 

Admiral Drxon. The $5,290,000 required for engine overhaul js 
broken down into $1,324,000 for the increased out-of-pocket com. 
mercial overhaul and involves additional overhaul or completion of 
10 extra aircraft for the barrier operation in the Atlantic and Pacific, 

The last item of $1,588,000 involves the overtime I mentioned, Mr, 
Chairman. 

Mr. Tuomas. There are no personnel costs at all in this? 

Admiral Drxon. There is some, including overtime of personnel 
and 

Mr. Tromas. You mean 

Admiral Drxon. Pay raise. 

Mr. Tuomas. I mean flight pay. 

Admiral Drxon. No, sir. No flight pay. 

Mr. Tuomas. Has this work been done yet ? 

Admiral Dixon. Yes, sir. It has been done. 

Mr. Tuomas. Where was it done? 

Admiral Drxon. It was done for the most part in our shore facili- 
ties, our seaport overhaul shops. 

Mr. Tuomas. Did you do it aboard your carriers or did you bring 
them back to the United States? 

Admiral Drxon. No;thisis on shore. 

Mr. Tuomas. I suppose you have the overhaul done wherever you 
have a little slack workload, ‘do you not? 

Admiral Drxon. Yes, sir. 

Mr. Tuomas (reading) : 


In addition, the deploying units also required emergency support from the 
Overhaul and Repair Departments to rework and up-date squadron aircraft 
to provide full combat readiness. This latter workload accounts for the re- 
maining $1,588,000 of the total of $8.2 million cost. 


* * * The largest amount, approximately $5,290,000, was required to overhaul 


engines to meet the needs of deploying units and to improve the availability of 
ready-for-issue engines in the supply pipeline. 











DETERMINATION OF COSTS DIRECTLY ASSOCIATED WITH THE EMERGENCIES 
Admiral, you are sure that you did not put about half of this in 


your 1 regular appropriation in 1959, and the other half will be put 
in 1n 1960 4 


Admiral Dixon. No, sir. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Admiral Brarpstry. Mr. Chairman, I would like to say that when 
we considered the Lebanon and Far East situations and the increased 
costs for the Navy and not just this appropriation, we found it diffi- 
cult at times to determine exactly what was directly a cost related 
to Lebanon and was not something that had already been considered. 
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This is true not only for the Navy Department but I can assure you 

| atthe Bureau of the Budget level, too. 

Mr. Tuomas. That is what I am talking to the Chief of the Bureau 

| shout now. 

Admiral Drxon. I am going to speak to that point. 

Not only the Navy Department, but also the reviewers in the De- 
partment of Defense and in the Bureau of the Budget, set up quite 
stringent procedures and policies to attempt to restrict these costs to 
those that we could definitely associate with the emergencies, All of 
our Bureaus had additional costs associated with these crises which 
ye are not asking reimbursement for. We are going to have to absorb 
them. ; 

Mr. Tuomas. That is a good statement but we are not going to ex- 
pect you to do the impossible. We know from human experience you 
cannot cut a line here and say, “You get on this side and all the others 
on the other side.” You do the best you can and I imagine that is 
pretty good. 

Station OPERATIONS 


Let us take a look at your station operations, $775,000. 


Over and above costs incurred by air stations in supporting accelerated opera- 
tions of aviation units, during the first 4 months of current fiscal year amounted 
to $775,000. 

Is that a regular deficiency item ? 

Admiral Drxon. Yes, sir. 

Mr. Tuomas. Is this from loading, crating, and all of that? 

Admiral Drxon. That is right. 

Mr. Tuomas. How did you arrive at that figure? You did not do 
alot of crating here? 

In addition, it has been necessary to hire civilians to replace military technical 
personnel who were removed from station communications and control tower 
work, and transferred to combat billets. 

How much are you charging for that? That has nothing to do with 
crating ¢ 

Admiral Drxon. This is largely overtime pay with regard to the 
first item you mentioned. 

On the second, I have a figure for the number of personnel. It is 
avery limited number of marines who were transferred from station 
communications to combat billets. 

Mr. Tuomas. Can you break down roughly, not too accurately, the 
$775,000 in your various components ? 

You have personnel money in here, crating money, and I imagine 
you have some loading and unloading money. I do not know whether 
you have any rolling stock equipment money in here but it looks like 
this is a catchall item, is it not ? 

Admiral Drxon. This is additional out-of-pocket costs at the naval 
air stations, getting people ready, ships ready, and squadrons ready to 
move. Largely, it has to do with additional overtime authorized 
during the emergency. 

Mr. THomas. It all arose by virtue of the emergency ? 

Admiral Dixon. Very definitely. 

Mr. Tuomas. Does it apply to the carriers as well as to the ships? 

Admiral Brarpstry. Yes, sir. 


37458—59——_21 
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Admiral Drxon. It apples to loading the carriers at the piers, | 

Mr. Tuomas. You are going to let the Bureau of Ships take care of 
the carriers / | 

Admiral Dixon. The Bureau of Ships takes care of the costs of | 
operating the carriers, Mr. Chairman. 


SUPPORTING EQUIPMENT, MATERIEL AND SERVICES 


Mr. Tuomas. We now come to the item of “Supporting equipment, 
materiel and services,” $542,000. 

Increased deployments of naval and marine aviation units in both Atlantic | 
and Pacific have generated increased travel costs of fleet and Marine Corps 
aviation personnel. Through October 31 these charges amounted to $542,000, 
consisting of $358,000 for Mideast deployments and $184,000 for 2 months in the 
Pacific. 

Admiral Dixon, This involves the expense of deploying 9,100 per. 
sonnel, at an average cost of about $60 each. 

Mr. Tuomas. Where is this charged ? 

Admiral Dixon. This is purely the per diem payment of these peo. 
ple, as they have been transferred from their home port in the conti- 
nental United States. 

Mr. Tuomas. Why is it charged to aircraft and facilities? It looks 
like it should be personnel. 

Admiral Dixon. By long-established precedent, this is a proper 
responsibility of the “Aircraft and facilities, Navy” appropriation, 
Mr. Chairman. 


SUPPLEMENTAL REQUIRED FoR Pay INCREASES 


Pay Increases,” $6,249,000. 
Is this an accurate estimate / 
Admiral Drxon. Yes, sir. 


Mr. Tuomas. The total cost was $8.7 million? You absorbed about 
$1.5 million / 

Admiral Drxon. $2.5 million, Mr. Chairman. 

Mr. Tuomas. | beg your pardon. That is right. 

Gentlemen / 


Mr. Jensen. Yes, Mr. Chairman. 


Mr. THomas. On page N-9-8, we have “Supplemental Required for | 
| 


NEED FOR NAVAL OFFICER TRAINING IN BUSINESS ADMINISTRATION AND 
PROCUREMENT 


Is the procurement officer here in the room for the Navy Depart 
ment, the person in charge of procurement ? | 

Admiral Bearpstry. What is the item, sir? | 

Mr. Jensen. Anything pertaining to procurement for the Navy. 

Admiral Brearpstey. Each of the bureau chiefs here has some re- 
sponsibility for certain types of items. Admiral Dixon is responsible 
for aviation items. 

Mr. Jensen. Do you have a chief procurement officer in the Navy! 


Ad 
chars 
js no 

Mi 

AC 

M 

Ac 

M 
nape 

roc 
F A 
whi 
cure 
thei 
adn 
cal 
pro: 

pos 
bus 
ot 

\ 
bus 


‘ 


inf 


‘ 


Du 
tio 
fo 
Na 
in 
ge 
su 


Su 





care of | 


Sts of | 


Ment, 


\ tlantic | 
Corps 
142,000, 
; in the 


() per- | 


€ peo- 
conti- 


looks 


roper 
ation, 


“d for 


about 


AND 


part- 





(a 
e re- 


sible 


avy! 








321 


Admiral Brarpstey. We have a Chief of Naval Materiel, who is in 
2 . mn . 7? . ra 
charge of overall policy. That is Vice Admiral Clexton, USN. He 
js not present. 

Mr. Jensen. Is he an Annapolis graduate! 

Admiral Br ARDSLEY. Yes, Sir. 

Mr. Jensen. Most of you are, I presume ‘ 

Admiral Brarpsiey. The majority. 

Mr. JensEN. When you went through the Naval Academy at An- 
napolis were you schooled in the art of business administration and 

rocurement ¢ 

Admiral Brarpstey. When I went through the Naval Academy, 
which happened to be in 1929, I do not recall any courses in pro- 
curement. We had no courses in business administration. Since 
then I have taken, at my own cost, the Alexander Hamilton business 
administration course in the 1930’s and I have a degree in aeronauti- 
cal engineer ing. I have been to the Harvard advanced management 
program in business administration. More recently we have in our 
postgraduate education program sent officers to various courses in 
business administration which involve procurement and other aspects 
of business administration. 

Mr. Jensen. Can you tell me if Annapolis is now giving a course In 
business administration and procurement ? 

Admiral Brarpstey. I cannot tell you that, but I can provide the 
information for the record. 

Mr. Jensen. I would like to know. 

(The material referred to follows:) 

All midshipmen at the Naval Academy receive basic instruction in economics. 
Due to the crowded course, no other background studies in business administra- 
tion are included in the curriculum, for most junior line officers go directly 
to sen Where they do not have major procurement duties for several years. The 
Naval Academy courses give them the best possible training for these duties 
in the time alloted. However, junior officers going into the Supply Corps do 
get an intensive course in procurement and related business administration type 
subjects before their first assignment. This training is given at the Navy’s 
Supply Corps School at Athens, Ga. 

As line officers advance in rank and approach the time when their assignments 
will include procurement duties, provision is made for them to receive additional 
training in these fields. This is accomplished by means of comprelensive corre- 
spondence courses as well as speciiic assignment of these officers to post-graduate 
training in business administration at civilion institutions such as Harvard, the 
University of Michigan and Stanford. The Navy also sends a group of officers to 
the recu'ar comptroller course at George Washington University. Generally, 
this group includes more senior officers who will be assigned to responsible posi- 
tons requiring the additional training in this field. 

Mr. Jensen. I was on the visiting congressional committee a number 
of vears ago and I thought this was going to be a nice little outing. 
We were in Annapolis 5 days and I must say that, instead of being an 
outing, it proved to be quite a chore. 

As you know, we went into all of the functions of the Academy. I 
discovered at that time there was no course given in business adminis- 
tration and procurement. 

Knowing that the Navy purchases each year billions of dollars 
worth of supplies, the last day we had a cehatioet with all of the 
officers and instructors and the Commandant of the Naval Ac ademy, 
I asked them why they did not give a course in business administration 
and procurement. They gave me a very weak answer and I recom- 
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L asked them why they did not give a course in business administration 
and procurement so that there would be no duplication in purchasin . 
not only in the Navy, but also between the military agencies; the 


Navy, Army, and Air Force. They took it in all good grace, right 
down the line. 


Off the record. 

(Discussion off the record.) 

Mr. Jensen. On the record. 

That was Admiral Joy, who was then the commandant, and he said, 
“Congressman, I think you have a good plan. I shall look into it,” 

I heard later that they had instituted a course in business admin- 
istration and procurement, but I have never known for sure that they 
have done that. 

Gentlemen, with all due respect to you, I have seen times and 
instances where I felt quite sure that someone in the purchasing 
division of your Department was not schooled in the art of purchas- 
ing and, because of that, without a doubt, millions and possibly bil- 
lions of dollars have been spent needlessly. 

It is not my nature to be critical and I have the highest regard for 
the military. 

Off the record. 

(Discussion off the record.) 

I feel even today considerable money is being spent that is possibly 
on a duplication of effort, especially in the purchasing field, and | 
think that that stems from the fact that military men both of the 
Army and the Navy have not been schooled in the academies in the 
art of business administration and procurement. As I said, I have 
been just a hardheaded businessman. I worked for a large corpora- 
tion and they were good businessmen. They saw to it that the man- 
agers of their facilities knew what they were doing. We had to report 
every day to headquarters, so you can well understand that I ama 
little critical of anyone in Government who might spend money that 
is not necessary. I hope that you will find out for me if the Naval 
Academy is giving a course in business administration and procure- 
ment, because if they are not they certainly should be. 

Admiral Brarpstxy. I will insert that in the record. 

(The information may be found on p. 321.) 

Admiral Bearpsuey. I would like to add that of the services in the 
last 5 years have made tremendous advances in this whole question of 
business training. At the postgraduate school of the Navy we have 
had a series of short courses in the summertime. We have had a course 
of about 4 months’ duration which goes into all aspects of accounting, 
procurement, and business administration, and that is going to be 
lengthened a year from now to a 9 months’ course. We will not take 
the younger officers before they gotosea. There are very few instances 
where ensigns are in a position to become procurement officers. They 
usually go to sea. Most ensigns do not get involved in the procure- 
ment aspect immediately. We are trying to improve and get more of- 
ficers in business administration in general. Many of the supply of- 
ficers have had training in business administration, including pro- 
curement, so the Navy is doing a lot in this field. 
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CIVILIAN PERSONNEL IN THE DEPARTMENT 


‘Mr. Jensen. What is the number of civilian personnel that you 
have in the Navy at this time ? 

Admiral Ensry. 361,000 going down to 359,000 at the end of this 
fiscal year. 

Mr. Jensen. That includes civil service employees and blue-collar 
workers ? 

Admiral Ensey. All civilians. 

Mr. JeNsEN. Will you supply for the record the number of blue- 
collar workers and the number of civilians? 

Admiral Ensry. Yes. 

(The information follows :) 
As of December 31, 1958 : 


i chi easel 360, 272 
eI WOON ia aan aes dn ince evephaghahasiroesaie 223. 025 


NUMBER OF WAVES 


Mr. JeENsEN. Now, I believe that the WAVES are attached to the 
Navy ¢ 

Admiral Ensry. Yes. 

Mr. Jensen. How many WAVES do you still have? You may 
supply that for the record. 

(insert requested information. ) 

As of Jan. 1, 1959: 
I hk i Bia tt eine aE bandit acti 4, 851 
ON iN Ck ta tenia kth Uniden tne sacniest imide cuainiaiaienne ahipen aepelcuia lines iaiath 657 

Mr. Jensen. The reason I bring that up is this—when we instituted 
the WAVES, as we did the WAC’s and the SPAR’s, the Congress 
was sure that these girls were going to be used in clerical work to 
a very great degree, and by so doing would relieve the boys to fight. 
Now, that is putting it bluntly. And we were told that by so doing 
it would make it possible to have less civilian employees. But on 
the contrary, ever since that time the civil service employees, I think 
the record will show, have increased. So we have the civil service 
employees in great numbers in addition to the WAVES that were 
supposed to do clerical work. 

Mr. Tomas. Will the gentleman yield off the record? 

(Discussion off the record.) 

Mr. Jensen. I am not taking any exception to the WAVES. I 
think that they have done what they were supposed to do except I 
feel that the Congress was sort of hoodwinked a bit in the promise 
that the WAVES would be doing clerical work to a very great de- 
gree and relieve the boys to fight. 

As I said to the Army this morning, it appears to me that there 
are many of the low-grade personnel in the Navy that could do an 
awful lot of this clerical work and make it less necessary to have so 
many civilian employees doing clerical work. 

Do you want to talk on that? What do you have to say? 

Admiral Ensry. I would like to propose that we submit for the 
record some sort of a trend indication; in other words, the number 
of WAVES compared to the number of civilian personnel for the 
past 3 years to get an overall feel for this. I regret to say that I 
cannot find the figures right here. 
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(The following mrormation was ‘supplied for the record :) 


Calendar year end Number of Number of 
WAVES civilians 
betta’. procera 
cc. -2 5, 872 393 
Mes 4 - | 5, 238 eee | 
1958... cr a AOS 360, 279 


INCREASE IN CIVILIAN PERSONNEL 


Mr. Jensen. This situation applies to most every department of 
Government. They say, “Let us have these men and this mac hinery 
and this equipment and these electric ally-operated machines and we 
will reduce our personnel.” But invariably, instead of reducing them, 
the personnel is increased except in the Veterans Administration, 
Gentlemen, I think that every department of Government should take 
a leaf from the Veterans Administration’s book who have about 
65,000 fewer employees today than they had in 1947. They reor- 
ganized their forces and they put in machinery, up-to-date machinery, 
that would calculate, and by so doing, that agency of Government has 
been able to reduce personnel to the tune of about 65,000 people in the 
last 10 years. 

I wonder why other departments of the Government cannot do it 
as far as administration is concerned. I know that you have to have 
fighting men and I want them. I want America to be more than ade- 
quately strong, and I have always voted for that very thing, but I 
think an awful cc of money can be saved if you had better business 
administration. I do not want to lecture to you gentlemen, far be it 
from that, but it is the responsibility of a Member of Congress when 
he sees something he thinks could be done better and more cheaply 
to mention it and ask you gentlemen who are the servants of the peo- 
ple, just as we, to cooperate and to see if they cannot improve the busi- 
ness administration of their departments, and I ask every department 
of our armed services to do that. 

Mr. Rooney. Will the gentleman yield? I was always under the 
impression the Navy was the best of the armed services insofar as 
management and procurement are concerned. 

Mr. Jensen. Lagree. I think they are, but I still think there could 
be improvement made that would show great savings. 

Mr. Bow. Do I understand this overhaul on aircraft has all been 
completed so we are in combat readiness with those that you have 
scheduled here ¢ 

Admiral Drxon. That is correct. I would like to say, however, 
that we have already utilized some of the funds in this operation we 
expected to utilize in the remainder of the fiscal year, and thus our 
request for additional funds. 

Mr. Bow. Thank you; that is all. 


NUMBER OF NAVAL RESERVE OFFICERS DRAWING FLIGHT PAY 


Mr. Jonas. How many Naval Reserve officers do you have ? 

Admiral Prrre. Reserve officers ? 

Mr. Jonas. Drawing flight pay. 

Admiral Prete. We have a total of 6,115 Naval Reserve dee on 
active duty drawing flight pay and 5,420 (weekend warriors) i 
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ative duty Naval Reserve pilots drawing flight pay based on 48 

drill periods per year as of December 31, 1958. 

Mr. Jonas. You do not have a breakdown between Regular and 
a 


Reserve ? 


Admiral Dixon. That is right. 
Mr. Jonas. But you have an item in the total budget for the 


e program. 


All of this item is for the Regular service ? 


Mr. Tuomas. Thank you gentlemen very much. 


Admiral Dixon. May I say one thing? 


| 
| Reserv 
| 


You may supply the answer for the record. 


As we stated in the first 


part of our presentation here, these costs that we are presenting are 


not the whole costs that we have suffered. 


| minim 


Program 
Direc 


"2 Oh 


um figures. 


WEDNESDAY, FEBRUARY 


Snipes AND Factnitrres, Navy 


WITNESSES 


Program and financing 


by activities 

4 obligations: 

Maintenance and operation of the active fleet- 

Acti.e fleet alterations and improvements 

Technical support programs . 

Maintenance and preservation of reserve fleet 

Maintenance and operation of Naval Reserve 
training vessels 


Other accounts 


: | 


| 


6. Fuel for ships 
7. Procurement of maintenance material 
8. Fleet support facilities 
9. Departmental! administration 
Supplemental required for pay increase 
Total direct obligations ita ‘ 
Reimbursable obligations: Total reimbursable obliga- 
| tions ii 
Total obligations 
Financing 
Unobligated balance brought forward (69 Stat. 438). _| 
| Unobligated balance (anticipated reimbursements to | 
be earned from military assistance fund reservations) | 
transferred to or from (—) other accounts 
Advances and reimbursements from 
Deliveries of materiel common to U.S. require 
ments ordered by military assistance in current 
| year. 


Non-Federal sources (10 U.S.C. 
31 U.S.C, 489a) 


2481, 2665, 7367; | 


Anticipated reimbursements for future year deliveries 
of materiel common to U.S. requirements ordered | 
by military assistance in current year 

Unobligated balance carried forward (69 Stat. 438) -- 

Unobligated balance no longer available - - - . S 


N 


ew obligational authority 


1959, 
presently 
available 


$328, 562, 000 
75, 978, 000 
64, 877, 000 


18, 526, 000 
10, 681, 000 
107, 370, 000 
70, 620, 000 
93, 743, 000 
17, 454, 000 
—7, 403, 000 
780, 408, 000 
32, 756, 000 


813, 164, 000 


—5, 506, 000 
— 19, 856, 000 


—4, 400, 000 


6, 392, 000 
16, 092, 438 


780, 408, 000 


$337, 520, 000 


Or 


ao. 


1959, 1¢ 
revised 


estimate | 


| 
| 


76, 213, 000 
64, 877, 000 
18, 526, 000 
10, 681, 000 
107, 370. 000 
73, 085, 000 
94, 682, 000 
17, 454, 000 | 
800, 408, 000 | 


2, 756, 000 


833, 164, 000 
7, 313, 253 


618, 815 


5. 406, 000 
19, 856, 000 | 


—4, 400, 000 
6, 392, 000 | 
10, 092, 438 | 

Shaka eds 

800, 408, 000 | 


We think they are very 


1959. 


REAR ADM. W. J. MARSHALL, FOR DEPUTY CNO (LOGISTICS) 
REAR ADM. A. G. MUMMA, CHIEF, BUREAU OF SHIPS 
CAPT. E. H. BATCHELLER, USN, COMPTROLLER, BUREAU OF SHIPS 


59, increase 
(+-) or de- 
crease (—) 


+-$8, 958, 000 
+ 235, 000 


+2, 465, 000 
+939, 000 


+7. 403, 000 


+-20, 000, 000 


+20, 000, 000 





+20, 000, 000 
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Object classification 


i 














1959, presently | 1959 revised | Increase (+) 
available estimate or 
decrease (~) 
DEPARTMENT OF THE NAVY | 
Total number of permanent positions_................._.- 9, 173 9,272 1... .0dee 
Full-time equivalent of all other positions..............__. l t flee 
Average number of all employees. ...........-......--_.-.- 8, 961 8, 961 ! aad 
Number of employees at end of year_...-....-...-...--...- | 9, 046 9, O88 ft .. seems 
— ——— = ' = 
Personal service obligations: | 
ee camenbotenisoewawire | $40, 301, 000 | $40, 301,000 |-.--... 
Positions other than permanent-..............--.-.-.- | 10, 000 10, 000 oe 
Other personal services __......._- Sp icxipknneicoietona eel 2, 158, 000 | 2, 158, 000 }- utile 
—_—— j}—— ——} — 
Total personal service obligations. .................- 42, 469, 000 13, 8, GO |... cca 
— = ==> | = | == 
Direct obligations: | 
ie cs bin cntubdencmedskbrnischicees |_. 42, 469, 000 42, 469, 000 | x 
02 Travel....__.... et 5, 642, 000 5, 642, 000 |... -. 2 
03 Transportation of things...................._..-_- 4, 335, 000 4, 335, 000 | 
04 Communication services_........................-] 2, 200, 000 2, 200, 000 | 
05 Rents and utility services.................._- 8, 300, 000 2a O00 be wconstanl 
06 Printing and reproduction._.............-....._-- 1, 216, 000 | 1, 216, 000 |_. nominee 
07 Other contractual services -______-. sina Gedeniceeceltnal 419, 526, 100 423, 695,100 | +$4, 169, 000 
Services performed by other agencies___- 18, 525, 000 18, 636,000 1. =... 
Labor contracts with foreign governments !. 8, 760, 900 | 6, 700, 000 f.......2 
OS Supplies and materials...............-.-.......-.. 223, 970, 000 | 229, 933, 000 +-5, 963, 000 
i ea a eae 44, 147, 000 | 46,612,000 | +2, 465, 000 
10 Lands and structures_......................._._.. | 350, 000 | 300, 000°}... As 
11 Grants, subsidies, and contributions__._.....____-| 1, 800, 000 1, 800, 000 | fs 
13 Refunds, awards, and indemnities_.__..__.______ 90,000 | 90, 000 idebbabal 
15 Taxes and assessments ____- 5 dink ts 280, 000 280, 000 , oes 
Supplemental required for pay increase..........____- —7, 403, 000 | ; | +-7, 403, 000 
Total divest eblieations..........ssicbbsiee eee | 774, 208, 000 794, 208,000 | +20, 000, 000 
Reimbursable obligations: a 
I cue ii toabigle 
07 Other contractual services__.....___.___- | 12, 536, 000 12, 536,000 |-............. 
08 Supplies and materials...................... = 1, 720, 000 | B, Ta OOO hennccccnsee 
Cee ee ee ene ic tsadbaken | 18, 500, 000 | 38, 600,000 |......~<asiekie 
Total reimbursable obligations...._........_..__- 32, 756, 000 | 32, 756, 000 aay 
Total, Department of the Navy___.__- pa 28 806, 964, 000 826, 964,000 | +20, 000, 000 
ALLOCATION ACCOUNTS | 
07 Other contractual services. _.....................- 6, 200, 000 Cte Tae 
Total obligations. ..............................| 813, 164, 000 833, 164,000 | +20, 000, 000 





1 Average number of persons: 1959, 8,968. 


Mr. Tuomas. We are delighted to have Admiral Marshall and 
Admiral Mumma with us. We will be delighted to have a statement 
from both of you, or either one, as you like. 


GENERAL STATEMENT 


Admiral Mumma. I have a short statement that I would like to 
read for the record. 

Mr. Chairman and members of the committee, I am very glad to 
appear before you today to discuss the fiscal year 1959 supplemental ap- 
propriation request for “Ships and Facilities, Navy.” We are request- 
ing an additional $20 million. The greater part of this request, $12,- 
597,000, is required as a direct result of Navy participation in the 
Middle East and Far East crises, while $7,403,000 is needed for the 
salary increase granted to classified civilian employees by the Congress 
in June 1958. 
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As you gentlemen are aware, the Navy has played a major role 
in supporting U.S. policy during the crises that flared up last year in 
the Middle East and in the Formosa Straits. In each instance, the 
6th and 7th Fleets in the troubled areas were augmented by available 
fleet units, many ships under repair were rushed to completion, and 
ship inactivations were canceled or deferred. The greatly increased 
operating tempo of a larger number of ships than had been planned, 
combined with emergent requirements associated with U.S. action in 
Lebanon and in the Taiwan area, have given rise to costs substantially 
in excess of those provided for in the fiscal year 1959 budget. In 
particular, heavy requirements were generated to bring supplies and 
equipage up to a reliable level for these crises, for emergency re- 
yairs, and for overtime last summer to speed the completion of ships 

ing repaired. Sustained high-speed steaming incident to interna- 
tional crises and a curtailment of inport time have built up a greater 
than normal backlog of deferred maintenance for ships now under- 
going repair or scheduled for overhaul. To partially offset these costs 
the $12,597,000 is being requested. 

No funds were seovided in the fiscal year 1959 budget for the aver- 
age 10 percent pay increase for classified civilian employees enacted 
into Jaw in June 1958. We are requesting an additional $7,403,000 to 
meet this requirement. 

The $20 million we ask cannot be reasonably provided by repro- 
graming. Reprograming has already been extensive in this appro- 

riation. It has been necessary in order to offset increases in wages 
for wage board employees and in material prices that have occurred 
since the 1959 budget was submitted. These unbudgeted costs, for 
which additional funds are not being requested, have been compen- 
sated for by cutting back programs and by a price reduction in fuel. 
All programs other than those directly supporting active fleet opera- 
tions and maintenance have been reduced to bone-bare austerity. 
Therefore, we reluctantly come forward with this request for a sup- 
plemental appropriation. 

Unless the relief offered by this supplemental appropriation request 
is forthcoming, we will have to make cuts in the vital programs 
directly supporting the active fleet. This will result in a generally 
reduced level of maintenance and in the deferral of overhauls urgently 
required by active fleet ships. Your approval of this request will 
offset the increased costs resulting from the Lebanon and Taiwan 
crises, the classified civilian pay raise, and will prevent further cut- 
backs in the essential programs supported by this appropriation. 

Mr. Tuomas. That was a fine statement. If you are laboring 
under any delusions, we did not tell you to come in here and ask this 
committee for money. If you are embarrassed about it, we can call 
it off now. 

Admiral Mumma. I am not quite that reluctant. 

Mr. Tuomas. For your maintenance operation of the active fleet you 
are asking for $8,958,000; for the active fleet alteration and improve- 
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ment, $235,000. You must have hit some stumps out there in the 
Mediterranean. 

I see that you have for procurement of maintenance m: terial 
$2,455, 000. Fleet support facilities, $939,000. Then your pay increase 
is $7,403,000. Now, under direct obligations you show other con. 
tractual services, $4,169,000; supplies and materials, $5,963,000; and 
equipment $2,465,000. 

Wee annot change the Pay Act. It remains the same. 

Admiral Mumma. That is right. That is accounted for by the fact 
that the industrial fund pay increase was absorbed for the blue collar 
workers. 

Mr. Tuomas. How do you break that down between your civil 
service and your industrial people ? 2 

Admiral Mum™a. This includes both types that are paid under this 


appropriation. “Shipbuilding and conversion, Navy,” pays for. the 
remainder by repricing. 


MAINTENANCE AND OPERATION OF THE AcTIVE FLEET 


Mr. Tuomas. Let us take a look at maintenance and operation of the 
active fleet where you are asking for $8,958,000. You say in 


your 
justifications: 


The expensive operations of the active fleet during the recent period of inter- 
national tension in the Middle and Far East have caused and revealed a number 
of significant material deficiencies in active fleet readiness. The urgent necessity 
to make all operating forces immediately ready for sea when the crisis broke, 
and the intensive operations in the Lebanon and Taiwan areas, created a heavier 
than planned usage of supplies and equipage funds. The heavy burden placed on 
this program continues. 


DELAY IN INACTIVATION OF SHIPS 


You did not have to break any ships out of the reserve, did you! 

Admiral Mumma. No, sir; but we did fal to inactivate ships that 
had been planned for inactivation in order to continue them active 
during the crisis. 

Mr. THomas. It was cheaper to keep a ship already going than to 
break a new one out? 

Admiral Mumma. Yes. That amounted to 15 ships that were ac- 
tually delayed various periods of time. 

Mr. Tromas. And you are charging them to this? 

Admiral Mum™a. Yes. 

Mr. Tuomas. Did you not plan to take them out in your regular 
1959 bill? 

Admiral Mcum™a. We had planned to inactivate them in 1959 and 
not operate them; therefore, the overhaul of those ships and the addi- 
tional cost of operating them is properly chargeable. 

Mr. THomas. In 1959 how many ships did you plan to deactivate? 

Admiral Mumma. Fifteen, which we delayed or canceled due to the 
crisis. 

Mr. Tuomas. Did you not intend to break out some new ones and 
overhaul them, and would not one offset the other / 

Admiral Mumma. No. This is over and above the breakout. 

Mr. Tuomas. What is that figure for deactivation on a fiscal year 
basis? 
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Admiral Mumma. We had better supply it for the record. It was 
on the order of 40 ships. 
Mr. Tuomas. That many? 


Admiral Mumma. Yes. 
Mr. Tuomas. What is the approximate cost figure? I was under 


the impression that your breakout and your deactivations just about 


ofiset each other. 
Admiral Bearpstey. This year we are intending to bring down the 


operating force by some cuban of ships, but they held them up ata 
higher level. 

Mr. Tuomas. Give us the figure. 

(The information is as follows :) 

In the 1959 budget as submitted, 71 inactivations at a cost of $18 million were 
planned ; 17 activations (service craft for Spanish bases) at a cost of $270,000 
were planned. 

Admiral Mumma. The total amounts to about 6.4 ship-years of 
operation, sir, for those 15 ships. 


ANALYSIS OF ESTIMATE 


Mr. Thomas. Break down this $8,958,000 for us. 

Admiral Mumma. That amounts to three major subdivisions; 
$1,303,000 for scheduled repairs. 

Mr. Tuomas. You would dothat anyway. 

Admiral Mumma. No, sir; these are on ships already planned for 
inactivation. The nonscheduled repairs are caused by extensive re- 
pairs as a result of the heavy operations during the crisis and extra 
overtime 

Mr. Tuomas. Overtime use is how much ? 

\dmiral MumMa. $1,692,000, and then supplies and equipage which 
isthe major item talked to in the justifications, $5,900,000. 

Mr. Tuomas. Is that fuel ¢ 

Admiral Mumaa. That is for us of materials to fill up the ships 
going to Taiwan and to the Lebanon crisis. 

Mr. Tuomas. Do you mean ballast ? 

Admiral Mumma. No, sir; materials such as maintenance materials 
of all types, supplies, and equipage used in the day-to-day operations 
of active fleet ships, fleet service craft, and commands afloat. 

Mr. Triomas. For the ship’s use itself / 

Admiral Mumma. Yes. 


SUPPLIES AND EQUIPAGE 


Mr. Tuomas. How do you arrive at that figure of $5,900,000? 

Admiral Mumma. That was a direct drawdown on the supply activi- 
ties supporting the fleet that can be directly chargeable to the over 
and above normal rate of drawdown. 

Mr. THomas. Be specific. You are not charging up any pay. You 
are not charging up any subsistence. This is nothing but material 
for your ships. 

Admiral Moma. That is right, sir, and this total figure amounts 
to repair parts, lubricating oils, consumables of all types that have 


to do with the ship. 
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Mr. Tuomas. Everything except fuel ? 
Admiral Mumma. That is right. 

Mr. Tuomas. Would you settle for $2,500,000 ? 
Admiral Mumma. No, sir. 


FUEL 


Mr. Tuomas. What about the fuel item? You have only accounted 
for $10 million, and that is it. 

Admiral Mumma. In addition to the amount of money that we are 
talking about here, between the congressional approval of appropria- 
tions and our apportionment, we put $15,900,000 more into this one 
budget activity, activity No. 1, which is repairs to the active fleet. In 
addition, on the second reprograming, $7 million. On the third re- 
programing, another $13 million. 

Mr. Tuomas. You are going to get the whole laid-up fleet in here? 

Admiral Mumma. These we have absorbed. 

Mr. Toomas. How much have you actually absorbed ? 

Admiral Mumma. All that I have just mentioned to you. What 
we need is another $16 million in activity 1 which can be broken down 
into two chunks, this $8,958,000, and the $7,403,000 for pay. That 
accounts for $16 million that goes to the active fleet, additional over 
what we have already reprogramed into the active fleet, so we have 
absorbed more than the amount that we have asked for already. 

Mr. Tuomas. Are these blue-collar people ? 

Admiral Mumma. These are all blue-collared and white-collared 
civil service. 

Mr. Tuomas. In other words, it is pay properly charged against the 
Bureau and not the Bureau of Personnel? 

Admiral Mumma. That is correct; no military pay. 

Mr. Tuomas. Blue-collared and civil service? 

Admiral Mumma. Yes. 

Mr. Tromas. What about your fuel bill in here? You do not break 
out any fuel costs in here. I do not see them. 

Admiral Mumma. That is in the reprograming. 

Mr. Tromas. What is that costing you? 

Admiral Mumma. $7.800.000. above pl: in. 

Mr. Tuomas. Have you absorbed that ? 

Admiral Mumma. Yes. 

Mr. THomas. Where did you get it at the reduced cost? 
something about that. 

Admiral Mumma. That reduced cost would have brought us down 
below that figure if it had not been for the fact we used more fuel. 


You say 


SPARE PARTS 


Mr. Tomas. I never did understand this $5,900,000 for these spare 
parts. What are some of these spare parts? 

Admiral Mumma. I can give youa rather comprehensive list of what 
is involved. 

Among the more important items of supplies and equipage are those 
repair parts required to keep shipboard machinery and equipment in 
operating condition, such as bearings and gaskets for pumps; valves, 
rings and fittings; piping; electrical cable; and minesweeping gear. 
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One of the most important categories of equipment aboard ships is 
electronics. Electronics repair parts range from small condensers and 
resistors, to large vacuum tubes, some of which last only 200 operating 
hours but cost as much as $9,000 each. Included also in this program 
are lubricating oils and greases for machinery ; life jackets; and hand 
tools. : 
During a period of unusually intensive operations, such as we have 
experienced this year, the demands upon our ships and their equip- 
ment are naturally heavier than normal. This means that more re- 
pair parts are required to keep engines, motors, generators, radars, 
and fire-control equipment in operation, and that such things as 
lubricating oils and greases are consumed at a greater rate. 

The Pacific Fleet alone wanted more than $3 million of that, sir, 
in order to deploy the ships to the Taiwan crisis. : 

Mr. Tuomas. What did you give Admiral Holloway in the Atlantic? 

Admiral Mumma. He got about $4 million. 

Mr. Tuomas. And the other went to the Pacific ? 

Admiral Mumma. Yes. 

Mr. Tuomas. Isthis work done aboard ship, or do you put into port ? 

Admiral Mumma. It is special material that is carried in the ships 
as a general thing, consumables, plus additional levels to bring up the 
spare parts so that they can be self-maintaining for a long time in a 
crisis. 

Mr. Tuomas. It is really consumable supplies for the ship and what 
work is done is done by the ship crews ? 

Admiral Mumma. Some is done by them. 

Mr. Tuomas. It does not require any drydocking, or anything like 
that ? 

Admiral Mumma. No, sir. That has been asked for separately. 


Pay INCREASE 


Mr. Tuomas. What about the $7,400,000, your increase in pay. How 
do you arrive at that figure? 

Admiral Mumma. That is the exact figure for the number of people 
that are paid out of this appropriation. 

Mr. Toomas. Youdid not loath any of that? 

Admiral Mumma. No, sir; we did not absorb any of that because of 
the absorptions that I have mentioned. 

Admiral Ensry. They absorbed $16 million in addition to and above 
that $7,400,000. 

Admiral Mumma. That is in another area. 

Mr. Tuomas. That isin his maintenance? 

Admiral Mumma. No, sir; that is in the personnel area, but it is 
under another appropriation. 

Admiral Ensry. That is the white- and blue-collar total. They had 
an increase of $23 million total, and we are putting in for $7,400,000 
of that. 

Mr. Tuomas. The total cost was $23 million ? 

Admiral Ensry. Yes. 

Mr. Tuomas. I understood the admiral to say—— 

Admiral Mumma. I think I have misled you. 

Mr. Tuomas. Your total cost was $23 million, and you absorbed 
$14 or $15 million of it. 
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STATUS OF OBLIGATIONS 


Mr. Jonas. How much of the $328 million is obligated to date? 

Admiral Mumma. As of January 31, which is the latest complete 
figure that we can give you, 59.3 percent of our total funds are objj- 
gt eated—the total funds in this appropriation. 

Mr. Jonas. That is the $328 million ? 

Admiral Mumma. Actually the $328 million is which figure? 

Mr. Jonas. Presently available, $328 million. 

Admiral Mumma. Approximately 60.7 percent of that is obligated 
in about 58 percent of the time. In other words, we are more than 
ahead of ourselves in obligations. 

Mr. Jonas. But you still have about 39 percent of that unobligated? 

Admiral Mumma. Yes. 

Mr. Jonas. Tocarry you through the remainder of the year? 

Admiral Mumma. That is right, sir. 

Mr. Jonas. If this supplemental request is not granted you will 
have to slow down some of your activities ? 

Admiral Mumma. It would be very severe, sir. Some activities 
would actually have to come to a grinding halt toward the end of the 
last quarter if we do not get this supplemental appropriation. If 
would mean a net drop of about 10 percent in the number of overhauls 
of ships that we could do that are scheduled for overhaul. Of course, 


if those ships were not overhauled it would then mean a reduction in 
force in those activities to that degree. 


VACANCIES 


Mr. Jonas. Do you have any vacancies in civilian personnel un- 
filled ? 

Admiral Mumma. Yes. 

Mr. Jonas. How many? 

Admiral Mumma. We have been continuously reducing our force. 
Asa matter of fact, 4 years ago the Bureau of Ships had approximately 
115,000 civilian employees in the naval shipyards. We now have 
well under 100,000. At that time we had some 4,200 in the Burean 
and we now have 3,300, so we have definitely been scaling down and 
saving funds where we can. 


OVERALL COSTS OF TAIWAN AND MIDDLE EAST INCIDENTS 


Mr. Jensen. Can you give the committee an estimate on what the 
Lebanon task force cost over and above the normal operation of the 
Navy? Doyou have an estimate on that? 

Mr. THomas. May I ask the budget officer, the comptroller, that 
instead of trying to break it down into various bureaus like ships, 
give us a big consolidated figure. If you can break it down into 
bureaus, good, but give us a good overall best look at it. 

Admiral Ensry. $47,977,000 was the Middle East and Taiwan 
figure for all bureaus. 

Mr. Jonas. What we want is the excess cost. 

Admiral Ensry. That is all excess. 

Mr. Jonas. You areeliminating regular pay ? 

Admiral Ensty. Eliminating regular pay and everything else. 
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Mr. THomas. Repeat the figure. 
Admiral Ensry. $47,977,000. 

Mr. Jonas. Those are the costs that would not have been incurred 
had we not had the crisis 4 ae Tae eae 
obli. Admiral Ensry. That is what is in the budget document for Taiwan 
| and Lebanon, which would not have been incurred without Taiwan 

and Lebanon. We actually stood about a $100 million cost and ab- 
| sorbed the remainder above this $47,977,000. 
| Mr. Tromas. That is the figure that he wanted. He wants the $100 


rated million figure. He did not ask you how much you absorbed. You 
than absorbed pract ically half of it? ae 

Admiral Ensrey. Yes: about half of it. 
ted? Admiral Mumma. I ean furnish a figure for the record at this 


point. The planned inactivations were 71 in last year’s budget. 
Mr. Tuomas. Atacost of what ? 
Admiral Mum™a. Seventy-one inactivations at a cost of about $18 
| million and 15 have been deferred because of Taiwan and Lebanon. 


WepNeEspAY, Fepruary 25, 1959. 


‘auls OrpNANCE AND Facinirtes. Navy 
1rse, 
m in WITNESS 


| REAR ADM. P. D. STROOP, USN, CHIEF, BUREAU OF ORDNANCE 
Program and financing 

un- Septet omnia - — 

1959, 1959, 1959, increase 

presently revised (+) or de 


available estimate crease ( 


re y activities 
rece Program by tiviti 
Ce. Pirect obligations 
tely 1. Maintenance of ordnance and ammunition $95, 193, 000 $96. 493. 000 L¢1. 300. 000 


2. Mainten ince and operation of facilities 30, 994, 000 39, 994, 000 
3. Improvements and alterations to facilities 7 026. 000 7 026 000 
4. Departments! administration 10, 583, 000 10, 583, 000 
Supplemental required for pay increases —2, 946, 000 +-2 946, 000 


Lave 
"eal 
and 


Potal direct obligations 149. 850, 000 154, 096, 000 4 246, 000 
Reimbursable obligations: 
1. Maintenance of ordnance and ammunition 11, 314, 000 11, 314, 000 
2. Moeintenance and operation of facilities | 2. 700, 000 2 700, 000 | 
3. Improvements and alterations to facilities 


the Total reimbursable obligations 14, 014, 000 14, 014, 000 
the Total obligations | 163, 864, 000 168, 110, 000 4. 246, 000 
Financing: Unobligated balance brought forward (69 Stat 
438) | 314, 048 314, 048 
hat Advances and reimbursements from 
. Deliveries of materiel common to U.S. requirements 
Ips, ordered by military assistance in current year. — 230, 000 — 230, 000 | 
Other accounts — 13, 100. 000 —13, 100, 000 
nto | Non-Federal sources 100, 000 100, 000 


Anticipated reimbursements for future deliveries of ma 
tei iel common to U.S. requirements ordered by military 


yan 


assistance in current vear —2, 145. 000 —2, 145, 000 
Unobligated balanee carried forward (69 Stat. 438 . 1,875 048 1, 875, 048 
New obligational authority 149, 850, 000 154, 096, 000 4. 246, 000 
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Object classification 


1959, 





1959, | 1959, increase 

| presently | revised | (+) or de- 

| available | estimate | crease (—) 

| Ce 

Total number of permanent positions___.............-.-....-- 15, 605 | 15, 605 | ES 
Full-time equivalent of all other positions___....-.......___-_| 54 | 54 | he 
Average number of all employees--............-_-..--.._.__- 13, 917 | 13, 917 | 
Number of employees at end of year_._...._....------..-__- 13, 400 | 13, 400 





Personal service oblications: 


Permanent positions____- $69, 570, 000 $69, 570, 000 


Positions other than nermanent__..__._.___- Pa eee 208, 000 208, 000 bs . 
eo | ee eee 1, 577, 000 2, 277, 000 +$700, 000 
Total personal service obligations_..............___- bis 71,355,000 | 72, 055, 000 700, 000 
Direct obligations: 
I - 67, 552, 000 68, 252, 000 +-700, 000 
i Pe SI Se hie te Se TS 987, 000 | 987, 000 E 
03 Transportation of things... _- anil ee 11, 640, 000 | 12, 240, 000 +600, 000 
04 Communication services_._..____- its 428, 584 428, 584 
05 Rents and utility services____..._- ‘. 176, 873 176, 873 
06 Printing and reproduction 2, 284, 170 2, 284, 170 
07 Other contractual services Seis ; 12, 709, 159 | 12, 709, 159 
08 Supplies and materials_____ > 48, 101, 304 18, 101, 394 + 
09 Equipment . ss iolediatnasaets Uitsellbtadiasaa aie 4, 098, 000 4, 098, 000 
10 Lands and structures. - " os 100, 000 100, 000 
11 Grants, subsidies, and contributions___-_- 4, 302, 426 4, 302, 426 
13 Refunds, awards, and indemnities.________. 330, 009 330, 000 
15 Taxes and assessments __- ee et de 86, 394 86, 394 
Supplemental required for pay increase_.......__.__- : — 2, 946, 000 +2, 946, 000 
Pe a i a a ois is nce 149, 850, 000 154, 094, 00/0 4, 246, 000 
Reimbursable obligations: 
01 Persona! services OE ee eS ee a 3, 803, 000 3, 803, 000 
07 Other contractual services___.............____. 767, 224 767, 224 
08 Supplies and materials___- ee ae ie 2 9, 175, 580 9, 175, 580 
_ OS ara i a | 24, 235 | 24, 235 4 
11 Grants, subsidies, and contributions._.________ tes 242, 250 | 242, 250 | 
ee ee eee 1,711 | Ap WES lonnnconcucceeete 
Total reimbursable obligations__...............____ 14, 014, 000 14, 014, 000 | 
I ke OO Bd - | 163, 864,000 | 168,110 000 4, 246, 000 





Mr. Tomas. We will now take up the Bureau of Ordnance, and 
we will hear from Admiral Stroop. 


GENERAL STATEMENT 


Admiral Srroorp. Gentlemen, it is a privilege to appear before 
you today to present our request for fiscal year 1959 supplemental 
funds under the appropriation, “Ordnance and facilities, Navy.” 
This appropriation funds the maintenance of the Navy’s stocks of 
ordnance and ammunition and the maintenance of the Naval Ord- 
nance Establishment. The budget program for fiscal year 1959, 
which was presented to the House Appropriations Committee on 
February 24, 1958, amounted to $149,850,000. Since that time, events 
have occurred which have increased the requirements of this appro- 
priation by an additional $4,246,000. 

There are two factors which are responsible for this increase. The 
first is the enactment of a classified pay raise under Public Law 
85-462. An additional $2,946,000 is required to cover the increased 
costs directly attributable thereto. Of this, $2,200,000 is required 
to cover the costs at field stations. The remaining $784,000 is needed 
for departmental personnel. 
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The second of these factors is a direct result of the Lebanon-Tai- 
wan crises. ‘These crises required “topping off” a large number of 
our ships to bring them up to a wartime readiness position. Many 
ships were on training exercises and had to return to port for com- 

lete ammunition fills. Plaster loaded heads, used in training, were 
replaced with war-time heads. 

‘he Navy has stressed the need for being able to meet such crises 
on short notice. In both cases we have proven our ability to be ready 
for “brush fire” emergencies on short notice. However, in order to 
meet ships schedules, a considerable amount of unanticipated overtime 
was authorized. Shipments of ammunition over and above the usual 
flow were made from inland ammunition depots to tidewater depots. 
We have met these requirements, but the added costs have placed a 
severe strain on our programs. I am asking, therefore, that supple- 
mental funds be appropriated to cover these increased costs. We 
have come to you for these additional funds only after we have re- 
viewed all our programs to make certain that we could not absorb 
these costs without seriously impairing our ability to provide essen- 
tial services to the fleet. 

Admiral Srroor. We have two small items here and they total $4,- 
246,000. Of that $4,246,000, $2,946,000 is to provide for the increased 
pay for the per annum employees. This pay raise was authorized 
under Publie Law 85-462. 

Then we have another item of $1,300,000 broken down into two 
parts, $700,000 for overtime. 

Mr. Tuomas. And unloading. 

Admiral Srroor. Loading and unloading, and $600,000 for in- 
creased shipping costs. 

Mr. THomas. How do you arrive at your $600,000 increased ship- 
ping costs? Is this loading and unloading of ammunition? 

Admiral Stroop. This is extra transportation cost incident to the 
Taiwan and the Lebanon crises. 

Mr. THomas. You had to do a little work around the clock? 

Admiral Stroop. Yes. We had to move ammunition. 

Mr. Tuomas. Were you working on both coasts at the same time? 

Admiral Stroop. Yes. 

Mr. Tuomas. Could you cut this figure of $1,300,000 for mainte- 
nance of ordnance and ammunition in half without hurting you any? 

Admiral Srroop. Not at all, sir. It would hurt very badly if you 
cut that. I have had a study made of what would happen if we did 
not get the money. 

Mr. THomas. Do you mean that it would sink the fleet? 

Admiral Srroor. It would be very, very serious. 

Mr. Tuomas. You mean that it would be hard on the Bureau of 
Ordnance if we cut that $1,300,000 in half? 

Admiral Stroop. It would be terrible. 

Mr. Tuomas. My goodness. 
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Wepnespay, Fesruary 25, 1959. 


Civu. 


WITNESS 


ENGINEERING, NAVY 


CAPT. F. E. SWANSON, CEC, USN, EXECUTIVE ASSISTANT TO ASsiIsr. 
ANT CHIEF FOR ADMINISTRATION, AND COMPTROLLER 


Program and financing 


Program by activities 
Direct obligations 


1, Engineering services 

2. Maintenance and operation of shore establishments 
3. Special procurement e 

4. Construction battalion support 

5 


Departmental administration 
Supplemental required for pay increases 


Total direct obligations 


Reimbursable obligations: 
1, Fngineering services 
2. Maintenance and operation of shore establishments 
3. Special procurement 


Total reimbursable obligations 


Total obligations _- 


Financing 


Unobligated balance brought forward (69 Stat 


LS 


Unobligated balance (anticipated reimbursements to be | 


earned from military assistance fund 
transferred to or from other accounts 
Advances and reimbursements fron 
Deliveries of materials common to U.S. requirements 
ordered by military assistance in current year 
Other accounts : Sa 
Non-Federal services (10 U.S.C 
Anticipated reimbursements for future year deliveries of 
material common to U.S. requirements ordered 
military assistance in current year 
Unobligated balance carried forward (69 Stat 


reservations 


2481 


438) 
New obligational authority 


by 


1959, 
presently 
available 


1Q590 
revised 
estimate 


1959 increase 
(+-), Or de. 
crease (—) 





$20, 408, 000 $20, 408, 000 
86, 302, 000 86, 437, 000 +$135. 000 
7, 764, 000 7, 764, 000 rs 
&, 166, 000 &, 411, 000 +245, O06 
6, 266, 000 6, 266, 000 
3, 352, 000 +3, 352, 000 
125, 554, 000 129. 286. 000 4-3, 732, 000 
300, 000 300, 000 
18, 316, 000 18. 316. 000 
27, 878, 246 27, S78, 246 
46, 494, 246 46, 494, 246 
172, 048, 246 175, 780, 246 3, 732,00 
1, 757, 967 1, 757, O47 
|} —1, 420, 279 1, 420, 279 
| 
| 
| — 23, 000 23, 000 
- 41, 616, 000 —4$1, 616, 000 
1, 200, 000 —1, 200, 000 
- , 000 2, 232, 000 
| , 000 1, , 000 
: 125, 554, 000 129, 286, 000 +-3, 732, 000 





Total 
Avera 
Nui: 


Pers D 
P 
0 


Direc 


Sup 


Rell 





SSIST. 


increase 
» OT de. 
ise (—) 


$135, 000 
+245, O04 
, 352, 009 
, 732, 000 


, 732, 000 
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Object classification 














Li ate ~antnnidea —————————— sebesettde 
1959, 1959, | 1959, increase 
presently revised | (+) or de- 
available estimate | crease (—) 
ee Sedeteakancp tied ; emake i — iota susdteenrn sine iehalieetiniociaciaedidipiarin 
Total number of permanent positions * oul $17, 105 J 
Average number of all employees ‘ a : 15, 533 i 
Number of employees at end of year---_- " --| 5, 538 ’ ‘ 
Personal service obligations: | 
Permanent positions : 72, 803,000 | 72,803,000 |.............. 
Other personal service obligations____.._._- ‘ 2, 436, 000 I ie 
Total personal service obligations ita 75, 239, 000 FO SRE Nesscedevcdced 
Direct obligations: 
01 Personal services ¥ . oe eee Ss ne | 70, 652, 000 70, 652, 000 ae ee 
02 Travel . PS Eos jets 4, 319, 000 4,319, 000 | s . 
03 Transportation of things sate ; Fe. 3, 193, 000 3, Dies n> eee 
04 Communication services_.............--. ice dndueetide 525, 000 525, 000 
05 Rents and utility services. __ aeaine ied 4, 602, 000 4, 602, 000 | 
06 Printing and reproduction idocbotd ead athe 589, 000 ee pe ti) ee 
07 Other contractual services whintablacih at ai <i keaeiad 20, 439, 000 20, 439, 000 | ki 
08 Supplies and materials_.__..--- oan 12, 264, 000 12, 444, 000 +$180, 000 
09 Equipment , 7 936, 000 8, 136, COO +200, 000 
tl Grants, subsidies, and contributions ze 4, 323, O0C 4, 323, 000 | 
15 Taxes and assessments f4. 000 64, 000 
Supplemental required for pay increases - — } —3, 352, 000 + 3, 352, 000 
Total direct obligations ore. 125, 554, 000 129, 286, 000 | +3, 732, 000 
Reimbursable obligations: } 
Ql Personal services ‘ . 4, 587, N00 4, 587, 000 | 
05 Rents and utility services 2. 968, 000 2, 968, 000 | 
07 Other contractual services kn 4. 190, 000 TOR GP bi vosc.s cass 
08 Supplies and materials send 7 ‘ oa 6, 851, 000 6, 851, 060 |..-.---- owe 
09 Equipment . e Ps 27, 898, 246 27, 898, 246 cae 
Total reimbursable obligations be abies 16, 494, 246 46, 494, 246 | is 
} } = 
Total obligations Saieiraaie --| 72, 048, 246 175, 780, 245 +3, 732, 000 


Mr. Tuomas. We will now take up civil engineering for which 
$3,732,000 is requested. 
The justification of the estimate will be inserted in the record at 
this point. 
(The justification follows :) 
CIvIL ENGINEERING, NAVY 
Budget activity No. 2. Maintenance and operation of shore establishments 


Presently available__. 
Revised estimate____--- 


$86, 302, 000 
86, 437, 000 


Increase (+) or decrease (—) eel +135, 000 


JUSTIFICATION FOR SUPPLEMENTAL ESTIMATES 


An amount of $135,000 is requested for unbudgeted and unprogramed funds 
which were provided to the operating forces to cover immediate equipment defi- 
ciencies to meet requirements necessitated by the Middle East crisis. Unpro- 
gramed funds were also used to procure necessary expendable material and field 
gear required by these forces. The above programs were funded from moneys 
required for maintenance and Operation in the fourth quarter of fiscal year 1959. 
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Budget activity No. 4. Construction battalion support 


Presently available 


cc AAT S SAAS aR $8, 166, 000 
Revised estimate 


----------------------------------------------- 8, 411, 000 


Increase (-+-) or decrease (—)------------ Sarcoma +245, 000 


JUSTIFICATION FOR SUPPLEMENTAL ESTIMATES 


An amount of $45,000 is requested for unbudgeted and unprogramed funds 
which were provided to amphibious construction battalions for materials re 
quired for modification of equipment resulting from the Middle East crisis. 
These materials were procured with funds required for maintenance and opera- 
tion of Seabees in the fourth quarter of fiscal year 1950. 

An additional amount of $200,000 is required for procurement of a hangar 
facility for aircraft maintenance at McMurdo Sound, Antarctica. This hangar 
facility is required to prevent personnel from working in the open and being 
constantly exposed to winds of 60 to 70 miles per hour and causing the freezing 
of hands. This is a constant danger to personnel and also reduces efficiency, 
In addition, air-rescue work would be speeded up due to the ability to preheat 
and shelter aircraft and thereby permit quick preflight operations. 


JUSTIFICATION FOR SUPPLEMENTAL ESTIMATES 


Civilian pay increase.—An additional amount of $3,352,000 is requested to 
support the increased pay costs of classified personnel resulting from the enact- 
ment of Public Law 85-462 subsequent to the transmission of the fiscal year 
1959 budget estimates to the Congress. The fiscal year 1959 appropriation 
provides only minimum support of existing facilities at a reduced rate from 
that provided in the fiscal year 1958. Thus, the increased pay costs cannot be 
absorbed. Further, reductions in the maintenance and operation of shore fa- 
cilities had to be developed to provide support for certain mandatory support 
costs not budgeted for, such as wage-board pay increases for unclassified em- 
ployees and increased costs for fuels, utilities and materials. The magnitude 
of these unbudgeted support costs, which must be absorbed, confirms savings 
already generated. The fiscal year 1959 appropriation is currently deficient 
and by April 1, 1959, many field activities must be placed on a “standby” basis 
and curtail operations unless additional funds are forthcoming. 


Mr. Tuomas. You are looking for $3,732,000 ? 


OLs 
Captain Swanson. Yes. This is composed of $3,352,000 to sup- 
port the increased pay cost for classified personnel, $180,000 to sup- 
port the unbudegeted costs of the Middle Fast crisis and $209.00 for 
procurement of an aircraft hangar in the Antarctica. 
Mr. Tuomas. Do you mean that you engineers are riding on that 
Mideast crisis? 


(Discussion off the record.) 


HANGAR FOR AIRCRAFT MAINTENANCE AT M MURDO SOUND, 
ANTARCTICA 


Captain Swanson. There is one other small item of $200,000 for a 
hangar for aircraft maintenance at McMurdo Sound, Antarctica. 

Mr. THomas. Do you mean that Professor Gould and Admiral 
Dufek? What are they going to do with that up there ? 

Captain Swanson. House the aircraft. 

Mr. Tuomas. Can they not make one out of the snow and ice at 
less than $200,000 ? 

Captain Swanson. No, sir. This is a better way to do it. Now 
that they are down there more permanently they need that facility. 
The aircraft in that climate are difficult to start and sometimes it 
takes 3 or 4 hours there if they are left in the open. 
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Mr. Tuomas. Do you think that we ought to embark on an activity 
like that up there for $200,000? 

Captain Swanson. There is no question about it. They need this. 

Mr. Tuomas. Have you been there? 

Captain Swanson. I have not been there. It is part of the life- 
saving operation. It now takes about 4 hours for an aircraft to get 
underway in the cold weather. 


SUPPORT OF NAVAL OONSTRUCTION FORCES 


Mr. Tuomas. You are asking for $3,352,000 for pay and $180,000 
for what ? 

Captain Swanson. Support of naval construction forces for un- 
budgeted expenses incident to the Middle East crisis. 

Mr. Tuomas. How do you arrive at that $180,000 ? 

Captain Swanson. $45,000 is for rigging pontoon causeways to 
LST’s for launchings to support the effort. There is $90,000 for 
material, clothing, housekeeping supplies, hand tools, and so forth. 
The remaining $ $45,000 is for assembling and packaging this and other 
material. 

Mr. THomas. What was your total pay increase for yards and docks, 
blue-collar and civil service ? 

Captain Swanson. The classified was $3,352,000. 

Admiral Ensry. The wage board was $2,306,000 additional, for a 
total of $5,658,000, and they absorbed $2,306,000, and they are request- 
ing here $3,352,000. 


HANGAR FOR AIRCRAFT MAINTENANCE AT M’MURDO SOUND, ANTARCTICA 


Mr. Jonas. I want to ask a question about this $200,000 for an han- 
gar at McMurdo Sound. Why is that an appropriate item for a defi- 
ciency bill appropriation? Why was not that included in the regular 
1959 bill? 

Admiral Brarpstey. I can answer that. The original plans for the 
Geophysical Year only went for 2 or 3 years. When we budgeted for 
1959, we thought the thing was going to be terminated down there. 
We were told after we presented our justifications they were going to 
continue for a number of years. At that time it was decided some 
of these permanent things should be put in. We had not budgeted 
for these items at that time. 

Mr. Jonas. Why could you not handle this on a regular program 
basis ¢ 

Admiral Brarpsitry. This is because of the overall tightness of the 
appropriation at the beginning. We had to absorb certain increased 
costs. 

Mr. Jonas. You have reprogramed a dozen or more items since the 
bill was passed. 

Admiral Bearpstey. We have. We will probably continue to do it 
inthe future. We do not have the right to take it from another appro- 
priation. It would have to be from this appropriation. 

Captain Swanson. We have already absorbed over $4,500,000, and 
there is a limit to what we can absorb. We have absorbed more than 
what we are asking for in this supplemental. 
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Mr. Rooney. As long as we are discussing this hangar at McMurdo 
Sound, are these pages which describe the 60- to 70-mile-an-hour winds 
there in the record ? 

Mr. Tuomas. It is all in here. 

Mr. Rooney. Very good. 


WepNEsDAY, Fresruary 25, 1959. 


SERVICEWIDE SUPPLY AND FINANCE, NAvyY 
WITNESSES 


REAR ADM. BOUNDY, SC, USN, CHIEF, BUREAU OF SUPPLIES AND 
ACCOUNTS 


CAPT. R. W. CARTER, SC, USN, COMPTROLLER, BUREAU OF SUp- 
PLIES AND ACCOUNTS 


Program and financing 





1959, 1959, 1959, increase 
presently revised or de- 
available estimate crease (— 

Program by activities 
Direct obligations 
1. Supply distribution $194, 812,000 | $195, 772, 000 +-$960, 000 
2. Commodity control 8S, 975, OOK 90, 178, 000 1, 203, 000 
3. Cataloging §, 950, OOO 8, 950, 000 
4. Servicewide finance 24, 744, 000 24, 744, OOF 
Departmental administration 6, 306, 000 6, 306, 000 
Supplemental! required for pay increases 14, 150, 000 +14, 150, 000 
Total direct obligations 309, 637, 000 325, 950, 000 6, 313, 0 
Reimbursable obligation 
1. Supply distribution 18, 646, 856 & 646. 856 
2. Commodity control 300, 000 300. 000 
3. Catalogin 
4. Servicewide finance 40, OOO 40, 000 
5. Departmental administration 40, 000 49. 000 
Total reimbursable obligations 19. 026, 856 19, 026, S5€ 
Total obligations 328, 663, 856 $44, O76, SH€ +- 16, 313, 000 
Financing 
Unobligated balance brought forward (69 Stat. 438 89, RHE R90. 8 
Unobligated balance (anticipated reimbursements to be 
earned from military assistance fund reservations) trar 
ferred t r fron ther accounts 
Advances and reimbursements from ether accounts 
Deliveries of material common t» U.S. requirements 
wrdered by military assistance in current year 20, 000 
All other 18, 105, OOF x 
Advances and reimbursement from non-F ederal sources 500, 000 00. 000 
Anticipated reimbursements for future year deliveri« 
material common to U.S. requirements ordered by mili 
tary assistance in current year 212, 000 212, 001 
Unobligated balance carried forward (69 Stat. 438) 200, 000 200), O00 
New obligational authority - - 309, 637, 00 325. O50. OOK 6, 313, 000 
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Object classification 























ee . j > ee ae | ~ 
} 

1959, | 1959, | 1959, increase 
presently | revised (+) or de- 
available | estimate | crease (—) 

Se a — eer ——aT oe om —e. — Ta = — —> . < = ~~ 1 a ——— 
Total number of permanent positions. | 39, 960 39, 960 | 
> ] 39, 292 | 39, 202 
Average number of all employees 39, 292 39, 292 
Number of employees at end of year 38, 165 | 38, 165 
Personal service obligations: | | 
Permanent positions. $181, 169,000 | $181, 169,000 | 
. < % son 
Other personal services 5, 596, 000 | 5 596, 000 ~-=n-4 
Total personal service obligations 186, 765,000 | 186, 765, 000 
Direct obligations: 
01 Personal services } 181,913,000 | 181,913, 000 | 
02 Travel. ‘ 1, 309, 000 1, 309, 000 | 
03 Transportation of things | 48,725,000 | 44,805,000 | -+-$1, 080, 000 
04 Communications services ‘ | 1, 351, 000 | 1, 351. 000 
05 Rents and utility services__- : | 8. 115.000 8.115, 000 | 
06 Printing and reproduction_.- ; bd sdeabl 3, 620, 000 | 3, 620,000 | 
07 Other contractual services sg 18, 02, 000 | 18, 715, 090 +-713, 000 
Serviecs performed by other age ncies 42, 918, HOO | 42, 918, 000 ae 
Labor contracts with foreign government ! | 1, 689, 000 1, 389, NOO | 
Private foreign labor contracts 2 : | 1, 350. 000 | 1, 350, 000 ‘ 
08 Supplies and materials i i | 6, 859, 000 | 7, 229, 000 | +370, 000 
09 Equipment | 972, COO 972, 000 2 
11 Grants, subsidies, and contributions 11, 858, 000 11, 848, 000 
13 Refunds, awards, and indemnities | 370, 000 370, 000 
15 Taxes and assessments 465.000 46, OOC 
Supplemental required for pay increases | —14, 150, 000 +14, 150, 000 
Total direct obligations 309, 637, 000 325, 950, 000 +-16. 313, 000 
Reimbursable obligations 
01 Personal services 4, 000 | 4, 852, 00 | 
07 Other contractual services | 7, 225. OCO | 7, 225, 090 
08 Supplies and materials | 6, 377, 000 6, 377, GOO | 
09 Equipment 270, OOK 270, 000 _ 
il Grants, subsidies, and contributions | 302, S5¢ 302, 856 os 
Total reimbursable obligations 19, 026, 854 19, 026, 856 | 
lotal obligations 7 328% G63, SA | 244 O78 R56 | +16, 313, 000 
| | 
Average number— 1,269 
S Average number—39 


Mr. Troms. Admiral Boundy, we will now take up “Servicewide 
supplies and finance.” 


GENERAL STATEMENT 


Admiral Bounpy. Mr. Chairman and members of the committee, 
lam here to expl: in to you the need for a supple mental uppropria- 
tion to finance the programs under “Servicewide supply and finance, 
Navy,” for fiscal year 1959. 

This epproprietion pays for the servicewide logistic-support func- 
tions in supplying the Navy. It is a “service type’ appropriation 
which pays mostly for the wages of people who buy and manage ma- 
terial, move the boxes, and fuel and load our ships. Other cost func- 
tions of this appropriation include those of transporting materials, 
and of maintenance and repair of the Bureau of Supplies and Ac- 
counts’ facilities. Our regular fiscal year 1959 budget for this ap- 
propriation was based upon a carefully estimated, closely funded 
effort designed to support a supply workload related to a normal 
tempo of fleet operations and the then existing wage scale. 

Funds in the amount of $14,150,000 are required to cover the in- 
creased salaries of classified employees paid under this appropriation. 
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This additional requirement is based on an analysis of payroll costs 
and the planned level of employment necessary in the performangg 
of servicewide logstic-support functions. 

The Mideast operation created an immediate increase in logistic. 
support requirements over the normal planned workload. The jp. 
crease occurred in three broad areas as follows: First, processing 
of additional material requests and loading out the related materia]: 
second, increased transportation requirements; and third, leasing of 
oil tankage to support Mideast fleet movement. The total of thege 
additional costs is $2,163,000. These out-of-pocket costs were not 
contemplated at the time of our regular fiscal year 1959 budget 
request. 

We are asking for a supplemental appropriation in the amount of 
$16,313,000. This includes the additional amount we spent for sup- 
port of the Mideast operation and the amount necessary for the clasgsi- 
fied wage increase. This money will permit us to operate and main- 
tain the Bureau of Supplies and Accounts’ facilities at the level a 
proved in our fiscal year 1959 appropriation as granted by the 
Congress. 

This is a comparatively simple story because we are geared almost 
entirely to people. This particular part of the appropriation is for 
wages of people, the loading of ships, transportation, and maintenance 
and a repair of 37 different outlets we have, supply depots and supply 
departments of shipyards, and so on. 

Our requirements are $14,150,000 for the classified pay increase, 
This is an actual computation. 

Mr. THomas. Do you have to pay for your maintenance work? 

Admiral Bounpy. Yes. 

Mr. Tuomas. Is this force account work? Is it with your own 
people? 

Admiral Bounpy. In most cases. 

The other part of the requirement is for $2,163,000, and that is for 
additional expenses incurred by the Bureau of Supplies and Accounts 
over the normal planned load due to the Mideast and Taiwan situa- 
tions. The additional supply request is for loading out the material, 
for increased transportation charges, for leasing additional oil tanks, 
for a short period of time, so the total of these two items of out-of- 
pocket cost is $16,313,000. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. We will insert the appropriate justification pages in 
the record at this point. 
(The pages follow :) 
SERVICEWIDE SuprPLy AND FINANCE, Navy 
Budget activity No. 1. Supply distribution 
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PROGRAM DESCRIPTION 


This budget activity provides funding for the operations of 37 supply outlets 
of the Navy. The scope of funding includes all distribution functions from the 
receipt of a material request until the material is delivered afloat or ashore. 
Funds presently available for this-program do not include requirements for 
abnormal costs occasioned by the Mideast and Taiwan crises. 


JUSTIFICATION OF REVISED ESTIMATE 


The additional $960,000 requested is for support requirements in excess of the 
Jevel which would have been experienced under normal conditions, as follows: 


For unprogramed costs due to Middle Bast crises____------------~~-~- $909, 000 
(1) For advance base-type support to Cloud and Tare, to cover the 
cost of packing and crating operations_______-___-_-_______--_- 86, 000 
(2) For increased supply support requirements of the fleet and 
IT I reer Ee cecheonieiraneesseaatanasemenas One 657, 000 
coy (eae GUC ONRE COs) MBTARS ~~ 2s nc nen oae 166, 000 
For unprogramed costs due to Taiwan operations___..._.__--_---_---- 51, 000 
(1) For increased supply support requirements of the fleet and 
TN Ge ig sacs tipaichieih ebb in enn et hd omits ap cash clair eta 47, 000 
(2) For cleaning of tanks, transmission and distribution system 
SOP TOGl SUNVOLEION DUTIGUOE neste e essen note Ddenter See 4, 000 


Budget Activity No. 2. Commodity control 





nT OUNORTELY. Si VOUGI os oo mcg mde cartons iene us ierninesia <emienishminsgs) 
mae pevined * estimate... a eta a cues eine eames 90, 478, 000 
Increase_____- Per OS se 2k 2 iy Os ele eee +1, 203, (00 


PROGRAM DESCRIPTION 


This budget activity provides funding for the centralized commodity control 
system in the Navy. There are two primary budget functions within this 
activity. The first function covers the operation of the supply-demand-control 
points which are field offices of the Navy engaged in the management of Navy 
inventories. The second budget function covers the transportation cost of 
moving material within the Navy in response to operational demand. The cost 
of transporting Navy material as directed by the supply-demand-control points 
or by field operating installations is chargeable to this budget activity. Funds 
presently available for these programs do not include requirements for abnormal 
cost occasioned by the Mideast and Taiwan crises. 


JUSTIFICATION OF REVISED ESTIMATE 


The additional $1,203,000 requested is for support requirements in excess of 
the level which would have been experienced under normal conditions, as follows: 





For unprogramed costs due to Mideast crisis_.______- wigiapystrxstecaaees MEgs 
(1) For advance base type support to Cloud and Storm _.______ 58, 000 

(2) For redistribution and replenishment costs incident to loca- 
tion of stocks at tidewater activities for support of fleet___ 62, 000 
(3) For specially scheduled airlifts to support deployed forces__ 646, 000 
(4) For inland movement of material for fleet operations__—-__- 400, 000 
For unprogramed costs due to Taiwan operations___- Senbteiek . 87, 000 


(1) For redistribution and replenishment costs incident to loca- 
tion of stocks at tidewater activities for support of fleet__ 3, 000 
(2) For specially scheduled airlifts to support deployed forces__ 34, 000 
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Budget activity. Classified pay increase 


JUSTIFICATION OF ESTIMATE 

1959 presently available_______ ~~~ aattntapates al achiness 0 

1959 revised estimate________~- Te $14, 150, 000 

Tn tir see Fas pe bcaseainndd onkie ri dimin-eien eee) a 
Increased pay costs for appropriation “Servicewide supply and finance, Nayy,” 

were computed as follows: 


‘Gross payroll for graded personnel : 


At current salary rates____- Iie 3.1 __... $110, 695, 000 
At previous salary rates_-—- 100. 632 ,000 
Increase in payroll cost 10, 063, 000 
Add civil service retirement contributions 654, 000 
Increase in 01 and related costs 19, 717, 000 
Add increased payments to other accounts 3, 433, 000 
Total increase in cost____-_- ; , 14, 150, 000 


SUPPLY DISTRIBUTION 


Mr. Tuomas. You have supply distribution here, $960,000. That is 
made up of what? 

Admiral Bounpy. The $960.000 is made un primarily of $8600 
for extra handling of fuel and lubricating oil required for the Far 
East. 

Mr. Tuomas. Do you mean that you bought that many extra drums 
which are of no value to you and you have to discard them? You took 
these out of vour present inventory: is that correct ? 

Admiral Bounpy. It is for the handling of fuel drums. 

Mr. THomas. What is your $657,000 for? 

Admiral Bounpy. Primarily for overtime. $412.000 is for overtime 
at Newport. Norfolk, putting these activities on three shifts during 
the crisis. It was for temporary hire of some people who have now 
been discharged. 

Mr. THomas. What is that $166.000? 

Admiral Bounpy. The $166,000 is for additional fuel storave which 
was hired for a short period of time at the request of the Chief of 
Naval Operations. 

Mr. Tromas. You took this out of your supplies; did you not? 

Admiral Bounpy. No: this was commercial fuel tankage which 
we required to support the operation—he increased tempo of the 
operations. 

Mr. Tuomas. This was fuel that you took aboard ? 

Admiral Bounpy. No. sir. These are fuel tanks, several of them 
on the gulf coast. The Chief of Naval Operations asked us to lease 
them and have them filled with fuel oil as standbys as a requirement 
for the increased operations. 

Mr. Tuomas. What is your $51,000? 

Admiral Bounpy. For the Taiwan operation, $47,000 of that was 
overtime at Pearl Harbor and the Naval Supply Center at Oakland. 

Mr. Tromas. The $166.000 is an item that would budget any place 
in your 1960 regular budget, or your 1959 budget. because you have 
not. used it. 

Admiral Bounpy. No: these are for leases. We did not contem- 
plate the lease of these fuel storage tanks. 
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Admiral Brarpstry. We leased the tanks and paid the leases. 

Mr. Tuomas. How many did you lease? 

Admiral Bounpy. We can supply that for the record, but in the 
neighborhood of 10 or 12. 

Mr. Tuomas. For what per iod of time ? 

Admiral Bounpy. About 3 months during the crisis. 

Mr. Tuomas. And that is money expended ¢ 

Admiral Bounpy. Yes; for something that was required for the 
operation. 

Mr. Tuomas. Where are these ? 

Admiral Bounpy. Most of them are in the gulf coast. 

Mr. Tuomas. Would they not supply them to you? 

Admiral Bounpy. There were additional requirements for ship 
sailings. 

Mr. Tuomas. It seems to me if the fleet needs some fuel the fleet 
gets first preference and why go out and pay an oi! company $25,000 
to lease a tank when you are going to buy the fuel from them also? 

Admiral Bounpy. This is Navy special fuel, and I might call to 
your attention that Navy special fuel is different from any other 
type of fuel and cannot be obtained commercially in quantity. When 
there is an increase in the tempo of operations with a possibility of 
even greater requirements, the Chief of Naval Operations asked us 
for a greater storage in this particular area and in order to get the 
storage it cost us that amount of money. ‘Those tanks have now been 
turned back to commercial uses. 

Mr. Tuomas. Do you mean to tell me that if you want some bunker 
fuel and you go down to the Standard Oil Co. and tell them that 
you are going into this operation, they are not going to deliver you 
that bunker fuel? T hey are going to force you to lease the tanks and 
buy the bunker fuel? You ‘buy the oil from them and then lease 
the tank from them to store it ? 

Admiral Bounpy. In many cases the black oil was brought from 
another source, some from the west coast, but we had to have a reser- 
voir for our contemplated operation. 

Mr. Tromas. What is your $47,000 for? 

Admiral Bounpy. For Taiwan, $3,000 for redistribution of mate- 
rial. Overtime at the supply and control points, aviation supplies 
offices, and the electronic supply office. 

Mr. Tuomas. Is this a labor bill? 

Admiral Bounpy. Additional people that we had to keep working 
at night getting out urgent requests. What happens in an operation 
of this kind is that many ships that are waiting for supplies are put- 
ting in new equipment and then they want them that much more 
rapidly. 

Mr. Tuomas. Are these Wage Board people ? 

Admiral Bounpy. Both. 


COMMODITY CONTROL 


Mr. Tromas. Let us look at your commodity control, $1,203,000. 
You say in your statement or justific ations : 

This budget activity provides funding for the centralized commodity control 
system in the Navy. There are two primary budget functions within this actiy- 
ity. The first function covers the operation of the supply demand control points 
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which are field offices of the Navy engaged in the management of Navy inyep. 
tories. The second budget function covers the transportation costs of moving 
material within the Navy in response to operational demands. The cost of 
transporting Navy material directed by the supply demand control points or by 
field operating installations is chargeable to this budget activity. Funds. pres. 
ently available for these programs do not include requirements for abnormal eogts 
occasioned by the Mideast and Taiwan crises. 

Do you mean you get busy and have to juggle the supplies around? 

Admiral Bounpy. Yes; we certainly do. Of this $1,203,000, 
$1,166,000 was for the Mideast crisis and $58,000 for handling two 
programs called Cloud and Storm. 

Mr. Tuomas. What isthe nature of the material / 

Admiral Bounpy. It is advanced base material that has to be loaded 
quickly for the Marines. 

Mr. Tuomas. This is again a salary cost, personnel, loading. and 
bookkeeping activities and what not at your various installations? 

Admiral Bounpy. That is correct, sir. 

Mr. Tuomas. Is there any crating and handling cost in here? 

Admiral Bounpy. Yes; in that $58,000. 

Mr. Tuomas. What about your $62,000 ? 

Admiral Bounpy. That is for redistribution and replenishment in- 
cident to the location of stocks at tidewater activities for support of 
the fleet. 

Mr. Tuomas. The $646,000 is for what ? 

Admiral Bounpy. Primarily for transportation, special missions 
of aircraft. For example, we had a good many MATS aireraft. As 
you know, we now reimburse them $15,000 or $20,000 for a special 
flight. 

Mr. Tuomas. You have a lot of it here, $646,000. 

Admiral Bounpy. At the rate we would have to pay, that is 35 
or 40 trips. 

Mr. Tuomas. To and from where? 

Admiral Bounpy. The Mideast. This is all Mideast. 

Mr. Tuomas. How much of a guess figure is this $646,000? 

Admiral Bounpy. This isa calculated figure. 

The next item would be $400,000 for the inland movement of ma- 
terial for fleet operations. 

Mr. Rooney. Before proceeding further, let me take you back to 
the first item of your breakdown, $86,000. Did I understand you 
to say that that was for the purchase of fuel drums? That is the way 
that I understood it, but upon reading the justifications I find it is 
to cover the cost of packing and crating. 

Admiral Bounpy. Packing and handling and crating is the proper 
answer. 

Mr. Rooney. Is the justification correct ? 

Admiral Bounpy. Yes. 

Mr. Roonry. I thought you said something about buying fuel 
drums. 

Admiral Ensry. I think that he corrected that in his testimony. 

Mr. Tuomas. Thank you very much. 


ADM. 
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WITNESS 
und } ADM. K. M. McMANES, USN, DEPUTY CHIEF OF NAVAL OPERATIONS 














3,000) , 
=~? Program and financing 
r two 
11959 presently} 1959 revised | 1959 increase 
| available | estimate 
| 
— a 
oa | 
program by activities 
ae Direct obligations: 
and 1. Administrative headquarters for naval districts, | 
? bases and stations Sl sawhan = $17, 068, 000 $17, 068, 000 |...__- 2 ACRES 
, 2. Servicewide communications eS miade nee ..-| 38,628,000 | 39,028,000 $400, 000 
3. Hydrographic office. .-.-- Seabed erecta aman putiawal 12, 295, 000 12, 295, 000 |_......- sale 
4. Naval observatory ee L oo. pe ale | 955, 000 ET See 
5. Inter-American affairs ‘ Sinan e enn 4, 495, 000 6 GR Gee Vncowccecuce 
6. Departmental administration. _...._.....--.-- _--| 21,850,000} 21,850,000 |.......... 
7. Printing equipment and related costs, printing | 
plants... ae DPE EINER SE. 300, 000 | op 
; &. Field services ; SAS | 15, 808, 000 OA i 
it in- 9. Contingencies of the Navy eta 11, 920, 000 11, 920, 000 |...._-- , 
Supplemental required for pay increases cia — 5, 326, 000 SS ate 5, 326, 000 
rt of pple € eg t or pa , » met sf ) : 
| Total direct obligations -- wae = ---| 117,993,000 | 123, 719, 000 5, 726, 000 
spoil eaie : 
Reimbursable obligations 
2 Total reimbursable obligations... -- ee 13, 695, 000 13, 695, 000 j.......--- 
sLONS : = 
As Total obligations aa iclediiaeranieasinga slpuabiates 131, 688,000 | 137, 414, 000 5, 726, 000 
7 Financing | 
ec ial Advances and reimbursements from— | 
Other accounts , —13, 392, 000 13, 392, 000 
Non-Federal sources (10 U.S.¢ 2481) 7: 303, 000 303, 000 
New obligational authority i 117, 993,000 | 123, 719, 000 5, 726, 000 
Ss 35 | } 7 
New obligational authority 
Appropriation : Bat fot wan _...------| 118,985,000 | 124, 711, 000 5, 726, 000 
Transferred to | | 
“Operating expenses, National Archives and Records | 
Service,”’ General Services Administration (5 | 
U.S.C. 172f) : sadeid, pdicdenlmnidbelteds } — 467, 000 — 467,000 |_...-- seni 
“Salaries and expenses, Department of Defense’’ (5 | | 
CO). Gee) oc ccusncadtdsandddocuasbdsssdesedeb< —525, 000 | —§25, 000 |......-.- deg 
ma- Appropriation (adjusted) -................... ..--| 117, 993, 000 123, 719, 000 5, 726, 000 
| | 
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Object classification 


re 
1959 presently} 1959 revised | 1959 increase 
available estimate | 


' 





Total number of permanent positions. ______..._-- ee 12, 434 02, 4046 | ......,c0nee 
Full-time equivalent of all other positions : Saea 6 Ol. cccegee 
Average number of all employees BS ese a 11, 957 Bs OR) . 555... See F 
Number of employees at end of year =f we 11, 960 | 11,960 | .-2. ae 
01 Personal services 
Permanent positions .| $64, 547, 033 $64, 547, 033 i 
Positions other than permanent. : 49, 600 49, 600 wat 
Other personal services ions 2, 844, 567 2, 844, 567 sea 
Total personal service obligations 67, 441, 200 67, 441, 200 | 
Direct obligations: i = 
Personal services__.. --- fi5, 192, 800 5, 192, 800 |..-...2. 
02 Travel-__.--- ‘ anientbintie 3, 148, 200 . 168, 208 be 
03 ‘i’ransporte ation of ‘things ‘ ae 765, 000 765, 000 
04 Communication services ta 4 » 6, 005, 400 6, 005, 400 
05 Rents and utility services__- 2, 664, 425 2, 654, 425 
06 Printing and reproduction 1,907, 225 | 1,907, 225 . : 
07 Other contractual services : 14, 177, 900 14, 237. 900 $60, 000 
Services performed by other agencies 673, 950 | 673, 950 ie 
Labor contracts with foreign governments ! . 1, 046, 600 *, 046, 600 
08 Supplies and materials 7, 219, 800 7, 219, 800 | 
09 Equipment 15, 915, 800 16, 255, 800 340), 000 
11 Grants, subsidies, and contributions 4, 570, 800 4, 570, 800 
15 Taxes and assessments 31, 100 31, 100 
Supplemental required for pay increases , 326, 000 i, OOF 
Total direct obligations. _- : 117, 993, 000 125, 719, 000 5, 72H, OO 
Reimbursable obligations 
Total reimbursable obligations 13, 605, OOK 13, 695, 000 
Total obligations..............._.. 131, 688, 000 137, 414, 000 5, 724, 000 
' Average number of persons: 918 | 


Mr. Tuomas. We will now hear from Admiral MceManes. 
GENERAL STATEMENT 


Admiral McManes. Mr. Chairman and gentlemen, I am the Deputy 
Chief of Naval Operations for Administration. 

Supplemental funds in the amount of $5,726,000 are requested for 
the appropriation “Servicewide Operations, Navy” for fiscal year 
1959. The additional funds are required for two unbudgeted items: 
(1) $5,326,000 for the civilian pay raise, pursuant to Public Law 85- 
462, and (2) $400,000 for costs incurred in connection with the Mid- 
east-and Taiwan crises 

There are no surplus funds available within the appropriation 
which could be used to offset this supplemental request. During fiscal 
year 1959, the “Servicewide Operations, Navy” appropriation has 
been forced to absorb unbudgeted items to the extent of approxi- 
mately $2,300,000. These unbudgeted requirements have been met 
principally by diverting funds programed for the procurement of 
electronic equipment. Approximately 50 percent of appropriated 
funds were obligated as of December 31, 1958, and no appreciable 
savings are expected to materialize during * balance of the fiscal 
year. The $400,000 will be used to alleviate, in small part, the dis- 
ruption of the planned electronic equipment ara urement program. 
The $5,326,000 will be applied against the fourth quarter deficiency 
existing in this appropriation. 
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This supplemental request has been subjected to critical review at 
all levels of responsibility and represents the minimum requirements 
for this appropriation. 

Mr. Tuomas. That was right to the point. 


JUSTIFICATION OF THE ESTIMATE 


We will insert the appropriate pages of the justification in the 
record at this point. 
(The pages follow :) 
SERVICEWIDE OPERATIONS, NAVY 


Budget activity No. 2. Servicewide communications 


IR lin ic i te eth ete Pn Nt ta el LEE) TEAM 
Revised estimate_____-__-_~- Pee saphena tbtigm cetunre| Vee 
NN ia ce amines cmaiimmtn intel Ss eeiiinteseeaamancinieavenantg ieee a 400, 000. 


JUSTIFICATION OF SUPPLEMENTAL ESTIMATE 


A supplemental of $400.00 is requested for unbudgeted costs for improved 
communications to the operating forces incurred in connection with the Mid- 
east and Taiwan crises. 

Specific items of support provided in these areas are: 


LEBANON 


Increased travel of Naval Security Group personnel on classified 


missions 6 os élentglthe Bo zh $15, 000 
Provide special antenna arrangements at NAVCOMMSTA Washington 
for improved communications with 6th Fleet... ~~ wpom—etis 48/000 
Provide special antenna arrangements and additional power generator 
at NAVCOMMSTA, Port Lyautey____-~- Sl ft ee 18, 000 
Procurement of special communications equipment for high command 
network and communication intelligence purposes___- cs 16R000 
Procurement of special communication equipment for NAV‘ ‘OMMU NIT, 
Asmara SS ee ee ee Be Ee eh ee eee 20, 000 
Increased commercial message costs in area____-_ Sa ee 10, 000 
Subtotal ; = ia : di sci pu ulead anc aes 
TAIWAN 


Prepare space and install Classified equipment at NAVCOMMFAC, 

Kanii Seya 15. O00 
Procurement of teletype and radio equipment and rotary beam antenna ; 

and install communication security equipment at NAVCOMMSTA, 


Guam . $2,000 
Procurement of teletype equipment for NAVCOMMFAC, Philippines 30, 000 
Subtotal 27, 000 
Grand total ; a _. 400, 000 


In fiscal vear 1959. the SWON appropriation was forced to absorb an un- 
precedented amount of unbudgeted costs in addition to those incurred for 
Lebanon and Taiwan. As the available operation and maintenance funds in 
this appropriation are already at an ustere level, most of these unbudgeted 
items were assessed against equipment procurement funds in support of the 
servicewide communication system. The supplement herein requested will 
alleviate in part the disruption of the planned electronic procurement program. 
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CIVILIAN PAY INCREASES 


Justification of supplemental estimate 

A total supplemental requirement of $6,097,000, as a result of the costs of 
civilian pay increases pursuant to Public Law 85-462, will be reduced by $771,000 
in available assets. This supplemental will be necessary to provide for the 
increased pay costs for an estimated 9,773 graded man-years at an estimated 
payroll cost of $59 million, as well as the related costs for contributions to 
the retirement fund, FICA, and services performed by other agencies. 

During this fiscal year the SWON appropriation has been forced to absorb 
an unprecedented amount of unbudgeted costs. The total of these unbudgeteg 
costs is in the vicinity of $2,300,000. 

Since the available O. & M. funds in this appropriation are already at an 
austere level, the bulk of these unbudgeted costs .were assessed against equip- 
ment procurement funds, which has delayed the modernization of the commu- 
nications facilities. Additional absorption for this purpose, i.e., pay increase, 
will further reduce the austere level of operation in this appropriation. 

Pay increase costs were determined by taking 10 percent of the following cost 
factors which involved classified personnel in fiscal year 1959: 

01 Basic salary, nightwork differential, overtime, additional pay for service 
abroad, pay in excess of 52-week base. 

O07 Personal services costs of services performed by other agencies. 

11 Contributions to retirement fund. 

15 Federal Insurance Contribution Act. 


Mr. Tuomas. You show communications, $400,000. How firm are 
all of these estimates ? 

Admiral McManes. They have been gone over with a very sharp 
pencil. They are firm. 

Mr. Tuomas. How much is for pay? 

Admiral McManes. Pay is $5,326,000. 

Mr. Tuomas. You have only two or three items here. Out of your 
$5,726,000 your pay cost is $5,326,000 ? 

Admiral McManes. Yes, sir. 

Mr. THomas. And your other item is $400,000 ? 

Admiral McManes. Yes; $400,000 for communications. 

Mr. Tuomas. How firm is the figure of $400,000 ? 

Admiral McManess. That is a very firm figure, because that money 
has been spent, sir. 

Mr. Tuomas. What was the nature of this equipment here for com- 
munications ? 

Admiral McManes. That is included on page N-22-1. One item 
was “Increased travel of naval security group personnel on classified 
missions,” in the amount of $15,000. 

Mr. Tuomas. Another item was to provide special antenna arrange- 
ments in Washington for improved communications with the 6th 
Fleet in the amount of $48,000 ? 

Admiral McManess. Yes, sir. 

Mr. Tuomas. Another item was to provide special antenna arrange- 
ments and additional power generator at NAVCOMMSTA in the 
amount of $18,000? 

Admiral McManszs. Yes, sir; at Port Lyautey. 

Mr. Tuomas. That was in the amount of $18,000 ? 

Admiral McManes. Yes, sir. 

Mr. Tuomas. Another item was procurement of special communica- 
tions equipment for high command network, and communication in- 
telligence purposes in the amount of $162,000 # 
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Admiral McManes. Thank you, sir, Mr. Chairman. 
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WebNESsDAY, Frpruary 25, 1959, | 

| 

Mepicat Care | 
WITNESSES 

REAR ADM. B. W. HOGAN, CHIEF, BUREAU OF MEDICINE ayy 
SURGERY 

REAR ADM. F. P. GILMORE, ASSISTANT CHIEF FOR PLANNING An 
LOGISTICS, BUREAU OF MEDICINE AND SURGERY 

REAR ADM. W. J. MARSHALL, DIRECTOR, MATERIEL DIVISIoy 
(LOGISTICS) 

COL. NORMAN E. PEATFIELD, PROFESSIONAL DIRECTOR, OFFicp 
FOR DEPENDENTS’ MEDICAL CARE, OFFICE OF SURGEON GEN. | 
ERAL, UNITED STATES ARMY 

MAJ. BEDFORD H. BERREY, DIRECTOR, ALLOWANCES AND SPECrA 
REPORTS DIVISION, OFFICE FOR DEPENDENTS, MEDICAL CARR | 
OFFICE OF SURGEON GENERAL, DEPARTMENT OF THE ARMY 

Dericrency Estimate ror 1958 
Program and financing 
1958, | 1958 | 1958, increase 
presently | revised (+) orde- | 
| available | estimate crease (—) 
a obligations: 
. Maintenance and eee of medical treatment | 
facilities_. pardeaeresepessocnceresen| 5, 206,843 | $35, 206,843 |... 
2. Education and ‘training. - a 464, 107 | 3, 464, 107 |........ } 
3. Medical serv ices, supplies, “and equipment, at other .- } | | 
facilities =e 11,490,357 | 11, 490, 357 |_- 
4. Nonrecurring procurement ‘of services, Supplies, | 
and equipment... saamnees riolean : 2,199,408 | 2,199,408 |.... 
5. Medical material support. hb bwiedoamekbsets | 149, 109 | B40 SBD hee cae 
6. Medical care in non-naval facilities... --__.-- --| 29,803,000 | 38,853,000 | +$9, 050, 000 
Pe EE. Bo bocce ngccdekendccaticceeses wae 918, 000 | O16. 600 15. 
8. Departmental administration....-.-.-...------ --| 2, 626, 176 | SG Ee 1...csaeee 
eee GRNNNG CRUNUNOME. 6 5.555523 e en seecnne 85,857,000 | 94,907, 000 ra 9, 050, 000 
Reimbursable obligations = 
1. Maintenance and operation of medical treatment | 
SE rctitinieieencnew eae Mauna anaapioceesiat | 21,655,058 | 21, 655, 058 | 
2. Edneation and training - 307, 500 | 307, 500 | 
3. Medical services, supplies, and equipment at other 
facilities __ . 289, 000 | 289, 000 | 
6. Medical care in nonnaval facilities ___. | 251, 000 | 251, 000 | 
Total reimbursable obligations. 22, 502,558 | 22, 502, 558 ae 
Total obligations. 108, 350,558 | 117,409,558 | 9, (050, 000 
Financing: | 
Advances and reimbursements from 
Other accounts | 19, 744 166 | 19, 744, 466 
Non-Federal sources (10 U.S.C. 1071-1085) | 2, 758, 092 2, 758, 092 | 
New obligational authority - -__- 85, 857,000 | 94, 907, 000 9, 050 ow 

New obligational authority: eis 
Appropriation _- as 85, 200, 009 94, 250, 000 | 9, 050, 000 
Transferred from ‘‘Contingencies, Department of Defense, | 

1958’’ (72 Stat. 243) _- islet ; a 657, 000 657, 000 
Appropriation (adjusted) ......_.- oa 85, 857, 000 94, 907, 000 | 9, 050, 000 
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Object classification 

















li9r8, presently! 19°8 revised 1958 increase 
| | available estimate (+) or 
| decrease (—) 
“8 t { t oF ; | 8 3 8 ie 5 70 
Total number of permanent positions , 203 | , 205 i 
E AND . pull time equivalent of all other positions 1 | 1 | 
,yerage number of all employees ; 7, 504 7, 504 |-.- 
Number of employees at end of year. -- 3 7, 449 | 7, 449 | 
IG Nu . 
AND . . i | | 
personal Services obligations: 
Permanent positions - $32, 174, 652 $32, 174, 652 
i 4 . ' tei ose | ~~ 
VIS | Positions other than permanent 10, 653 10, 653 | 
TON Other personal services 872, 707 872, 707 | 
FFICE } Total personal service obligations pent $8, 068, m3 oe r 
jrect obligations: 
v GEN. ’ B 01 Personal services A 0, staat: Mile tas cir tnte ~ : 24, 135, 412 24. 336, 412 }........ = 
(2 Travel - i Weltensitbos< sar 572, 935 572, 935 5 
i rerenoetion OF Cinings... «oi cnwsasccccwensccactacs 104, 662 104, 662 |... - 
-ECIAL @ Communication services_._.-.-~-- instill Raead 368, 250 368, 250 | _-. : 
05 Rents and utility services a nai auial 1, 454, 126 1, 454, 126 |.......- es 
CARE, 06 Printing and reproduction __ | 203, 980 203, 980 | 
RMY 07 Other contractual services__..- 33, 693,844 | 42,037,560 | +$8, 343,716 
Services performed by other agencies 8, 902, 000 | 9, 608, 284 +706, 284 
Labor contracts with foreign governments 277, 638 | 277, 638 
08 Supplies and materials..._....______- 13,961,388 | 13, 961, 388 ; 
I a wink SRL. ill ow ke ditetinee pain ature at oS 888, 472 | 888, 472 as 
Grants, subsidies, and contributions- 1, 563, 716 | 1, 563, 716 . 
15 Taxes and assessments. - ll, 577 11, 577 | ; 
= Subtotal 86, 138,000 | 95, 188, 000 | 9, 050, 000 
Deduct subsistence charges - 281, 000 | 281, 000 | on 
8, increase —_——— - _ - 
+) or de- Total direct obligations 85, 857,000 | 94, 907, 000 9, 050, 000 
ease (—) = — | ——~ me 
aes Reimbursable obligations | | 
| 01 Person .1 services 8, 922, 600 | 8, 922, 600 |__. 
02 Travel 22, 390 | 22, 390 | 
04 Communications services 116, 896 | 116, 896 aad 
=++-- 05 Rents and utility services | 510, 193 | 510, 193 a 
ooees 06 Printing and reproduction. | 20, 210 20, 210 - 
| 07 Other contractual services. | 1,140,525} —_1, 140, 525 ‘ 
ene 0&8 Supplies and material__- | 11,133,446] 11, 133, 446 
09 Equipment. | 238, 163 | 238, 163 
roebeniies ll Grants, subsidies, and contributions 394, 935 | 304, 935 
~~ =~ ti 15 ‘Taxes and assessments. 3, 200 | 3, 200 
$9,060, Gon | 
------ : Total reimbursable obligations | 22, 502, 558 22, 502, 558 | 
setbiak se | - = a 
——c Total obligations ‘ is 108, 359, 558 117, 409, 558 9, 066, 000 
9, 050, 000 
Mr. Tuomas. The next item for the consideration of the committee 
is the item for Medical care, and it is my understanding Admiral 
Hogan will make the presentation. 
=a Admiral Hogan is a mighty fine individual and a great doctor. 
coven Off the record. 
9, 050, 000 (Discussion off the record.) 


At this point in the record we will insert pages 16-1 through 16-5 


of the justifications. 
(The pages referred to follow :) 


9, 050, 000 


9, 050, 000 


9, 050, 000 | 
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Bupeet Activiry No. 6. Mepicat Care IN NONNAVAL FACILITIES 
JUSTIFICATION OF FUNDS REQUESTED 


As indicated, a deficiency of $9,050,000 exists in Budget Activity 6, Medica} 
care in nonnaval facilities. A detailed schedule of budgeted funds and work. 
load for this activity as compared with actual requirements follows: 

SU UE ee 























Available Requirements Difference 
aoe eae cst ——— i 
Average Funds Average | Funds Average Funds 
patients patients patients 
Inpatient care: 
Active duty and retired: 
In other Federal hos- 
pitals._.._.. Sal 766 | $5,447,381 | 800 | $5, 699, 484 | +34 | +259, 103 
In civilian hospitals... 43 555, 132 | 43 556, 132 | secu LS ee 
Dependents: | 
In other Federal hos- 
pitals__- eee 356 3. 379, 830 383 3, 636, 586 +27 4-258, 756 
In civilian hospitals. 1,139 } 20, 214, 034 | 1,546 | 28, 554, 750 +407 | +8, 340,716 
Outpatient care: | 
Active duty, retired and | 
dependents: | 
In other Federal facil- | 
ities... ag hh teed j 74, 948 leben teats } 74,/9@ 1... 20 
In civilian facilities. ..}........._. 970, SIE} ss cccenaae | 006, 100.}......iccaut | £197, 425 
Re ee each Se Ae a 12, 000 } wat 06, 000 licivsecu +3, 000 
nsec ee Stn cineneeeesmsmesnineatnatetlies 
oe ee | 30, 054, 000 Eas | 39, 104, 000 at ---| 9, 050, 000 











The possibility of an underestimate for this budget activity was apparent in 
original hearings, on the fiscal vear 1958 budget on April 15, 1957, before the 
subcommittee on Department of the Navy Appropriations of the House Appro- 
priations Committee. The chronological record of Department of the Navy 
action to avoid a deficiency status is as follows: 

Anril 15, 1957: Hearings on “Medical care, Navy” estimates for fiscal year 
1958 before subcommittee of the Committee on Appropriations, House of Repre- 
sentatives. Pages 890-891, and 895-897 of the printed hearings pertain to 
estimates for Dependents’ medical care, and point out the fact that these esti- 
mates were the best possible in view of the lack of experience, but may have been 
inadequate. 

May 21, 1957: Committee on Appropriations submitted report on Department 
of Defense appropriations bill, 1958. Estimate for Dependents’ medical care 
recommended to be reduced by $1,995,500, because “The cost data experienced 
to date in this program does not warrant the appropriation of funds in the amount 
requested by the Navy for this activity.” Committee also recommended that 
“free choice” provision of joint DOD-HEW directive be amended so as to not 
permit dependents to utilize civilian medical and/or hospital services unless a 
positive determination is made by appropriate authority that, without augmen- 
tation, the military medical hospital facilities and medical personnel in the 
general area in which the dependents reside are inadequate. 

November 1, 1957: Dependents’ medical care advisory committee recommended 
among other things: That, pending completion of these studies and until their 
results are known to indicate that freedom of choice should be restricted, no 
action be taken to eliminate freedom of choice solely for the purpose of implied 
economy. 

December 7, 1957: Assistant Secretary of Defense (Comptroller) memo to As- 
sistant Secretary of the Navy (FM) points out that “It is possible that additional 
funds will be required in fiscal year 1958 to pay the bills rendered by civilian 
hospitals and physicians for the dependent medical care program,” 

December 13, 1957: Secretary of the Navy, at the request of the Bureau of 
Medicine and Surgery, requested policy guidance from the Assistance Secretary 
of Defense (Health and Medical) as to any amendment of the “free choice” 
element of the joint directive covering dependents’ medical care. 
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February 6, 1958: Meeting of Bureau of the Budget, Navy Comptroller and 
Bureau of Medicine and Surgery personnel to discuss adequacy of 1958 funds 
for Dependents’ medical care, 

February 19, 1958: Supplemental estimate of funds required for the appropria- 
tion “Medical care, Navy” for fiscal year 1958 submitted to the Comptroller of 

vavy. 

_ al 26, 1958: Hearings on Medical care, Navy estimates for fiscal year 
1959- before subcommittee of the Committee on Appropriations, House of Repre- 
sentatives. On page 712 of the printed hearings there appears a statement of 
the Bureau of Medicine and Surgery witness (Rear Admiral Gilmore) as follows: 
“We anticipate coming forward with a request for a supplemental in this fiscal 
year which will then place 1959 in a clearer light.” (Note: “This fiscal year” 
refers to fiscal year 1958.) 

March 12, 1958: Supplemental estimate for fiscal year 1958, which had been 
“marked up” by the Comptroller of the Navy, was recomputed and resubmitted 
to the Comptroller of the Navy for transmittal to the Assistant Secretary of 
Defense (Comptroller). 

March 18, 1958: 1958 supplemental estimate, “Medical care, Navy,” submitted 
to Office of the Secretary of Defense (Comptroller). r 

March 24, 1958: Bureau of Medicine and Surgery notified informally of the 
action taken by the Assistant Secretary of Defense (Comptroller) upon review 
of the supplemental estimate for fiscal year 1958. 

April 1, 1958: Supplemental estimate for fiscal year 1958, now reflecting Navy 
Comptroller and Defense Comptroller actions resubmitted for transmittal to the 
Bureau of the Budget and the Congress. 

April 7, 1958: Request for apportionment of $1 million in reserve in “Medical 
care, Navy,” 1958, approved by the Bureau of the Budget. 

April 24, 1958: Special hearing on dependents’ medical care program held by 
subcommittee of the Committee on Appropriations, House of Representatives. 
Deficiency of medical care, Navy, funds for fiscal year 1958 discussed on pages 
672, 728, 729, and 731 of the printed hearings. 

May 1, 1958: Request submitted to the Comptroller of the Navy for deficiency 
apportionment for the fourth quarter of fiscal year 1958 to provide for de- 
pendents’ medical care, based on supplemental request then pending. The Comp- 
troller of the Navy was informed that available funds would be exhausted by 
May 15, 1958 

May 5, 1958: 1958 supplemental estimate, medical care, Navy, transmitted 
to the Bureau of the Budget. 

May 21, 1958: The office for dependents’ medical care (executive agent) was 
informed that funds for care of dependents were exhausted and that no further 
bills could be certified for, payment until supplemental funds became available. 

June 9, 1958: 1958 supplemental estimate, medical care, Navy, transmitted by 
the President to Congress (Doc. No. 394). 

June 18, 1958: Hearings on fiscal year 1958 supplemental request for the 
appropriation medical care, Navy, held by the subcommittee of the Committee 
on Appropriations, House of Representatives. 

July 18, 1958: Committee on Appropriations of the House of Representatives 
submitted report on supplemental requests for fiscal year 1958 funds. The 
request for medical care, Navy, was denied in total. 

July 31, 1958: Hearings on fiscal year 1958 supplemental request for the 
appropriation medical care, Navy, held by the Committee on Appropriations 
of the U.S. Senate. (Hearings on p. 753, the supplemental appropriation bill, 
1959, hearings before the Committee on Appropriations of the U.S. Senate, 85th 
Cong., 2d sess., on H.R. 13450.) 

August 13, 1958: Committee on Appropriations of the U.S. Senate issued re- 
port on supplemental request for fiscal year 1958 funds. The request for 
medical care, Navy, was denied in total in Senate Report 2350. In denying 
the request for a supplemental appropriation, the House Committee on Appro- 
priations in its Report No. 2221, stated in part that “* * * this estimate 
results from an apparent violation of section 3679, Revised Statutes, as amended 
(the antideficiency act) for which no report establishing responsibility has been 
submitted to the Congress.” 

an” prescribed report was submitted to higher authorities on September 8, 











306 
GENERAL STATEMENT 


Mr. Tuomas. Admiral Hogan, I note that you have a prepared 
statement for the committee. We will insert your statement at this 
point in the record. 

(The statement referred to follows :) 


GENERAL STATEMENT ON DEFICIENCY APPROPRIATION REQUEST FOR Fiscarz 
YEAR 1958 

Mr. Chairman and members of the committee, thank you very much for the 
opportunity to come before you today to discuss our request for a deficj ‘iency 
appropriation for fiscal year 1958. 

The Medical Department of the Navy is requesting $9,050,000 to provide for 
a deficiency which has been incurred in fiscal year 1958 funds. These funds 
are required to pay bills for care of eligible dependents by civilian physicians 
in civilian hospitals as authorized by Public Law 84-569, and for care of Navy 
and Marine Corps personnel and their eligible dependents in Army, Air Force, 
Veterans’ Administration, and other Federal medical facilities. 

In attempting to deal with the chain of events which has led us into ony 
present situation, we feel that we have taken every feasible step, first, to pre. 
vent the situation from developing and second, to correct it after it became 
apparent that it would develop. I have had a detailed chronological record 
prepared of Department of the Navy action to avoid a deficiency status. From 
this data, which are available for the record, I would like to mention the sig- 
nificant mentions. 

Public Law 84-569 become effective December 7, 1956. Final decisions on 
the fiscal year 1958 estimates for the program were made during the same 
month and submitted to the Congress by the President on January 17, 1957. In 
its review of the estimates, the House Subcommittee on Department of Defense 
Appropriations recognized that the estimates lacked a foundation of experience, 
and further, that supplemental consideration might be necessary. 

As early as December 1957, when it became clear that additional funds would 
be necessary, policy guidance was requested of the Office of the Secretary of De- 
fense on amendment of the “free choice” element of the controlling directives. 
At the same time efforts were made, within the limits of financial resources 
available, to make dependents treatment facilities in naval hospitals more 
appealing so that dependent patients, in exercising free choice, would elect treat- 
ment in naval hospitals. 

Steps to obtain supplemental funds were formalized on Febru: iry 19, 1958, and 
a final estimate submitted to the Secretary of Defense on April 1, 1958, cul 
minating with hearings before the Subcommittee of the Committe on Appro- 
priations, House of Representatives, on June 18, 1958, and before the Committee 
on Appropriations of the U.S. Senate on July 31, 1958. Our request for sup. 
plemental funds was denied in total and the House Committee on Appropriations, 
in its final Report No. 2221, stated in part that “* * * this estimate results 
from an apparent violation of section 3679, Revised Statutes, as amended (the 
Antideficiency Act) for which no report establishing responsibility has been 
submitted to the Congress.” 

The prescribed report was submited by the Bureau of Medicine 
to higher authorities on September 8, 1958. 

Our total deficiency request of $9,050,000 will provide for the payment of bills 
amounting to $8,340,716 for care of 407 additional dependents in civilian bhos- 
pitals under the Medicare program and for $709,284 for care of 34 additional 
Navy and Marine Corps personnel and 27 additional of their dependents in other 
Federal medical facilities. 


and Surgery 


Mr. Tuomas. What is your problem here, Admiral Hogan? 

Admiral Hogan. Mr. Chairman, I have two presentations. One 
is a deficiency appropriation request for 1958 fiscal year, and one 
isa supplemental] appropriation request for. fiseal year 1959. 
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REASON FOR DEFICIENCY FOR 1958 


‘pared | Mr. Tuomas. Will you please tell us about your deficiency in 1958 ? 

at this That has been turned down once, has it not? What does it leave 
jou ! 

Admiral Hogan. We are requesting, sir, $9,050,000 to provide for 

a deficiency which has been incurred in fiscal year 1958 funds. These 

sea funds. are required to pay bills for care of eligible dependents by 

dvilian physicians in civilian hospitals as authorized by Public Law 


or the 569-84. 


leiency | Mr. Tuomas. Is this what we call the medicare program? 
Admiral Hogan. It is both that and medical care and expenses 
de for | incurred for our active duty and retired personnel in other Goyern- 


ide | ment hospitals. There were 407 dependents in civilian facilities 
Navy | that we had not budgeted for, in our original estimate when we 


Foree, | presented the budget to Congress in January 1958. This came to a 
| | total of $8,341,000. At the same time the rate went up in the civilian 
i; oe | facilities fr om "$48.08 to $50.70 per day 

came | Mr. THomas. With reference to this $8,340,716, how do you arrive 


record | at the remainder which makes the total of $9,050,000? What makes 
From | yp the difference ? 

© sig. Admiral Hogan. We had dependents in other Government hospitals 
ns on | tothe extent of 27 in addition to what we had budgeted, which came 
same | toa total of $257,000, and we had active duty and retired personnel 


; In | in other Government hospitals—Army, Air Pee , Public Health, 
ense 


ence. | and Veterans’ Administration—to the extent of 34 more than we 
’ | had budgeted for, and that came to $252,000. 

vould Mr. Tuomas. Was this put in your 1959 budget request, and if it 
[De | was not, why not? 
7 Admiral Hoean. This was the 1958 fund, sir. 
nor Mr. Tuomas. And it was turned down one time before? 
reat: Admiral Hogan. It was turned down last spring when we went up 

for our deficiency request. 
and | Mr, Tuomas. Why did you not put it in your regular 1959 budget? 
ar | I presume you had no choice in the matter. I suppose the Bureau 
ittee of the Budget directed you what to do. What was the occasion of 
sup- your coming back for a second supplemental rather than putting it in 
ons, your regular 1959 bill? 
hi Admiral Brarpstey. Our 1959 bill, Mr. Chairman, had already been 
een | Cleared by the Bureau of the Budget. This deficiency developed along 

about December, and actually came up here in about February or 
ery March, and by that time our 1959 bill had already been presented. 
ills Admiral Gumore. The hearing in the House, sir, was June 18, at 
hog. which time the 1959 budget had been submitted for some while. 
nal 
her NECESSITY FOR DEFICIENCY APPROPRIATION FOR 1958 

| Mr. Tuomas. Admiral Hogan, how important is this $9,050,000 ? 

me | . Admiral Hogan. Sir, we owe "the fiscal agent, that is, the Army, 
ne | $8,841,000 for bills paid for dependents care in civilian facilities, and 


we owe to the Army and Air Force and Public Health Service $257,- 
000 for dependents cared for in their hospitals. 

Mr. Tuomas. Making a total of what? 

Admiral Hogan. $8,598,000. Then we have $197,000 which we 
owe to civilian and Federal sources for outpatient care. 
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Mr. Tuomas. To whom do you owe this $197,000 ? 

Admiral Hogan. Civilian and Federal medical care sources, sir, in| ——~ 
cluding doctors and hospitals. 

Mr. Tomas. Scattered all over the country ? 

Admiral Hogan. Yes, sir. Outpatient services rendered and alg) —— 
to the Veterans’ Bureau, and to the Canal Zone facilities tie 

Mr. Tromas. Can you separate the money you owe to private citi. ese 
zens rather than to Government institutions? Do you owe as much ™™*' 
as $100,000 to private individuals ? 


| 





Pee erm 
Admiral Hogan. $197,000, sir. Posit! 
Mr. Tomas. Does that include the Veterans Administration? | 
Admiral Hogan. Yes, sir; and the Canal Zone facilities. Tol 


Mr. Tuomas. Therefore, how much do you owe to private doctors 


Direct of 

and hospitals? a) 
Is that $100,000, $97,000, $75,000, or what ? es 
Admiral Hogan. I will have to break that out for you, sir. Fur | % 
ther study shows that the entire $197,000 is for the cost of outpatient o 


care in civilian facilities. 
Mr. Tuomas. The big part of this, the $8,340,000, is owed to the | % 
Army? | ft 
Admiral Hocan. Yes, sir. ” 


0! 

Mr. Trromas. Well, they are good creditors, are they not ? | “ 
Admiral Hoaan. Yes, sir; they are the fiscal agents for this pro- | Deduct 
gram. ‘ 
SUPPLEMENTAL EstrmmaTEe For 1959 ian 


Program and financing 





| 





SeSSaerne 























‘1980, | 1959, 1959, increase 
iain rev ised (+) or de- 
available estimate crease (—) 
ll 
Program by activities: | Parca 15 
Direct obligstions: 
1. Maintenance and cpentin of medical treatment | 
facilities .._. a . ' $34, 197, 000 $34, 197,000 |... 2... 
2. Education and training. .-_- 3, 663, 000 5 WER Cee locukdeceee 
3. Medical services, supplies, and equipment at other a 
facilities ........ 13, 251, 000 13, 515, 000 +$264, 000 
4. Nonrecurring procurement of services, supplies, and 
a le eal oe eet on oe eine dn 2, - 000 om 2, 361, 000 +165, 000 } 
5. Medical material support _. Peoceskek terete TOR Oee |. ~---k-seate 
6. Medical care in nonnaval facilities ...--__._._.____- 32, mf ato 40, 173, 000 +7, 457,000 for 
Ts I 8. cz te buenas 920, | Ce | ere } 
8. Departmental administration................____. 2, 707, 000 2, 707,000 |._.__. aioe 
Supplemental required for pay increases........._. ; —214, 000 | .... orb +214, 00 { 
Total direct obligations. ....................-.--..-] 89,598,000 | 97,608,000 8, 100, 000 in 
Reimbursable obligations: fo 
1. Maintenance and operation « of medical treatment bo 
facilities. ____ os 22, 379, 000 22, 379, 000 
2. Education and training - Shih bb45bobemdnddennsbosdsit 411, 000 411,000 |.............. 
3. Medical services, supplies, and equipment at other 
I a a eee 575, 000 S76; GOD 1b .cncccccunes 
6. Medical care in nonnaval facilities......--.-_-.--__- 312, 000 312, 000 sae A 
Total reimbursable obligations.._............-.-- 28,677,000 | 23,677,000 |......----.... cr’ 
So ee ———————— 
Fac -acaksnncuptinncobssaqenénccdae 113, 375, 000 | 121, 37. 15, 000 8, 100, 000 
Financing: 
Advances and reimbursements from— 
ROT DOPOEEL 6 cea deh sas dckbsbdocppuewcceeseerebes 21, 127, 000 SD, 997, 0001s. ncn seiite 
. 550, 000 t] 
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: Object classification 
lee Tt to errr tt irr rae? Pie te a lt oi lie ane 











1959 1959 1959 increase 

presently revised (+) or de- 

available estimate crease (—) 
nd also eo > 
otal number of permanent positions. -..--...--------.----.-- 7, 795 P06 1. cakeckianie 
ed time equivalent of all other positions... ---..-......-.---- 1} Bee hit aewe 
te Cit). jrerage number of ll employees. .-..--.--20-—22-2-c2002 00 7,642 7,642 | o-oo 
employees at end of year. ....-.......-.--.-...-..-. , 63 TEE Li enemgecten 

service obligations: 

SE, PUN cwen ccc epetncebccwnsecocaveudennesiet $34, 327,000 | $34,327,000 |....-....-.... 
Positions other than permanent........-.-..---.--.-.-...-- 12, 000 SRO TE cence ssnnde 
n? Other personal services - ... ... <0. .ww. ce wen cgeccene-seccyee 917, 000 RNG OE Bo ane thetances 
Total personal service obligations. ...............-..--.-- 35, 256, 000 96 SO8 OER TC . ntiinnsitivions 


loctors | Direct obligations: 






























01 Personal services....-.-....- 
r ILA. © as cemicacdedbubwes 
03 Transportation of things 
04 Communication services- 
Fur. 05 Rents and utility services.. 
: 06 Printing and reproduction.................-. c 
atient | 07 Other contractual services...-....-.....-------------- 797, 43, 261.000 | 4-$4, 464, 000 
Services performed by other agencies 11, 546,000 | -+$2, 993, 000 
| Labor contracts with foreign governments. --...... 251, 000 ee ee 
to the 08 Supplies and materials............-.--.......-----...- 12, 558,000 | 12, 987, 000 +429, 000 
i i: dontnaddunalerspenint<c<scedeotmenbontetin 801, 000 WGI Wicnscintedacomiteae 
11 Grants, subsidies, and contributions. -................. 1, 641, 000 1,642,008 1-11.34... 
DE FOROS. ORG SURAMAIIOIES. 6 ins occ cb ecb eacencocecass 13, 000 BS OOF lochanedcnccnet 
Supplemental required for pay increases. -................. —214, 000 }.......--.-.-. +214, 000 
Sirs toni ota alia te nel ee hn a necceetiegneb etapa eed 89, 879, 000 97, 979, 000 8, 100, 008 
3 Po- | Deduct subsistence charges................-.----------------- 281, 000 281,000 |.---.-....-... 
| Total Givect obligutiess....... ..icccscececcdesaantuseseice 89, 598, 000 97, 698, 000 8, 100, 000 
| ——aooaS)SsobECl=El_S=SaqqL—L————SSSS|_—a_eSeEESSSSS=—=—=—=—==z 
| Reimbursable obligations: 
| Oe Perens CERNE hoa ch ih eicedbtn cd di hidonibdidioe 10, 215, 000 10, 215. 000 }.............. 
i ak to useechaceadiediat paoaerts quidehaidsdodagemiinapetnbietaapes 25, 000 SE OEe Tecmunedieniatotate 
ma 04 Communication services...............-....-.-...--.. 131, 0CO 131, 000 |-.i20 2222.25 
05 Rents and utility services............................ 574, 000 ON Nl cree 
erease 0 Printing and reproduction. .......-.......-.-.--.-.... 23, 000 gt A ee 
or de- 07 Other contractual services -............-.-.---...--..- 1, 283, 0CO 1, 208, 00011. bok ctcounis 
se (—) Oe A a 10, 716, 000 pty By Rete slept esi 
Oe NEE, os nn cei ccnccwnddusdbtcsdocbksneaaael 266. 000 26, 000 }....-......... 
— li Grants, subsidies, and contributions.................- 441, 000 A O00 6 ices 
Se Dee GEE SIUM co ducacccdicaestevepncecciocs 3, 000 Gee yok t ef 
Total reimbursable obligations...................... 23, 677, 000 23, 677, 000 oe ani 
." "a hE — |} 
ee EE 121, 375, 000 8, 100, 000 
264, 000 
165, 000 Mr. Tuomas. Turning now to the supplemental estimate, for 1959, 
47,0) | for what is the $8.1 million? Break it down for us, Admiral. 
ee Admiral Hoean. All right, sir. 
214, 000 Of the $8.1 million, we are asking a supplemental appropriation 
0,0 | in this fiscal year 1959 of $7,457,000 which is for the payment of bills 


~— | for our active duty and retired personnel and their dependents in 
both civilian and other Federal hospitals. 


bebe Mr. Tuomas. In hospitals other than Federal hospitals? 

a Admiral Hocan. Yes; in other Federal hospitals, including the 
---- Army, Air Force, Veterans Administration and Public Health, and 
aie civilian hospitals. 

ce | USE OF OTHER THAN NAVAL HOSPITALS 

on | Mr. Tuomas. Why are your people using those hospitals rather 
<< | than your own? 

8, 000 Admiral Hocan. We have a policy, sir, that we hospitalize our 


people at the nearest Federal hospital, or where there is a Federal 
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hospital, or where one Government hospital in fact services the whole 
area, such as the Army Tripler General Hospital at Pearl Harbor, 
for instance, or St. Albans Naval Hospital, N.Y. 

Mr. Tuomas. How do their costs compare with yours? This igs op 
a per diem cost of around $22 a day? 

Admiral Hocan. The Bureau of the Budget: sets that cost. They 
raised it this year. It was $21.25 when we budgeted fort his item, 
and they raised it during the year of $22.50. They reimburse ys 
for their people in our hospits ils, and we pay them $29.50 a day for 
our people in their hospitals. 

Mr. Tuomas. What is your figure of $7,457,000 made up of? 

Is that for so many patient days in other Government hospitals? 

Admiral Hogan. And dependents in Federal hospitals and jn 
civilian hospitals. 


NUMBER OF DEPENDENTS IN OTHER THAN NAVAL HOSPITALS 


Mr. Tuomas. How many are in civilian hospitals? What part of 
that $7,457,000 is for the civilians in other Government hospitals! 

Admiral Hoean. In the active duty and retired in other Federal 
hospitals the daily number increased from 866 patients per day to 
886, or a total additional cost of $2,019,330. Active duty patients 
in civilian hospitals went up from 35 variant a day to 41, and the 

rate increased from $27 per day to $36 per day. 

The rate increased from $27 per day to $36 per day ? 

Admiral Hoean. Yes, sir; and that was a total additional cost of 
$195,659 

Our dependents in other Federal hospitals—the numbers—ine reased 
from 347 to 420, and their rates increased from $27.75 to $29.25 a day, 
and that was a total additional cost of $979,204. 

Then, the big amount of this $7 million is dependents in civilian hos- 
pitals, $4,943 000. This represented an increase from 1,290 dependents 
that we had budgeted for to an average daily dependent patient 
census of 1,426. 

AVERAGE COST PER DAY 


Mr. THomas. What was the cost per day? 

Admiral Hocan. We budgeted the cost at the time at $50.25 a day, 
and this went up to $53.66 a day. 

Mr. THomas. $53 a day? 

Admiral Hocan. The average cost per day for physicians and hos- 
pital bills. 

Mr. Tuomas. Will you please break down those costs? The cost 
that you have given us is for physicians, hospital expenses, and so 
forth? 

Admiral Hogan. That is the total cost to us for the patients in the 
civilian hospitals per day. 

Mr. Tuomas. Could you break that down between hospital costs 
and physicians cost ? 

Admiral Hogan. I think we have it. Is Colonel Peatfield here ? 

Colonel Pearrietp. Yes, sir. 

Admiral Hoean. Colonel Peatfield is from the Army Surgeon Gen- 
eral’s Office of Dependents Medical Care. The Army has been di- 
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rected by the Department of Defense to handle fiscal matters including 

ocurement and negotiation of contracts for this program. 

Mr. Tuomas. For all practical purposes, this $7,457,000—this defi- 
ciency for 1959—is for naval personnel and their dependents in hos- 

itals other than naval hospitals; is that right ¢ 

Admiral Hogan. Yes, sir. 

Mr. Tuomas. So that is the lion’s share of this supplemental. for 
1959? Your total is $8.1 million, and about $7.5 million is for that. 


OTHER [ITEMS IN THE SUPPLEMENTAL ESTIMATE 


Your other item is $429,000, and that is for emergency issues of medi- 
cal supplies and equipment in support of the Navy and Marines oper- 
ating forces incident to the Far East, and $165,000 is nonrecurring pro- 
curement of services and supplies. 

How firm is this figure of $429,000 ? 

Admiral Hogan. We absorbed about $200,000 of what we spent. 
It was a little over $600,000, Mr. Chairman, which was spent on this 
item in Lebanon and Taiwan. 

Mr. Tuomas. For what is the $214,000 item’? Is that for the pay 
increase ¢ 

Admiral Hogan. Yes, sir. 

Mr. THomas. What is the $30,000 item for / 

Admiral Hocan. The $30,000 is for the 2d Marine Division to pro- 
vide for additional supplies of a nature which deteriorate on the 
shelf such as biologicals and vaccmes that we had to rush to the 
Marines who were being prepared to go to Lebanon. 

Mr. Tuomas. Do those supplies keep, or do they deteriorate? 

Admiral Hocan. They have a certain shelf life, and we rotate them. 

Mr. Tuomas. So, we figure we are going to have to just charge off 
$30,000 worth of these supplies ¢ 


COSTS OF HOSPITALS, DOCTORS AND MEDICINE 


Mr. Tuomas. Now, Colonel, will you advise us about these costs, the 
hospital costs themselves, and the doctors’ costs as well as the medical 
costs ¢ 

Tell us about these costs of $7,457,000 in the 1959 deficiency for the 
Navy personnel. Break this down for us. The admiral has already 
broken it down reasonably good, but will you please break the cost 
down now between the cost of the hospitals and the actual extra cost 
for medicine? I presume, then, that there are the good old doctors’ 
costs ? 

Colonel Pearrieip. Mr. Chairman, I am afraid that I came over here 
prepared to give a statement on a different portion of the budget on 
the medicare program than you have asked. I am not in the fiseal 
part of it. General Werseland is the Executive Director, and he is 
the one that is competent. to qualify to speak on the budget. I had 
understood that there were some questions on fees and the negotiation 
of fees. 

Mr. Tuomas. Yes: tell us about that. You are prepared to talk 
onthat. Tell us about that. They tell me you have an appendectomy 
fee of how much 4 
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Colonel Peatrtetp. The appendectomy fee, sir, would differ 
sibly with every State. There may be some States where the appen- 
dectomy fee would be the same. We do not set up a fee or a schedule 
charge for an appendectomy that is the same throughout the country, 
We negotiate these fees for each State with whom we have a contract, 

Mr. THomas. You mean an appendicitis is different in New York 
than it is in Texas? 

Colonel Peatrtetp. The physicians sometimes think it is worth more 
or less in different States; yes, sir. 

Mr. Tuomas. As far as I am concerned they can have mine, 

_ Colonel Peatrretp. We have 53 contracts in effect for paying physi- 
cians. 

Mr. Jonas. What is the range? 

Colonel Peatrretp. Well 

Mr. Tuomas. What is the variation in the range? 

Colonel Peatrietp. I would say around 

Mr. THomas. What is the cheapest and what is the highest, and 
give us the States where it is the cheapest, and the States where it is 
the highest, and then the middle State and call it by name, and give 
us the figure. 

Colonel Pratrretp. I would have to refer to some additional ma- 
terial, sir. 

Mr. Tomas. Are you in the process of negotiating any higher 
medical fees now than you had last year? 

Colonel Pratrretp. No, sir; we have completed all of our con- 
tracts with the various States as of December. 

Mr. THomas. For what year? 

Colonel Peatrretp. For the past year and for the coming year. 

Mr. Tuomas. For how long will those contracts hold good? 

Colonel Peatrretp. For 1 year. 

Mr. Tuomas. Beginning with and ending with what date? 

Colonel Peatrretp. With the calendar year. 

Mr. Tuomas. Beginning January 1, 1959, and ending December 31, 
1959? 

Colonel Peatrteip. That is right, sir, on a phased basis throughout 
the year. 

j Mr. Tuomas Was there a general increase or decrease in medical 
ees? 

Colonel Peatrretp. I am sorry, sir, but I would say I am making 
a general statement now, but I would say that physicians’ fees are in 
yeneral—this is throughout the country—up. 

Mr. Tuomas. About how much? 

Colonel Peatrtetp. About 5 percent. 

Mr. THomas. We have been told or led to believe that you are pay- 
ing $150 for an appendectomy in Washington, D. C., in Maine, in 
Vermont, and in Michigan; and for the same job the Veterans’ Admin- 
istration pays $100; is that correct ? 

Colonel Peatrtrip. I cannot speak for the Veterans, sir. 

Mr. Tomas. Well, is that fee of $150—you mean there is no more 
than a 5-percent increase in medical] fees, then, as against last year? 

Colonel Peatrtrip. About 5 percent; yes, sir. 

Mr. Tuomas. Well, can you be any more specific than 5 percent? 
Five percent “hog” round, as we would say in Texas? 
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Colonel Pearrietp. This is 5 percent across the board. I am not 
picking out appendectomies or any particular surgical procedure, but 
overall there has been about a 5-percent increase. : 

Mr. THomas. What about a uric acid test? What is the fee for 
Pe loiiel Pratrieb. I could not say, sir, on a specific test such as that. 

Mr. Tuomas. Would it create a revolution if we were to write In 
this bill that all armed services medical bills remain the same, or 
put a prohibition in the bill to the effect that there will not be an 
increase in medical services in calendar years 1959 over and above those 
in calendar year 1958 ? 

What do you think about that ? 

Colonel Pratrie:p. I am not in a position, sir, to answer that. 

Mr. THomas. You do not think the doctors would fail to render 
services to the sick because of that provision; do you? 

Colonel Pratrre. I cannot speak on that, sir. 

Mr. Tuomas. Well, when you were negotiating those fees did you 
indicate that, perhaps, the fees were high enough, or what? 

Colonel Prarririp. The fees were negotiated, sir 

Mr. Tuomas. Who does the negotiating ? 

Did you do the negotiating ? 

Colonel Pratrrretp. No, sir; I did not. I joined the office the first 

art of January, but the fees were negotiated prior to that time. I 
ai the principle behind the negotiation of these. 

Mr. Tuomas. Tell us shout it. 

Colonel Prarrrierp. ‘l-ey were negotiated .on the basis that the cost 
would be the going rate in that particular area for an income group 
of about $4,500 per year, and these fees were negotiated with repre- 
sentative groups of the medical societies of each of these States. 

The fees were negotiated procedure by procedure with some 250 
types of procedures. 





INCREASE IN MEDICAL FEES SINCE 1950 


Mr. Tuomas. How much have medical fees gone up since 1950? 
Do you have that information year by year? 

Colonel Peatrrexp. I do not have it; no, sir. 

Mr. Tuomas. Could you insert that in the record at this point? 
Can you get that information, Admiral Hogan ? 

Admiral Hogan. Yes, sir. 

Colonel Pearrrevp. I think we could probably get it. 

Mr. Tomas. We do not want you to do anything you cannot do, but 
I imagine you have that information; do you not? 

Colonel Peatrretp. I think so, sir. 

(The information requested follows :) 
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TABLE 1.—Annual index numbers, physicians’ fees 


canst -1949= 100 percent intent 





| | — 
| j 
| 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 | 1957 | 1958 1 





i | | 


All physicians ; -.-| 104.1} 108.0} 1128] 1158] 119.2! 123.3] 127.0] 1325 | 137.5 
General practitioners..___} 104.0} 108.0] 113.0/ 1180] 119.9 | 124.3] 1284] 1345] 909 
Office visits. -.... ---} 103.8 107.5 119.9 115.8 120.4 123.7 127.1 131.4 137.1 
Home visits.............] 104.3 107.7 111.0] 113.5 | 115.9 120.7 | 126.3 133. 1 138.3 
Qi. si 52-585 104.2 | 110.9 122.7 | 125.4 | 131.2) 139.8) M45) 149.8 | 155, 1 





1 September only; latest month available. 


TABLE 2.—MEDICARE: ANALYSIS OF PHYSICIANS’ Costs, 1957-58 


In comparing average physicians’ costs per claim for care completed during 
July-September 1957, after the medicare program had fairly well stabilized, with 
average physicians’ costs per claim for care completed during July— September 
1958, there is an apparent increase of 3.5 percent. This increase cannot be 
entirely attributed to an outright increase in physicians’ costs for all care. 
Part of the increase is explained by the fact that with the passage of time, 
the medicare program has experienced a steady increase in the proportion of 
maternity cases. The average physicians’ cost for a maternity case is twice 
as high as the average physicians’ cost for medical-surgical cases handled under 
the medicare program. The actual rise in the maternity care load (from 46.7 
percent during the first quarter of 1957 to 61.3 percent during the third quarter 
of 1958) has been a contributing factor in the apparent 3.5 percent increase in 
physicians’ costs. 


TABLE 3.—Appendectomy: Analysis of negotiated marimum medicare fees’ 


Lowest fee (Colorado and Wyoming)__---__-_____- scalitip-uitomesadeiesecaitasees $125. 00 
Highest fee * (Illinois and Minnesota *)___-..______-_-_-_-__-- 175. 00 
Most common fee (in 35 contracts *)__._..-_._-_-__-_. 150. 00 
I et cath etn eh ea sie one ee beeen esas —pnes 150, 38 


1 All medicare fees represent maximum allowances. Physicians are expected to charge 
their customary normal fee in the locality in which they practice for a family with income 
of $4,500 per annum or less. 

2 Excludes Alaska. Maximum fees negotiated for Alaska are higher than any other 
State in consideration of the higher cost of living in the area. Maximum fee in Alaska, 
$210. 

*The average fees paid in these States have ranged between $153 and $157 

#53 separate contracts are in effect. 


NECESSITY FOR SUPPLEMENTAL, 1959 


Mr. Tuomas. Admiral, what would happen to you if you did not 
get this money? We intimated a while ago that the Army is a good 
creditor. 

Admiral Hoean. We are talking about different ones. One is the 
deficiency for 1958, and the other is the supplemental appropriation 
for this year. 

Mr. Tuomas. We are talking about 1959 now. 

Admiral Hocan. This would seriously handicap us, sir. We would 
have to decrease our civilian employment in our hospitals, and this 
would decrease the number of patients we could admit. 

Mr. Tuomas. No; the Army has already paid this bill, and you have 
the Army over the ‘barrel here for $7.5 million out of a total bill of 
$8.1 million. 

They are good creditors, again; are they not? 

The colonel has no « omplaint. He is not mad about it. 
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Admiral Hogan. We cannot by the direction of Congress—as you 
had in last year’s conference committee report certain language—spend 
any more money than has been appropriated in this program this 
year, of $23-million-odd. So, this medical care in civilian facilities b 
civilian doctors would have to be discontinued about the end of Arik 
We are running out of money. 

Mr. THomas. You mean haoidé people would not continue to take care 
of your people unless you pay them; is that it? 

Aamirat eiidak. We would have to tell them we could not pay 
them, sir. 

Mr. Tuomas. Mr. Rooney, do you have any questions ? 

Mr. Roonry. How wide is this difference between States on the 
cost of an appendectomy ? 

Colonel Peatrietp. Major Berrey actually negotiated some of these 
contracts and he may be able to throw a little light on what actually 
took place. I would like to have him answer that question, 

Major Berrey. What was the question, sir. 

Mr. Roonry. How wide is the difference between States on fees for 
appendectomies ? 

Major Brerrey. The fee for an appendectomy is not too wide a 
range. 

Mr. Rooney. I said how wide? 

Major Berrey. I[ can get that information for you. 

Mr. Rooney. The testimony up to now is that there has been a dif- 
ference ; now I am inquiring as to how wide a difference. 

Major Berrey. That information I could furnish, sir. 

(The information was supplied on p. 364.) 

Mr. Roonry. We have not had an answer to a single question asked 
up to now, as far as I can see. 

When you were negotiating these contracts, Colonel, or your prece- 
dessors were negotiating these contracts, was the scale of the Vet- 
erans’ Administration taken into consideration in arriving at them? 

Colonel Peatrtetp. I am not in a position to say; I do not know. 

Mr. Rooney. Does anyone know ? 

Colonel Pratrretp. I am sure that it was probably considered, but 
I do not know how much it was taken into consideration. 

Mr. Rooney. That is all. 


AMOUNT OWED TO PRIVATE HOSPITALS 


Mr. Bo.anp. Item 6 on the $7,457,000 in the supplemental, how much 
of that is owed to private hospitals ? 

Admiral Hogan. $4,243,000, sir, to both private hospitals and 
civilian physicians, 

Mr. Botanp. So, really, there is not so much owing to the Army 
or to nonnaval facilities, but actually the lion’s share of this amount 
is owed to private institutions; is it not ? 

Admiral Hogan. Yes, sir, but through the Army as fiscal agent. 

Mr. Botanp. That isall. Thank you. 
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BASIS FOR ESTIMATE FOR AVERAGE COST PER DAY 


Mr. Jensen. Admiral, did I understand that in some cases the 
Navy pays as much as $50-plus for Navy personnel and their de. 
pendents who go into these private hospitals ? 

Admiral Hogan. Sir, it averages out—the number of people we 
have now—to approximately 426 dependents in civilian hospitals 
daily under civilian physicians’ care. and these bills are submitted, 
perhaps, 2 months following the completion of the treatment, after 
they are paid by the local contractors such as the Blue Cross or Blue 
Shield or Mutual of Omaha, the insurance agent. These bills are 
then submitted to the Army who is the fiscal agent for this whole 
program for the Army, Air Force, Navy and Public Health Service, 
and they pay these contractors, and then they submit to the Navy our 
part of this total bill. 

Mr. Jensen. I understand. 

Admiral Hocan. Then we divide up how many daily patients this 
represents into how much we pay, and this has averaged out at $53.66 
per patient day this past year. 

Mr. Jensen. Is that due to the fact that the agencies of the mili- 
tary—the Navy, the Army and the Air Force—do not have adequate 
facilities to take care of these people? 

Admiral Hogan. Yes, sir. 

Mr. Jensen. That is, the military personnel and their dependents? 

Admiral Hocan. That is partially true. Either the dependent is 
living away from an area where we have military medical facilities 
available, or there are so many dependents in an area that the facilities 
are inadequate either by number of personnel giving the services or 
the number of beds in that facility to take care of the total population 
there. 

Mr. Jensen. Admiral, does this mean that a private citizen, gener- 
ally speaking, who enters the hospital, and is kept there for a number 
of days or weeks pays as much as $50 a day? That includes, I pre- 
sume, surgical operations ? 

Mr. Tomas, That includes his doctor’s bill also. 

Admiral Hogan. That includes everything—nursing, drugs, and 
everything spent on that patient whether he is there 3 days or 30 days, 
and this has averaged out at this price. : 

Mr. THomas. That includes medicine, X-rays, doctors’ bills, room 
and board, and everything? 

Admiral Hosan. Yes, sir. You asked, Mr. Chairman, a while ago 
about the breakdown between doctors’ fees and hospital costs. About 
53 percent of the moneys we spend on this program in the civilian 
communities goes to doctors and 47 percent approximately to the 
hospitals. ‘ 

Mr. Tuomas. It is about 50-50, then ? 

Admiral Hoean. Yes, sir. 


AVERAGE COST IN MILITARY HOSPITAIS 


Mr. Jensen. Do I understand that the average cost to the taxpayer 
of America in a comparison of your military hospitals is about $23 
or $25 a day against some $50 a day in private hospitals? 
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Admiral Hocan. For our dependents in an Army hospital, or an 
Air Force hospital, we reimburse them and they reimburse us for the 
dependents we take care of at $22.50 a day. That cost is set by the 
Bureau of the Budget. 

Mr. Jensen. How is that: figure arrived at? 

Admiral Hocan. I want to correct this. I am sorry. 

I was looking at the active duty rate. On dependents in other Gov- 
ernment hospitals, it now is $29.25. It was jumped about $2 a day. 
The Bureau of the Budget determines that figure and gives it to us. 

Mr. Jensen. What comprises that. $29 and some cents? Does 
the pay of all of the personnel have anything to do with the running 
of the hospital, the nursing, and such ? 

Admiral Hoean. Yes, everybody; civilian personnel, grounds, med- 
icine, military personnel, food, equipment, drugs, bandages, anes- 
thesia agents, and everything that goes into the cost of that hospital 
is included in that $29 and some cents. 

Mr. JensEN. I can understand that a private hospital has to buy an 
awful lot of equipment. They also have to amortize the cost of the 
hospital and have to pay interest on the capital investment. 

I presume that would make up some of the difference. 

Admiral Hocan. Yes, sir. 

Mr. Jensen. Thank you, Mr. Chairman. 

Mr. Tuomas. Thank you very much gentlemen. 


PROVISION FOR PREPARATION FOR DISPOSAL OF SURPLUS PROPERTY 


Admiral, do you want to justify your general provision right quick ? 

Admiral Brarpstey. Yes, sir. 

I have been asked by the Department of Defense to request that 
section 611 of the Department of Defense Appropriation Act, 1959, 
Public Law 85-724, be amended by deleting the figure $49 million in 
the first line and inserting in lieu thereof, $55 million. 

This is in connection with the preparation for disposal of surplus 
property. I would like the privilege at this time to insert in the 
record a full justification of this need. 

(The material referred to follows:) 


Inventory of surplus and excess property 


{In thousands] 


Estimated Estimated 
June 30, 1959 | June 30, 1960 


June 30, 1956 | June 30, 1957 | June 30, 1958 | Dec. 31, 1958 








aoe =| scar) sr 


caine = == ‘ wnat 
DOD total.| ieiimatdind $2, 383, 518 $4, 175, 446 +4, 313,810 | $5, 200, 000 $6, 000, 000 


ee 668, 471 767, 339 renee) «6 OO Oa LL. Iie scatenenien 
ee 506, 197 853, 360 at.” 6 Le... Beets ers 
Air Force.._____. 390, 257 762,819 | 1, 102, 245 953, 366 2 wre 


87458—59——-24 
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Generations of surplus and excess property 


{In thousands} 


j j ” OSGTE Tee a 











Fiscal year Fiscal year First 6 Estimated Estimated 
1957 | 1958 months fiscal year fiscal year 
1958 1959 i 
- > > ees ae Se ee ee ee SE ERES ees 
DOD total... $5, 025, 614 $7,953,472 | $4, 383, 874 $9, 000,000 | $10, 800, 000 
Army. § . 784, 970 2, 897, 546 1, 893; 528 | scan 
Navy... hb poe ibaa 1, 733. 681 2, 894, 386 | 1,456,777 | * 
Air Force 1, 506, 963 2, 161, 54 833, 569 
Disposals of surplus and excess property 
{In thousands] 
“ —— hr 1s - ) pepeenilie : eatin 
Fiscal year | Fiscal year | First 6 Estimated | Estimated 
1957 | 1958 | months | fiscal year fiscal year 
1958 1959 1960 
celal hahah niatindrgienaghenmndieitasars Tat Danie tea 
DOD total................| $4,077, 359 | $6, 044, 77! | $4,079,712 | $8, 000, 000 $10, 000, 000 
Re Ak to 1, 661, 017 2,422,800 | ‘1, 478, 068 7 
MUM nnn ita cnee one 1,346,501 | 1,840,995 | — 1, 631, 242 | 
Alp Wores........ tid thanad 1, 069, 841 | 1, 780, 890 | 970, 402 |___- . 
Proceeds from sales 
{In thousands] 
Fiseal year | Fiscal year First 6 Estimated | Estimated 
1957 1958 months fiscal year fiscal year 
} 1958 1959 1960 
; 
Se OO ce da --} $192, 054 $200, 732 $100, 754 $225, 000 $250, 000 


During the first half of fiscal year 1959, the surplus disposal program has been 
greatly accelerated in line with this committee’s expressed desires for a vigorous 
program for eliminating such materiel from the military supply systems. 
Expenses of the program during the first 6 months were $27.8 million, or 57 
percent of the $49 million limitation on reimbursements for the expenses of the 
program. Last year, at the same time, expenses were only 44 percent of the 
annual limitation. In order to finance the program during the remainder of 
fiscal year 1959 at the high level achieved during the first half, an increase of 
$6 million in the limitation is required. 

Supporting financial and program data is as follows: 


Status of fiscal year 1959 limitation on reimbursements for expenses 


{In thousands] 


Obligation 
Limitation through 
| Dec, 31, 1958 


| ee piatewcice adhd tele babe wits eu $49, 000 | $27, 798 
semanas +e Pe Mltnatnawasinins yecaaeue 22, 000 | 12, 530 
Navy ae : a ‘ anda ; 14, 000 | 7, 892 
Air Force “ 13, 000 7, 376 
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MY. THomas. What about section 615 ? 

Admiral Brarpstey. I do not know anything about that. I am 
not prepared to talk about that at all, just 611. 

I know that you are in a hurry to get away but this is the money 
that you are letting us use to get rid of the scrap and surplus thereby 
reducing the total inventories. 

Mr. Tuomas. How much money is involved in it? 

- Admiral Bearpstey. The increase is $6 million for this purpose. 
It will reduce our inventories for all three services. 

Mr. Tuomas. Is it urgent or should it go into the regular bill ? 

Admiral Brarpstry. No, sir. It is urgent this year. For example, 
in the Navy we have a large program for getting rid of old ammu- 
nition. 

Mr. Tuomas. This does not require any appropriation. It is just 
a language change. 

Admiral Bearpstey. Just a language change. 

Mr. Taser. How much will you gain ? 

Admiral Brarpstey. As far as the Navy is concerned, I believe we 
generate between $30 million and $40 million that goes into “Miscel- 
janeous receipts” every year. 

Mr. Tuomas. Under the GSA Act you dispose of that ? 

Admiral Brarpstey. This is new language that you inserted last 
year and under which you permit us to use up to $49 million. 

I imagine all of the Department.of Defense generates $100 million 
over and above costs that goes into the U.S. Treasury. 

We are faced with the scrapping of a lot of ammunition from 
World War II and we have this type of program—— 

Mr. Tuomas. It gets rid of a lot of junk and saves storage space 
and everything. 

Admiral Brarpstey. Absolutely, and it puts more money in the 
Treasury, too. 

Mr. THomas. Thank you a lot. 
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Tuourspay, Fresrvuary 26, 1959, 
DEPARTMENT OF THE AIR FORCE 


WITNESSES 


MAJ. GEN. J. J. NAZZARO, DIRECTOR OF PERSONNEL PLANNING, 
DEPUTY CHIEF OF STAFF, PERSONNEL 

BRIG. GEN. J. G. MERRELL, DEPUTY DIRECTOR OF PERSONNEL 
PLANNING, DEPUTY CHIEF OF STAFF, PERSONNEL 

COL. ROBERT. I. FLETCHER, DEPUTY DIRECTOR OF BUDGET, COMp. 
TROLLER 

COL. DERRYFIELD N. SMITH, CHIEF, BUDGET BRANCH, DIRECTo. 
RATE OF PERSONNEL PLANNING, DCS/PERSONNEL 

LT. COL. R. H. COOK, DEPUTY CHIEF, PROGRAM BRANCH, DIREC. 
TORATE OF PERSONNEL PLANNING, DCS/PERSONNEL 

BRAINARD S. CHARLTON, CHIEF, MILITARY PERSONNEL BRANCH, 
DIRECTORATE OF BUDGET, COMPTROLLER 

LT. COL, HARRY E. KOCH, ASSISTANT FOR CONGRESSIONAL LIAISON, 
DIRECTORATE OF BUDGET, COMPTROLLER 

MAURICE H. LANMAN, JR., ASSISTANT GENERAL COUNSEL, DE- 
PARTMENT OF DEFENSE 


Miurrary PERSONNEL 


Program and financing 





1950 presently} 1950 revised Increase 
available | estimate 
| 
} 
Program by activities: | 
Direct obligations: | 
1. Pay and allowances--_- puaqecbascbacea--aghaybooks \$3,! 522,121,000 |$3,549,661,000 | +-$27, 540, 000 
2. Subsistence in kind_.-- ’ 133, 250, 000 133, 250, 090 a 
3. Movements, permanent change of station. __- 262, 705, 000 | 262, 705, 000 ree) A 
eee one ef wets ------| 4,997,000 |” 5, 285° 000 +288, 000 


|}—_—__—"---—} 


| 


padtadecs Cie. Sigent ----|8, 923, 073, 000 |3, 950, 901, 000 | +27, 828, 000 





Total direct obligations 


Reimbursable obligations: 








APar ene aowmenes... .....<. 55)... ~........ Si S 4, 400, 000 | 4, 400, 000 

2. Subsistence in kind - ----| 28,000,000 | 23,000, 000 

3. Movements, pe rmanent change of station. - 325, 000 $36,000 3 «.. ...s.e 

SET TNIEN noc eentubbocemecs = 225, 000 225, 000 asooaial 
Total reimbursable obligations -- _- b sadisnsccinie saci | 95 50, 000 1, 950, 000 | oe 
Total obligations..........._- oa 13, 951, 023, 000 (3, 97 8, 85 1, 000, +27, 828, 000 

Financing: 
Advances and reimbursements from— | 
Other accounts are _.| —11, 930, 000 | —11, 930, 000 | 
Non-Federal sources (123 Stat. 108) - = iclacioeacel —16, 020,000 | —16, 020, 000 


———-_—__-| — ~——} -—-_-—_ -—- —— 


New obligational authority. ................. -|3, 923, 073, 000 |3, 950, 901, 000 -+-27, 828, 000 
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Object classification 


ee ee rte toe see ee ee eee ee eee 
1959 presently} 1959 revised | 1959 increase 











available estimate 
————————eeV_e.. CUT 
Direct obligations: 
@1 Personal services: Military. ..-............--.------.- $3,425,422,000 |$3,449,361,000 | +-$23, 939, 000 
te SRL cane tna tnbcningeenbhannanei 183, 796, 000 3, ) aes 
03 “Transportation of things. ..............-.....-..-..--- 52, 606, 000 52, 606, 000 |--............ 
06 Rents.and_utility.services................-....--....-- 33,625, 000 387025, 000;) .............- 
oy Other contractual services. ~.........,......-.........- 32, 559, 000 hf a 
08 Supplies and materials.._.................-..---.-.--- 133, 250,000 | 133,250,000 |.......-...... 
OS ES ee eae 10, 336, 000 10, 336, 000 |_..-- Anthelanaiie 
11 Grants, subsidies, and contributions-_.--...........-- 19, 000 IO F tis JZ. 
12 Pensions, annuities, and insurance claims----........- 4,312, 000 4, 600, 000 +-288, 000 
ns atin nici ated sleet estan aoete aig henge werereree ean 666, 000 ag fl CO A 
15 Taxes and assessments.............--.--2--.---..2 2... 46, 482, 000 50, 083, 009 +3, 601, 000 
Total direct obligations. ___............__-..........|8, 923, 073, 000 |3, 950,901,000 | +27, 828,000 
Reimbursable obligations: 
, ©1 Personal services: Military -.-........-.....--.----.--- 4, 400, 000 4; 400000 55 sssce ne 
Rn nck ch ene Rkakabashennsinnasciell 550, 000 BEE Bon cnncgocenene 
08 Supplies and materials..............-.....--.- Fisnndet 23, 000, 000 23, 000,000 }...........-.. 
aeons tienen ah aitaniensenemeettiant 
Total reimbursable obligations....................-- 27, 950, 000 97; WU 1... ecbel ccs 
Total obligations........................-.....-..-.-|3, 951, 023, 000 /|3, 978, 851, 000 | +-27, 828, 000 








Mr: Tuomas. General Nazzaro, do you have a statement? 
General Nazzaro. Yes. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, my purpose in ap- 
eree before you today is to review the significant developments 
which have made it necessary to request a supplemental appropria- 
tion for the fiscal year 1959 military personnel program as provided 
in House Document No. 58. In this brief review, 1 will present first 
the new and unforeseen developments, which had a direct impact on 
the military personnel costs for fiscal year 1959. These developments 
included new legislation enacted subsequent to the passage of the 
Appropriation Act of fiscal year 1959 (Public Law 85-724). Sec- 
ondly, I will present an analysis of the financial reprograming neces- 
sary to carry out the fiscal year 1959 military personnel program. 
This reprograming was necessary notwithstanding all of the economy 
actions which the Air Force has taken to reduce the deficiency. As 
indicated in the “green sheets” before you, the funds initially made 
available in the fiscal year 1959 military personnel appropriation 
totaled $3,923,073,000. The revised fund requirements are now esti- 
mated at $3,950,901,000, or an increase of $27,828,000, which is the 
amount included in this supplemental request. 


NEW DEVELOPMENTS INCREASING FISCAL YEAR 1959 MILITARY PERSONNEL 
COSTS 


The basis for the supplemental request is illustrated on this chart 
(chart A). Shown are each of the developments with the associated 
increased costs to the military personnel appropriation. The first of 
these developments was the result of the international crises in the 
Middle East and the Far East. The Air Force during this period 
was authorized to maintain strength to assure mission capability. 
Consequently early release of military personnel as initially planned 
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in the fiscal year 1959 program was suspended. The resulting over- 
strength amounted to an unprogramed 2,000 man-years at a cost, of 
$6 million. 

The second development was the social security amendment of 1958 
(Public Law 85-840) enacted subsequent to the Appropriation Aet 
for fiscal year 1959 (Public Law 85-724). This amendment increased 
the contributions for social security of Air Force military personne] 
effective January 1, 1959. This oa social security contribution 
increased military personnel costs in fiscal year 1959 by. $3,601,000, 

Thirdly, in accordance with section 617 of Public Law 179, 834 
Congress, the Secretary of Defense authorized an increase in the 
commuted rations rate for airmen from $1.10 to $1.15 per day, effee- 
tive January 1, 1959. This 5-cent-per-day increase is estimated to 
raise fiscal year 1959 military personnel costs by $3,100,000. 

Finally, there have been significant increases in the dependency 
and longevity factors directly affecting the pay and allows ances. of 
military personnel. For example, the number of military personnel 
who are married and the average size of their families has risen 
sharply in the last 18 months. To illustrate, 11.6 percent of the 
airmen in the grade of first class had three or more dependents at 
the time the initial fiscal year 1959 military personnel budget was 
computed. In comparison to this, the latest sample survey shows 
this group has increased to 17.1 percent. This dependency factor 
directly affects the quarters allowance entitlement of military per- 
sonnel. Translated to dollar terms, this allowance for all airmen 
has increased from an average of $474 per year, as contained im the 
initial budget estimate, to $562 per year as currently being ex: 
perienced. 

Another example illustrates the cost impact of the inerease in 
average longevity. Again, I refer to airmen in the grade of first 
class. At the time of the initial fiscal year 1959 budget estimate, 
9.5 percent of this group had between 6 and 8 years’ total service. 
At the present time, 21 percent of this group have between 6 and 
8 years’ service. As a result of this increased longevity factor, the 
average yearly base pay for all airmen increased over this period 
from $1,984 to $2,061. 

The combined effect of these higher dependency and longevity 
factors for airmen and officers results in an increase cost of $15. 
127,000 for the pay and allowances of military personnel in fiscal 
year 1959. 


REPROGRAMING ACTIONS FOR THE FISCAL YEAR 1959 MILITARY 
PERSONNEL PROGRAM 


Because of the increased fund requirements, resulting from the 
new and unforeseen developments just discussed, the Air Force has 
carefully evaluated possible economy actions it can take to decrease 
personnel costs. Examples of personnel actions now being. imple- 
mented to achieve this objective are as follows: Procurement. of 
non-prior-service airmen has been phased later in the year to save 

man-year costs. Prior-service-airmen procurement was reduced from 
14,000 to 8,7000. The recall and direct appointment of officers ‘has 
been rephased to later in the year. The early release program for 


noneareer airmen has been extended from 2 months to 4 months) 
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Also, the early release of noncareer officers has been increased from 
g months to 12 months, if such officers become surplus due to unit 
moves, inactivations, and oversea rotation: Br 

The financial reprograming of the fiscal year 1959 “Military per- 
sonnel” appropriation is summarized by budget. programs on this 
chart (chart B). This revision imceorporates the economy actions 
which have been taken. 

The most significant adjustment. necessary is the increase of pay 
and allowances by $27,540,000. The increase in this budget program is 
related directly to the new developments which were enumerated on 
the previous chart (chart A). No adjustment was necessary for sub- 
sistence in kind and for permanent change of station travel costs. 
A relatively small increase of $288,000 is necessary for other personnel 
costs. This is due primarily to an increase in the number of military 

rsonnel participating in the mortgage insurance program which is 
related to the increase in the dependency factor, previously mentioned. 

After making these adjustments, there is a net requirement for 
supplemental funds of $27,828,000 to finance the fiscal year 1959 mili- 
tary personnel program now estimated at $3,950,901 ,000. 

This $27,828,000 represents the net deficiency remaining, notwith- 
standing the economy actions which the Air Force has taken to reduce 
military personnel costs. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. We will insert page 5 of the justifications. 
(The justification referred to follows :) 


NARRATIVE JUSTIFICATION 


The supplemental estimate for this appropriation in the amount of $27,828,000 
is required to carry on the approved Air Force military personnel program for 
fiscal year 1959 which provides for programed end-year strength of 850,000 and 
man-years of 858,787. The estimate represents the net additional amount re- 
quired to cover increased requirements in the programs “Pay and allowances’ 
and “Other costs” which cannot be offset by funds made available from reduced 
requirements in other program areas of the appropriation. Increased costs 
in these two programs have occurred because of the following reasons: 

1. The higher active duty strength authorized the Air Force in support of 
the Middle East and Far East situation has resulted in increased costs under the 
“Pay and allowances” program by $6 million. 

2. The additive social security cost generated by legislation (Public Law 85- 
840) enacted subsequent to passage of the fiscal year 1959 appropriation act has 
increased fund requirements under program “Pay and allowances” by $3,601,000. 

3. An increase in the commuted ration rate from $1.10 to $1.15 per day, to be 
authorized effective January 1, 1959, pursuant to section 617, Public Law 179, 
83d Congress, increases costs by $3,100,000. 

4. The higher dependency factors and increased years of service by grade 
which were not anticipated have resulted in higher average pay and allowances 
per grade than were provided for in the appropriation act, thereby increasing 
costs by $15,127,000. 

Mr. Tuomas. You are asking for $27,828,000, and it is all for mili- 
tary personnel and is broken down into four items. We are going to 
ask you for detailed justifications on your first three items. You have 
done very well on your fourth, but we want to know how you came 
not to anticipate this last year. You knew that these boys were going 
to stay in the service; that they were not going to leave you. You 
know that the American boys are having larger families. 
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OVERSTRENGTH DUE TO INTERNATIONAL CRISIS 


Let us go to the first item, “Overstrength authorized to maintain 
mission capabilities during international crisis in the Middle East 
and Far East,” $6 million. How do you arrive at that $6 million fig. 
ure? How much of that is guesswork ? 

General Nazzaro. We arrived at it by estimating the number of peo- 
ple who should have been early released that were not early released 
when this crisis developed in the Far East and in the Middle East, 
We permitted the commanders to retain the people until they com- 
pleted their overseas enlistments and tour. 

Mr. THomas. The Air Force has a lot of money. You can absorb 
this without hurting anybody, and none of the boys will miss a payday, 

General Nazzaro. It is a small amount, Mr. Chairman. However, 
this could have been absorbed under normal conditions, but we did 
not have a normal year with the increased cost factors. 

Mr. Tuomas. What was your original program? Put that in 
the record at this point, and how many men Kia you have to retain on 
account of the Middle East and Far East situations ? 

General Nazzaro. We will insert that in the record. 

(The information requested follows :) 


The overstrength that has‘been experienced through the suspension of early 
release has been in the airman area as shown in the following table: 





Month Airman Actual Over- Month Airman Actual Over- 











program strength strength program strength strength 
I scertocpanein 734, 900 736, 078 1,178 || November__.-! 718, 860 724, 956 . 006 
August...... 727, 460 733. 097 5, 637 December. . . 714, 570 716, 321 1,751 
September... 725, 500 728, 683 |. 3, 183 || Jamuary-...-. 713, 370 715, 606 2, 236 
October...... 725, 130 728, 396 3, 266 





Mr. Tuomas. Do you have the figure handy ? 

General Nazzaro. Our program was to reduce from 875,000 to 
850,000. 

Mr. Toomas. Twenty-five thousand ? 

General Nazzaro. In a period of 1 fiscal year. 

Mr. THomas. Have you let the 25,000 go now? 

General Nazzaro. No, sir. We are. in.the process of doing that. 
Weare now going down to about 852,000. 

Mr. Tuomas. As a matter of fact, you can get along without $6 
ra It is not going to make or break the Air Force either way; 
1s it 

General Nazzaro. If it were a normal year we could handle the 
$6 million within our own resources. However, the cost factors actu- 
ally would require more than $15 million. We have taken action 
to reduce our deficiency. 

Mr. Tuomas. Was the original cost $15 million ? 

General Nazzaro. The cost factors, I believe, if we absorbed this 
$6 million, would have amounted to more than $15 million. 

Mr. THomas. You have absorbed already $9 million ? 


General Nazzaro. We have absorbed by actions that we have 





taken 


Mr. Tuomas. How long do you figure you are going to keep these 
boys over and beyond the original plan or schedule—6 or 7 months? 
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General Nazzaro. Twomonths. 

Mr. Tuomas. Two monthsat atotal costof what? $15 million? 

General Nazzaro. Ata total cost of $6 million. 

Mr. Tuomas. I thought you said that you absorbed $9 million ? 

General Nazzaro. We absorbed some deficiency by virtue of dou- 
bling the early release time subsequent to the date that the Office 
of Secretary of Defense told us we could start reducing again. We 
are now releasing airmen 4 months prior to the time they complete 
their enlistment rather than 2 months. 


RISE IN SOCIAL SECURITY RATES 


Mr. Tuomas. “Higher social security rates,” $3,601,000. How did 
youarriveatthat? That is your social security ¢ 

General Nazzaro. Social security ; yes, sir. 

Mr. Tuomas. When was the act passed? Year before last; was 
itnot ? 

Colonel Smiru. It was the 27th of August. 

Mr. Tuomas. Last year? 

Colonel Smrru. Five days after the passage of the Appropriation 
Act last year. 

Mr. Tuomas. Last year ? 

Colonel Smirn. Yes, sir. 

Mr. Tuomas. And what did that act do for the military personnel ? 

Colonel Smiru. That act increased the maximum base for social- 
security purposes from $4,200 to $4,800, and it increased the contribu- 
tion from 2.25 to 2.50 percent per month. 

Mr. Tuomas. The Air Force has to pay the soldiers’ contribution ? 

Colonel Smiru. Yes, sir. 

Mr. Tuomas. And, of course, as a mathematical calculation there 
is not much room for guesswork, is there? 

Colonel Smiru. That is correct, sir. 


HIGHER RATIONS RATE 


Mr. Tuomas. Was this increase in rations here from $1.10 to $1.15 
across the board ? 

General Nazzaro. You mean.for.the. Department of Defense? 

Mr. Tuomas. Yes. 

General Nazzaro. Yes, sir. 

Mr. Tuomas. Of this $3 million, did any of that come about by 
virtue of the Korean war, or were your ration costs increased by virtue 
of that? 

General Nazzaro. No, sir; this was an increase subsequent to the 
Appropriation Act passage, and became effective January 1, 1959. 

Mr. Sonaen, You mean it is not effective yet ? 

General Nazzaro. Yes, sir; it was effective January 1. 

Mr. Tuomas, The first of 1959? 

General Nazzaro. Yes, sir. 

Mr. Tuomas. And this had nothing to do with the Korean situa- 
tion? It was a general increase, servicewide, was it not? 

General Nazzaro. It was throughout-the Department of Defense. 

Mr. Tuomas. For what period of time is this $3.1 million going to 
cover ? 
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General Nazzaro. It will cover from January 1 to July 1, 1959. 

Mr. Tuomas. What is the status of your account there now? Do 
you have some unexpended funds, or unobligated funds ? 

You are not obligated right up to the hilt; are you, in your supply 
funds ¢ 

Mr. Cuarttron. Mr. Chairman, through January, we have obligated 
$2,329,701,000, or 59 percent obligated. 

Mr. THomas. You mean in all your funds for supplies and materials 
and everything, or what ? 

Mr. Cuaruron. That figure represents the obligations under the 
military personnel appropriation which provides for pay, clothing, 
subsistence, and PCS travel. 

Mr. Tuomas. Do you buy this food through the Army ? 

Mr. Cuartron. This is our own food; yes, sir, through the stock 
fund. 

Mr. THomas. Doesthe Army procure this for you ? 

Mr. Cuartron. They procure it through the single-manager process 

Mr. Tuomas. The Army is the procurer ? 

Mr. CHaruTon. Yes, sir. 

Mr. Tuomas. Do you have plenty funds in the stock fund? 

You do not really need this money at this time; do you 4 

Mr. Cuaruron. This is a case of reimbursing the stock fund on 
a consumption basis. 

Mr. Tuomas. The stock fund is not going broke if you do not put 
this money in there now, is it ’ 

Mr. Cuaruron. No, sir; it would not go broke now. 

Mr. THomas. What I am trying ae is this: If you waited and got 
it in the regular bill 30 or 60 days from now, it will not amount to a 
hill of beans? You have to have money to feed the troops and no 
one will deny that. 

HIGHER COST FACTORS 


Mr. Tuomas. Will you please break down this next item, which 
is in the amount of $15,127,000, for pay and allowances of military 
personnel ? 

You state: 

The higher dependency and longeyity factor for airmen and officers results in 
an increased cost of $15,127,000 for the pay and allowances of military personnel 
during fiscal year 1959, which were not anticipated and resulted in a higher 
average pay and allowance per grade than was provided in the appropriations 
act, which increased the bill by $15,127,000. 

How much money is in the fund already? You have plenty to pay 
this; have younot? It isa debt that you are going to have to pay, and 
pay it when it isdue. There is no argument about that. You do not 
want to shortchange any of your troops. 

How urgent is this item of $15,127,000? 

General Nazzanro. It is urgent to the point that if we do not get 
this supplemental we will have a deficiency in fiscal year 1959. The 
general breakdown of the $15 million is approximately $9 million 
required for higher longevity factors. The balance of $6 million is 
due to higher quarters allowance costs directly related to the higher 
dependency factors. 

Mr. Tromas. How much is in the Pay and Allowance Act now? 
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“Mr, Cuartton. Mr. Chairman, we currently have available in the 
pay and allowances program $3,526,521,000, including $4,400,000 an- 
ticipated reimbursements. 

Mr. THomas. $3,526,521,000? 

Mr. CHARLTON. Yes, sir. 

Mr. Tuomas. Well, ‘this little $15 million, if you put that in there, 
it would get lost, and you never could find it. 

Mr. Cuartton. It would appear that way, but that is not exactly 


‘true. 


Mr. Tuomas. Well, go ahead and explain it. If you have to have 
it, you have to have it. How ever, if you can lay over for 60 or 90 
days without hurting anybody, can you not do that? 

Mr. Cuartton. This is a 1-year appropriation, sir, and we have 
these men on board and we pay them and feed them each month. The 
obligation is incurred each month. No deferral of these obligations 
are possible. 

Mr. Tuomas. What is the obligation on a monthly basis, say be- 
ginning in February? What will it be? 

Mr. Cuartton. It is running around $300 million a month. 

Mr. Tromas. $300 million, and you have only 4 months left, and 
you have $3.5 billion. You will have a surplus. You will have a 
$0.5 million at the end of fiscal year in your pay and allowance 
account ¢ 

Mr. Cuartron. No, sir. 

Mr. THomas. Is my arithmetic a little too quick ? 

Mr. Cuaruton. I believe it is a little off, sir. There are 5 months 
remaining for obligation. 

Thank you, gentlemen. It is nice to have seen you. 

General Moore, we thank you and we apologize to these gentlemen 
for the little slip which occurred yesterday. We got a little mixed 
up yesterday, and there was no occasion for it. We take the blame 
for calling you back. We are sorry. 


LANGUAGE CHANGE 


General Moore. Mr. Chairman, we have a general provision on 
page 26 of the document which currently pertains only to the Air Force 
which reads as follows: 

GFENERAL PROVISION 

Sec. Section 615 of the Department of Defense Appropriations Act, 1959, 
is amended, effective January 3, 1959, by adding the words “or in Alaska” after 
the words “outside the United States’’. 

Mr. Tuomas. We have already put Alaska in the Union. I thought 
they were already in the Union, General Moore. 
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General Moors. But we have seven officers who are up there who 
are being deprived of pay.. Mr. Chairman, Mr, Lanman has about a 
5-minute statement. 

Mr. Tuomas. We would be delighted to hear him- 

Mr. Lanman. Mr. Chairman, this is an amendment to section 615 
of the Department of Defense Appregriaien Act of 1959, and it 
is necessary to permit a small number of military personnel stationed 
in certain parts of Alaska to continue to receive flight pay after 
January 3, 1959, which was the date of admission of Alaska into the 
Union. 

Under a provision which has appeared in the Department of De- 
fense Appropriation Act since 1954—— 

Mr. Tuomas. Mr. Lanman, may I interrupt you? 

Do you not think you had better go before the legislative com- 
mittee and let them do this legislating for you ? 

Mr. LanmMan. Normally they do help us, Mr. Chairman, but, how- 
ever, since this provision is now contained in the Defense Appropria- 
tion Act and since it was included by the Appropriations Committee 
> apply to all of the services in the Department of Defense, we feel 
that—— 

Mr. Tuomas. What is the urgency for it? Could you wait for 
about 2 or 3 weeks ? 

Mr. Lanman. It would be most difficult, and almost impossible 
from a practical standpoint to amend a provision of the Defense 
Appropriation Act such as this through the legislative committee’s 
processes, Mr. Thomas. 

Mr. Tuomas. Go ahead. 

Mr. Lanman. Under this provision which has appeared in the De- 
partment of Defense Appropriation Act since 1954, military personnel 
whose particular assignment outside the United States makes it im- 
practical to participate in regular and frequent aerial flights have 
continued to receive flying pay, even though they are unable to fly 
the hours required by current regulation 

Mr. Tuomas. Mr. Lanman, you would not call that an appropria- 
tion, would you? 

Mr. Lanman. Insofar as the technique under which the Appropria- 
tion Act 

Mr. Tuomas. Oh, if you are going to put it on that basis, we cannot 
argue with you. 

Mr. Lanman. The section we propose to amend is an economy 
provision, Mr. Chairman, actually in order to—— 

Mr. nen: Well, you need the language. That is what you are 
saying 

r. Lanman. That is correct. 
Mr. Tuomas. You need it to take care of what? 
Mr. Lanman. Seven officers on duty—— 
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Mr. Tuomas. Seven flying officers, and this is a part of the Appro- 


priations Act? 
Mr. Lanman. That is correct. MRSS 
Mr. Tuomas. It is purely 100 percent legislating, and we will see 


what we can do for you. 
Mr. Lanman. Thank you, Mr. Thomas. 
May I leave this statement with the reporter 
Mr. Tuomas. Put it all in the record. 
Mr. Lanman. Yes,sir. Thank you. 
(The statement referred to follows :) 


This amendment to section 615 of the Department of Defense Appropriation 
Act, 1959, is necessary to permit a small number of military personnel stationed 
in certain parts of Alaska to continue to receive flying pay after January 3, 1959, 
the date of admission of Alaska into the Union. 

Under a provision which has appeared in Department of Defense Appropriation 
Acts since 1954, military personnel whose particular assignment “outside the 
United States” makes it impractical to participate in regular and frequent aerial 
flights have continued_to receive flying pay, even though they are unable to fly 
the hours required by current regulations. Conditions in certain parts of Alaska 
are such that a few qualified members are unable to get in the flying time neces- 
sary to qualify for flying pay. 

Since Alaska no longer is “outside the United States,” it is necessary to amend 
section 615, effective January 3, 1959, to specifically include Alaska, if these 
members are not to lose their flying pay after January 3, 1959. This conclusion 
is based upon a decision by the Comptroller General construing a statute con- 
taining substantially similar language. 

The President in his budget message for fiscal year 1960 has also recommended 
language necessary for the Department of Defense Appropriation Act for fiscal 
year 1960. 


Mr. Tromas. General, I apologize again to our distinguished 
friends, It is nice to have seen you. 

General Moore. Mr. Chairman, if I may say off the record 

(Discussion off the record. ) 

Mr. Tuomas. Thank you very much. 
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TuHurspay, Fepruary 26, 1959, 
DEPARTMENT OF COMMERCE 
WITNESSES 


OFFICE OF THE SECRETARY 


GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


MARITIME ADMINISTRATION 


CLARENCE G. MORSE, MARITIME ADMINISTRATOR 

ADM. WALTER C. FORD, DEPUTY MARITIME ADMINISTRATOR 
RICHARD P. GODWIN, NUCLEAR PROJECTS OFFICER 

LOYAL C. FISHER, BUDGET OFFICER 


PATENT OFFICE 


ROBERT C. WATSON, COMMISSIONER OF PATENTS 

A. W. CROCKER, FIRST ASSISTANT COMMISSIONER 

MAURICE A. CREWS, ASSISTANT COMMISSIONER OF PATENTS 
C. A. KALK, DIRECTOR OF ADMINISTRATION 

D. R. ELLIS, HEAD, BUDGET AND FINANCE DIVISION 

R. L. FRANZ, HEAD, BUDGET BRANCH 


NATIONAL BUREAU OF STANDARDS 


ROBERT S. WALLEIGH, ASSOCIATE DIRECTOR FOR ADMINISTRA- 
TION 

N. L. CHRISTELLER, CHIEF, BUDGET DIVISION 

HOWARD CHAPMAN, DIRECTOR, CONSTRUCTION DIVISION, PUBLIC 
BUILDINGS SERVICE, GENERAL SERVICES ADMINISTRATION 


Mr. Tuomas. The committee will please come to order. 

We have with us this afternoon our friends from the Department of 
Commerce. 

Who has a statement for us? 

Mr. Moore. I havea very short statement. 

Mr. THomas. You may proceed. 


GENERAL STATEMENT 


Mr. Moore. Mr. Chairman and gentlemen of the subcommittee, we 
are here today in support of supplemental estimates of appropriations 
for the current fiscal year, contained in House Document No. 58, 86th 
Congress. These estimates total $12,695,793 of which $2,290,500 is for 
increased pay costs enacted by Public Law 85-462. In addition, there 
is requested a change in the limitation for the nuclear-powered mer- 
chant ship now under construction, but not involving any additional 
appropriation. 

None of these estimates represent new or expanded programs. 
Rather, as you will see, they result from circumstances beyond the 
control of the activities involved and which could not be foreseen at 
the time the 1959 appropriations were enacted. The additional 
amounts requested were anticipated in the totals reflected in the Presi- 
dent’s budget, and will not exceed the expenditure estimates in that 
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document. Representatives of the Maritime Administration, the Pat- 
ent Office, and the National Bureau of Standards are here with me, 
and are prepared to furnish information on each estimate in whatever 
detail you may desire. 


MaririmMeE ADMINISTRATION 


At this time I would like to present Mr. Clarence Morse, Maritime 
Administrator. 

Mr. Tromas. He needs no introduction. He is well and favorably 
known to everybody. It is nice to have you all here. 

The Maritime Administration has four items before the committee: 
Ship construction, operating-differential subsidies, salaries and ex- 
penses, and State marine schools. 


Suiep CoNstTRUCTION 


Turning to the first item, we have the proposed language for ship 
construction. 

We will insert pages 3 and 4 of the justifications in the record at 
this point. 

(The pages follow :) 


PURPOSE AND NEED FOR LANGUAGE 


Under the Second Supplemental Appropriation Act, 1957, an additional $18 
nillion was appropriated to the Maritime Administration under this head for 
the design and construction of the NS Savannah. Funds for the nuclear power- 
plant were budgeted separately by the Atomic Energy Commission. 

The Comptroller General has advised that the appropriation language as ap- 
proved limits the amount available to the Maritime Administration for construct- 
ing the NS Savannah to $18 million. 

Every effort has been made to effect the construction of this ship within this 
amount. In so doing, many desirable and, to a degree, essential features were 
omitted so as to avoid any unnecessary delay in the project. Stabilizers, included 
in the initial design of the NS Savannah were deleted because of budgetary 
limitations. The importance of stabilizers as a safety factor in this “first” 
nuclear-powered merchant ship necessitates this request to provide language 
which will permit costs in excess of $18 million for the NS Savannah by repro- 
graming funds previously appropriated for ship construction activities. 


JUSTIFICATION 


Throughout the entire Savannah project, safety of the crew, the ship, and the 
general public is of first concern. Steps have been taken to assure accomplish- 
ment of this objective to the extent possible within the imposed limitation of $18 
million. Stabilizers, the primary purpose of which is to provde a greater degree 
of safety, are precluded by this limitation. 

Normally, prototype reactor plants are constructed on land where considerable 
technical information becomes available prior to installation of such plants in 
ships. In the Savannah case, in the interest of economy, the prototype is to be 
installed directly into the ship with the. intention of performing experimentation 
during the ship’s early operating life. In all probability the Savannah nuclear 
powerplant cannot be brought to full power at dockside, therefore much of the 
necessary testing must be done at sea. Further, the testing of new and im- 
proved components will be carried out during much of the ship’s early life. Since 
much of this testing must be done at sea under conditions which cannot be pre- 
dicted, utmost care must be exercised to assure a stable ship condition in this 
initial period. 

The importance of complete reliability of the control system cannot be over- 
emphasized. It is by necessity a complex system designed for rapid, dependable 
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response under all expected conditions. It is essential that it be operable at al 
times. When the ship is rolling, there is undoubtedly a greater chance for mal- 
functioning of the control rod drive than when the ship is stable. Stabilizers 
would substantially improve the working conditions for the control rod drive 
and thus add to the ship’s safety. 

A second condition which stabilizers would improve is the fact that integrity 
of the reactor system must be maintained at all times to prevent the spread of 
radioactive contamination. The Savannah reactor system is of course designed 
with this in mind, but the problem is much greater than for a central station 
reactor where space is not a premium, nor mobility a factor. Heavy components 
and intricate piping in a confined space as on the Savannah, impose involved 
arrangement and support problems. If ship motion can be minimized, there is 
much less chance of there being excessive strains in the system which could 
cause hazardous leaks or ruptures. 

When more experience has been gained in nuclear-powered ships, it is expected 
that same of the safety factors being built into the Savannah will not be needed; 
until this time has been reached, however, it is believed unwise not to include 
those practical features such as stabilizers which add to the overall safety of 
the nuclear aspects of the ship. 

It is estimated that $700,000 will be required for installation of stabilizers on 
the NS Savannah. Supplemental language permitting this amount to be made 
available by reprograming funds previously appropriated for ship construction 
activities is required to provide for construction and delivery of the stabilizers 
prior to loading fuel on the ship. Deferral until a later date will result in 
excessive costs due to special handling of the nuclear fuel. 


OPpeRATING-DIFFERENTIAL SUBSIDIES 


Program and financing 





1959, 1959, | 1959, increase 
presently revised | (+) or de- 
available | estimate | crease (—) 

Program by activities: 1. Payment of subsidies (total obliga- 
tions) $120, 360, 887 | $130, 360, 887 +-$10, 000, 000 
Financing: Unobligated balance brought forward___ 4 — 360, 887 —30, 887 | Senses 
New obligational authority__________ aace----------| 120,000,000 | 130,000,000 | +10,000 
” , , 
Obligations by objects 
1959, 1959, 1959, increase 
presently revised (+-) or de- 
|} available estimate crease (—) 





— — ne _———_____ ———— 


Object classification: 11 Grants, subsidies, and contributions | $120, 360, 887 | $130,360, 887 | +-$10, 000, 000 
| ' 


Mr. Tuomas. The next is for operating-differential subsidies. 
We will insert pages 7 and 8 in the record at this point. 
(The pages follow :) 


MARITIME ADMINISTRATION 
(H. Doe. 58) 


Operating-differential subsidies 


ceria eel ee ee a) $10, 000, 000 
at 120, 000, 000 
Obligations to December 31, 1958_.........._....__.______ 64, 782, 460 
Expenditures to December 31, 1958_________ apa iaaiteisaeete walksite 64, 782, 460 


Budget estimate next fiscal year____.___________ et Sb : 130, 000, 000 
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PURPOSE AND NEED FOR THE SUPPLEMENTAL FUNDS 


Operating-differential subsidies, paid under authority of title VI of the Mer- 
chant Marine Act, 1936, as amended, are designed to place the operators of 
American-flag ships in an equitable position, as to certain operating costs, with 
the foreign-flag ship operators with which they compete. Since cargo rates of 
American Operators, the source of income, must be competitive with those of 
foreign operators which have much lower costs of operation, the American 

rators could not continue to maintain scheduled services without a means of 
offsetting the considerably higher costs. The Government pays the difference 
between the costs of operating the subsidized American-flag ships and compara- 
able foreign-flag ships, operating over the same essential trade routes, on five 
major elements of ship operating cost: Wages (officers and crew), subsistence 
(officers and crew), maintenance and repair, voyage stores, and insurance. In 
return for this payment, the operators agree, among other things, to maintain 
regularly scheduled services Over the specified routes and to provide for the 
replacement of obsolete vessels by vessels suitable to conversion as naval auxil- 
iaries or otherwise useful to the United States in times of emergency. 

The requested supplemental of $10 million represents an additional amount 
currently required over and above cash on hand on December 31, 1958, to meet 
the obligations of the Government for payments due the subsidized operators 
gnder the provisions of long-term subsidy contracts. 

The requested funds will make $65.5 million available for the last half of 
fiscal year 1959. These funds are required to meet obligations of approximately 
$11.9 for final 10 percent payments through calendar year 1953 and to some 
operators for calendar years 1954 and 1955; and $52.8 million for the cur- 
rent payments for the last quarter of calendar year 1958 (October—December) 
and the first quarter of calendar year 1959 (January—March). 

The need for the additional funds arises primarily from the following: 

1. Every effort is being made to liquidate the backlog of final payments from 
prior years. The audit of final accountings for prior years is progressing most 
satisfactorily. In several cases final payments through calendar year 1955 have 
been made. Only two operators have not submitted vouchers for calendar years 
1948-53. However, indications are that final payments for these operators will 
be made during the current fiscal year. Final payments to date through calendar 
year 1955 have been made to three operators, and through calendar year 1954 to 
two operators. 

2. Present trends in current quarterly payments indicate that profits for cal- 
endar years 1957 and 1958 are slightly less than the 1956 actuals (which was 
used as a basis for subsequent year estimates at the time the 1959 estimate was 
prepared), thus resulting in a reduction in recapture and an increase in subsidy 
payable. In addition it appears that rising costs to the operators on subsidiz- 
able items of expense have created higher subsidy accruals than the actual 1956 
costs used in preparing the budget estimate. 

As a result, payments for the 1959 fiscal year are approximately $10 million 
above the amount estimated in the budget. 


JUSTIFICATION 


Quarterly payments to operators are made on a cumulative basis. The esti- 
mated subsidy accrual is determined by multiplying the domestic cost of sub- 
sidizable items of expense for each operator by the subsidy rates for each item 
approved by the Federal Maritime Board for each calendar year. The result 
(subsidy accrual) represents the Government’s maximum liability. The 
estimated accrual, however, is subject to change as later rates are approved by 
the Board. For example, if the latest rate approved for a particular item for a 
specific operator is a 1956 rate, this rate is used as a basis for making payments 
against calendar years 1957 and 1958, or until such time as rates applicable to 
these years are established. When such rates are established, an adjustment is 
effected in subsequent quarters to give effect to whatever increases or decreases 
are reflected in the later rates. The latest rates upon which most payments will 
be made during the remainder of fiscal year 1959 will be 1955 and 1956 rates. 

The amount of subsidy payable is determined by deducting from the subsidy 
accrual the estimated Government’s share of the recapturable profits on a cumu- 
lative basis—that is 50 percent of cumulative profits in excess of 10 percent of 
the onerators’ capital investment. This estimated amount is withheld from 
payment. 
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In making payments to the operators it is current policy to pay up to 75 percent | 
of the estimated subsidy accrual or 90 percent of the estimated payable, which. | 
ever is the lesser. In those cases where the initial advance payment is for 75 
percent of the subsidy accrual, an additional advance payment of 15 percent js 
made as soon as the expense items subject to subsidy have been audited pro- 
viding a final rate has been established for the year for which the payment js 
being made. 


Mr. Tuomas. You are looking for $10 million for the operating 
differential subsidies. 

You say in your justifications that the requested funds will make 
$65.5 million available for the last half of fiscal year 1959. You had 
$120 million last year, and when we used to put these limitations on 
you, you had $60 million. How you have grown. We used to argue 
over $60 million right in the same chair where you are sitting now, 
The chair has not grown, but look how you have grown, from $60 
million to $130 million in that length of time. Times do change, do 
they not, Mr. Administrator ? 


CALCULATION OF SUBSIDY RATES FOR FREIGHT SERVICES 


We will insert pages 9 and 10 of the justifications in the record at 
this point. 
(The page referred to follows :) 


The calculation of subsidy rates for freighter services is on a fairly current 
basis. In general the following rates for freighter services are approved for 
payment of subsidy : 

Calendar year 1956, wages rates, all operators. 

Calendar year 1956, subsistence rates, all operators. 

Calendar year 1956, maintenance and repair, all operators. 

Calendar year 1955, stores, supplies, and expendable equipment, all operators.’ 

Calendar year 1956, hull and machinery insurance, all operators. 

Calendar year 1956, protection and indemnity insurance, all operators. 

The final 10 percent for any calendar year is not made until all rates for 
subsidizable items have been approved for the respective calendar year and final 
audits have been made of the operators’ accounts for that year. 

In arriving at total cash requirements for the balance of fiscal year 1959, the 
following indicates the amount presently available and amounts required to cover 
estimated billings: 


Ne en nee cameepesceneumunprenin aenunon = 
Expenditures through Dec. 31, 1958: 
Vouchers for periods prior to calendar year 1958_ $12, 098, 524 
Vouchers for 2d quarter calendar year 1958 


$120, 360, 887 





C-SI Si ch iia ene secdcile tials” Sey Mousey anaes 
Vouchers for 3d quarter calendar year 1958 
Ca NIE 9 en sai bits Seige ered ches eeseren ele 26, 244, 563 
—- 64, 782, 460 
Balance available Dec. 31, 1958____- dni connmniaaatadeiaiaptaned ro 55, 578, 427 
Unpaid vouchers on hand Dec. 31, 1958: Vouchers for 
periods prior to calendar year 1958___-------~-- 2, 408, 476 . 
Unobligated balance Dec. 31, 1958__---- hides. cmmaesattine 53, 169, 951 





1 Final rates approved; effective Jan. 1, 1956, the FMB determined that this item was 
was no longer to be considered as a subsidizable item of expense. 
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youchers to be submitted for payment fiscal year 


1959 : 
Final 10 percent payments calendar year 
I Sk Sie alas ch haiecnies dh eee in orci aesereteatn ey $7, 369, 951 


Payments up to 90 percent for calendar year 1956_ — 3, 000, 000 
Fourth quarter calendar year 1958 


(October-December) ~.--.---------------.~- 26, 400, 000 
First quarter calendar year 1959 
CTR UAR eR GRONS Vist Wicte nn nna mone nmog seas 26, 400, 000 . 
———_————_ $63, 169, 951 
Tobe) |‘ POQuedits sane onic icin ews apepemiinchanieadene 10, 000, 000 


No provision is made in this estimate nor is cash requested for the following: 

1. Payment of any subsidy earned subsequent to March 31, 1959. These 
youchers would not be submitted until after the beginning of fiscal year 1960. 

9. The making of 10 percent final payments (100 percent of subsidy payable) 
to the various operators for any calendar year subsequent to 1954, although in 
some instances such payments have been made throuzh 1955. 


Mr. Tuomas. Let me read this into the record : 

The calculation of subsidy rates for freighter services is on a fairly current 
pasis. In general the following rates for freighter services are approved for 
payment of subsidy. 

Calendar year 1956, wage rates, all operators. 

Calendar year 1956, subsistence rates, all operators. 

Calendar year 1956, maintenance and repair, all operators. 

Calendar year 1955, stores, supplies and expendable equipment, all operators. 

Calendar year 1956, hull and machinery insurance, all operators. 

Calendar year 1956, protection and indemnity insurance, all operators. 

Which one is lacking ¢ 

Mr. Morse. Stores, supplies and expendable equipment, 1955. 


FORESEEABLE LIMIT FOR SUBSIDY 


Mr. Tuomas. What is going to be the foreseeable limit to this op- 
erating differential subsidy in the next 5 or 6 years ? 

Mr. Morse. It depends entirely upon the voyage limitations. About 
$200 million a year appears to be the maximum, assuming that the 
Board approves all pending applications. 

Mr. Tuomas. In other words, you go up about $70 million more ? 

Mr. Morse. Yes. The accrual will be about $200 million a year. 

Mr. Tuomas. There will not be much difference between the payable 
and the accrual. 

Mr. Morse. They will come closer and closer together. 


VOYAGE LIMITATION 


Mr. Tomas. How many voyages will that $200 million give you? 
What is the limitation now ‘ 

Mr. Morse. $200 million would be about 2,600 voyages. The pres- 
ent limitation is 2,295, 

Mr. Tuomas. You will go up to 2,600? 

Mr. Morse. That is the maximum request pending. 

Mr. Tuomas. At an annual cost of $200 million? — 

Mr. Morse. Yes. 
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NEW SHIPS 


Mr. Tuomas. How many new ships will we get built for that? 

Mr. Morse. That will be the replacement of an additional 140 jp 
excess of the 310 that are now subsidized and replaceable. 

Mr. Tuomas. How many are you going to get built 

Mr. Morse. 140, in addition to those now subsidized. 

Mr. Tuomas. How many have been built in the last 10 years? 

Mr. Morse. As you know, most of the ships are World War II built 
ships, and there has been no urgent reason to replace them in the 
last 10 years. During calendar year 1958 we contracted for 19 new 
cargo vessels. 

Mr. Tuomas. If there was not any need for them, then why the need 
for the subsidy? The whole subsidy hung on the pr oposition of build- 
ing new ships for national defense. You did not build any new ships, 
so why did you not stop paying the subsidy ? 

Mr. Morse. Building new ships was only a part of the 1936 act’s 
requirement, as you know. 

Mr. Tuomas. Do not assume that I know too much. 


SraTe MarINnE ScHooLs 


We will take up now State marine schools. 
Please insert pages 13 and 14 in the record at this point. 


(The pages follow :) 


Program and financing 





1959, 1959, | 1959, increase 
presently revised | (+) or de- 
available estimate crease (—) 

Program by activities } 
1. Grants for State marine schools . $190, 000 $190, 000 bog Sieiietal 
2. Uniforms, textbooks, and subsistence of cadets 320, 200 317, 71 ~$2. 500 
3. Maintenance and repair of vessels bs a 149, 800 ; +-37, 500 
Total obligations ee : = 660, 000 695, 000 | +35, 000 
Finaneing: New obligational authority - ----. 660, 000 695, 000 +-35, 000 


Object classification 


I b 1959, i959, increase 
presently evised +) or de- 


ivailable estimate crease (—) 
07 Other contractual services _- $149, 800 $187. 300 +-$37, 500 
11 Grants, subsidies, ind contt ibutions 510, 200 17. 700 ~2 500 


Total obligations 660, 000 695, 000 +-35, 000 
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STATE MARINE SCHOOLS 


st: 
See aitional DR iciene de mmeiears eae Rngu teal marca tga apace goes $35, 000 
Transfer between limitations___._...---.-..----------------.- 2, 500 
III os csassiasnaibicinsiain meianiaiiibtaite scat aia le ities at 37, 500 
Appropriation to date____~------------------------------------ wane 17: O UU 
Obligations to Geen Cee eee ene neni omamennaioatao nial aeienenaa 344, 468 
Expenditures to Dec. 31, 1958_------------------------------------ 246, 257 
Budget estimate next fiscal year_.-.......---------~~--~------------ 1, 110, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The purpose of this supplemental request is to cover the cost of purchase and 
installation of 400 tons of permanent ballast aboard the SS. State of Maine 
(ex-H.S. Comfort), cadet training vessel. 

For several years the appropriation for State marine schools has provided 
only $149,800 for the maintenance and repair of the four training vessels on loan 
tothe States. Since the language stipulates this amount as a ceiling, each school 
must perform the annual drydocking and repairs for no more than $37,450, 
regardless of the condition of the vessel and the extent to which repairs must be 
made in order to place the vessel in class. This amount is no more than adequate 
for normal voyage repair and it is impossible to cover the cost of this unusual 
requirement within the limitation. 


JUSTIFICATION 


The requested funds are necessary to comply with the revised temporary 
stability letter issued by the United States Coast Guard valid only for the 1958-59 
winter season. The Coast Guard, in a letter of December 3, 1958, stated that at 
the end of this period “a minimum of 400 long tons of additional solid ballast at 
a vertical center of gravity of not higher than 5.4 feet above the vessel’s molded 
baseline is required to be installed to provide the flexibility in liquid loading 
deemed necessary to efficient operation of the vessel.” It is further stated that 
additional ballast may be necessary to offset the vessel's apparent limited evap- 
orator capacity for fresh water ballast production, particularly if the vessel is 
to engage in transatlantic voyages. The final amount of ballast is to be agreed 
upon at which time the commandant of the ship will be advised. When the 
required solid ballast has been installed, a revised permanent stability letter for 
the vessel will be issued. 

In view of this action it is deemed essential that the funds herein requested be 
provided in order that the school ship may be available to carry forward the 
required academic training. 

The estimate of $37,500 has been developed on the following basis: 


I rePCnI IU Ra ws eesicinenes sb enevinsenooenenian $18, 705 
weprication of fraines to: contaih: ballast... ~~... ccc 8, 750 
Rea OO POGLT EINE, MADIOINCD) WOO no vit ecm meigniiiniet 10, 000 

RI RIO Se ass capes mann eanmannngnagnllolin ys MEd icelle 37, 500 


It is proposed to place 500 tons of solid ballast aboard the vessel instead of the 
400 tons minimum Coast Guard requirement. The additional ballast would thus 
eliminate the restriction against transatlantic voyages in which the vessel may 
participate. 

There are 223 cadets enrolled in this school and it is essential that every safety 
precaution possible be taken to assure that not only do the cadets receive the 
best training possible but that it be done under ideal conditions. The criticism 
which might result from not taking minimum action as required by the Coast 
Guard to comply with regulations to place the ship in proper class makes this a 
matter which cannot be deferred. In view of the limited funds available for 
normal maintenance and repair it is of paramount importance that the requested 
funds be provided to cover this deficiency. 

Of the total requirement, $2,500 will be made available by transfer of savings 
in uniforms, textbooks, and subsistence allowances to the vessel repair limitation. 


Mr. Tuomas. This deals with the Maritime Administration in the 


amount of $37,500. You have four State maritime academies in 
Maine, California, New York, and Massachusetts ? 
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Mr. Morse. That is correct. 

Mr. Tuomas. For Maine, $37,500 on a ship owned by whom? 

Mr. Morss. The United States Government. 

Mr. Txomas. And loaned to them ? 

Mr. Morse. Their school. 

Mr. THomas. We loaned them the ships? 

Mr. Morse. That is right. 

Mr. THomas. And now we are going to fix it up? 

Mr. Morse. It is a part of our assistance to the State maritime 
schools. 

Mr. THomas. We cannot deny that. If you fix it up in Maine here 
will come New York, Massachusetts, and California. 

Mr. Morse. They have ships of good quality. 


Mr. Tuomas. Did they pay for it, or did the Federal Government 
pay for it? 


Mr. Morse. We paid for most of it. 

Mr. Tuomas. From your regular repair money. What do we allow 
a year for the repair of ships? 

Mr. Forp. $35,000. 

Mr. Tuomas. And this is in addition ? 

Mr. Forp. This is an additional item. 

Mr. Tuomas. They are going to have to come back, the other three? 

Mr. Forp. They do not require this. This is a special one-time 


Ee 
r. Tuomas. Mr. Ford, they do not require it today. They may 
require it next year when they see that Maine gets this $37,500. Do 
you not think that that will help them require it’ ? 

Mr. Morse. That will be an inducement to them. 

Mr. Tuomas. You are getting practical now. 


SALARIES AND EXPENSES 


Program and financing 





| 1959, 








| 
| 1959, | 1959, increase 
presently | revised (+) or de- 
available | estimate | crease (—) 
| 
Program by activities: 
1. Administrative expenses sl leeeiaa aan mea $7, 632, 500 OF, COR. M08 Bi doudswcseneie 
2. Maintenance of shipyard facilities................--.--- 705, 450 | 740, 450 | +$35, 000 
3. Operation of warehouses ---.....-........-.-----.---- , 714, 650 | 714, GBD |..20<;<sbasdene 
4. Maintenance of reserve training station -_-...........-- | 36, 900 | Be loon ncasceuiink 
en campenennnce aa, 6, 241,000 | 6, 206, 000 —35, 000 
6. 1959 program obligated tn 1958__.._- punahie dddwubiguceyaal —218, 282 218,283 |... shene 
ne nuccenenenemenet EEE Nacceecusuueied +8065, 500 
SS oR LE ie a TS | 14, 306, 718 | 15, 112, 218 +805, 500 
Financing: 1959 appropriation available in 1958_.............- 218, 282 | 318, 208 |2....1:k ee 
New obligational authority. .......................-....- 14, 525, 000 15, 330, 500 -+-805, 500 
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Object classification 






































ee 
1959, 1959, 1959, increase 
presently revised (+) or de- 
available estimate crease (—) 
sacededieerng enema peragemmneamntbietnimeptinitie diene 
MARITIME ACTIVITIES 
Total number of permanent positions...................-.-.-- 2, 209 2, 209 j.... 
Full-time equivalent of all other positions | 1 1 
Average number of all employees. _-........-...--.--.- 23 2, 055 2, 055 
Number of employees at end of year. ._...-.---.-...-.-.-.--.-- | 1, 861 1, 861 
01 Personal services: 
Permanent a citadsicanines wacenatmiamilaa bee eeiae $12, 363, 700 $12 G08) NO Bo 
Positions other than permanent... -.._........._-----.| 5, 000 i isicncebdintieniiaas 
I I ennai 131, 700 BOR, FON Bcccenitecns 
Total personal services. .............-.........2s<.-- 12, 500, 400 + SRO ivecesssemees 
RD, < cethlencihit A SE ees ae oe ee 109, 800 | PE Cniconmtieninceites 
i a eeeportation Of thingie. odbc dn ce cecdsewin ou | 54, 600 ABO hie Ain cde 
oO COPCIee. i. sk ivsbdiliesececktilibcae 158, 000 | PE EnincedGstndsicns 
oe eemen Gnd WEIS Y Serviced... ksbcn nese cc co ceee se 362, 000 SN Bs 
Iu TI SU nt ems 54, 400 eT th .. cicdctatatieeiiaity 
i Gener Comtractum: Ger vieee.. nc ccc cc ccc cecee 405, 750 410, 750 +$5, 000 
Services performed by other agencies und subi ee 67, 950 | 000 4... 
I SEE Oe i ntwliseesione 528, 948 523, 948 —5, 000 
Pe 0 FOE 2 iS akc pilawben cae 57, 770 > ly 9 RE <P PS a 
ll Grants, subsidies, and contributions._................__-- 784, 400 706000 haces sesh 
13 Refunds, awards, and indemnities....................-_.. 8, 800 Si SUE Mince nieasteiaiiiteats 
15 Taxes and assessments.................... Bs Sab se5e.. 19, 400 80000 Bek ives enn 
I i les | wn a cae +805, 500 
I IN On ee 14, 306,718 | 15, 112, 218 +805, 500 
| ' 





Average salaries and grades 








987 acta 1957 actual ost actant | 1958 etoat 1958 actual | 1980 estimate 
| 
| 


General schedule pode: 
I re $6,115 $6, 188 $6, 936 
Average grade_ 343 SO saat don aN GS-8. 0 GS-8. 1 GS-8. 2 





Ungraded positions: Average salary .. by sdk ek? ae $4, 260 $4, 697 $4, 756 








Mr. THomas. Now, we take up salaries and expenses. 
We will insert pages 18 and 19 in the record at this point. 
(The pages follow :) 


SALARIES AND EXPENSES 


ala allsb ienccirnten een aeeiaaieamnnianaeiallle $805, 500 
OL EDL LILLE A ENN Pte RE ta $14, 525, 000 
Gueacions to Bec: Ol: 1006s Se. ede nis $7, 606, 977 
IIS RE EOS oa a cos are cavemen ati dieoenisionen $7, 163, 510 
Dedset- estimate next fiscal yearui3 6 oe ws ich nn eel coae $14, 070, 000 
Employment: 
Average number current appropriation___.______--_-_---.----~-- 2, 055 
Number involved this estimate._.......--.____-_.-L_.._--.-- 0 
Actual employment Dec. 81, 1008............. 22-4455 seo 2, O75 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


1. To cover the cost of pay increases granted by Public Law 85-462, Federal 
Employees’ Salary Increase Act of 1958, $770.500. 

2. To cover cost of repair of hurricane damage to buildings at the Wilmington 
Shipyard, $35,000. 


1. Pay increases granted by Public Law 85-462, $770,500 


Analysis of additional costs attributable to Public Law 85-462 indicate a gross 
cost of $805,500, the amount shown in the 1959 column of the 1960 budget estimate 
as the supplemental requirement for 1959. However, since preparation of that 
document, savings have developed in the other objects costs of the reserve 
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fleet program which have resulted in reducing additional appropriation require. 
ments for pay raise costs by $35,000. 

There is no possibility of absorbing any part of this supplemental withoyt 
making substantial reductions in employment above that already planned. 

During the year, this appropriation has had to absorb $25,000 in salary increages 
granted scientific and engineering personnel, and $135,000 in salary increases 
granted the wage board personnel. The estimated requirement gives full effect 
to reductions being made during the latter half of this fiscal year in the mainte 
nance of shipyards, warehouses, training station, and reserve fleet programy ip 
order to bring these programs down to the reduced level planned for fiscal year 
1960. 

The following table indicates the distribution of the additional funds betweep 
the three limitations within the appropriation : 





Net 
Increase | amount for | Additional! Change 
Activity in 01 and payment Net appropria- | (+) or (-) 
related | toother | absorption tion from 1960 
costs | appropria- | required budget 
| tions 
Administrative expenses | $656, 500 | $1, 000 | Je} 067, 800} 32 
Shipyards, warehouses, and training | ; 
Stations _. .. . 57, 000 ime 57,000 | a 
Reserve fleet expenses c 91, 000 tea a $35, 000 58, 000 —$35, 000 
a | — —_ —| — 
Total salaries and expenses_ ab ‘804, 500 | 1, 000 35, 000 770, 500 | —35, 000 
| 


2. Hurricane damage repairs, $35,000 

Hurricane Helene, on September 27, 1958, caused considerable damage to the 
roofs of buildings at the Wilmington, N.C., shipyard. Approximately 100,000 
square feet of roofing on 5 buildings must be either totally replaced or exten- 


sively repaired. In addition, less extensive roof repairs and patching must be 
done on several additional buildings. 


Consideration is now being given to declaration to the GSA of the four re 
serve shipyards as surplus. However, if such a decision is reached, Maritime 
will continue to have responsibility for the maintenance and protection of the 
properties for a period up to one year from the date of the declaration. In view 
of the foregoing, the repairs should be made as soon as possible to prevent fur- 
ther damage to the buildings and structures and to provide protection from the 
elements of costly machinery and materials stored in some of the buildings. 


Mr. Tuomas. This is for salaries and expenses of the Maritime Ad- 
ministration. You have two items in here. 

The shipyard got the roof lifted off at Wilmington, N.C. Can we 
repair that for $15,000? 

fr. Morse. Our best estimate is $35,000. I think our answer is 

“No”, 

Mr. Tuomas. The Pay Act is $770,500. How much of that have 
you absorbed, or is that the total bill ? 

Mr. Morse. We are absorbing $195,000 above that. 

Mr. Tuomas. What was the total bill then ? 

Mr. Morse. $965,500. 

Mr. THomas. You have broken the record, then, have you not? 

Mr. Morse. We hope to. We are being squeezed in every direc- 
tion. 

Mr. Tuomas. Did you take it from Pay Act money? Where did 
you take it from? Did you take it from other objects? How did you 

absorb the $195,000 ? 

Mr. Fisuer. The major share of that is for wage board increases, 
and we have just had to absorb it. 

Mr. Tuomas. Is that in here? 

Mr. Fisuer. Yes. 
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Mr. THomas. Where? 
Mr. Fisuer. On page 18, the final paragraph. 
Mr. THomas. You are right and I am wrong. One hundred and 
thirty-five thousand dollars is wage board ? 
Mr. Fisuer. Yes. 
Mr. Tuomas. So you have not absorbed any of the Pay Act 
increase ? 
Mr. Fisuer. $35,000. 
Mr. Tuomas. There is a lot of difference between that and $200,000. 
Mr. Fisuer. It is $60,000. It is $25,000 for the scientific and engi- 
neering personnel and $35, 000 in other funds. 
Mr. Tuomas. What was your entire Pay Act increase? Do not 
ive me the wage board. 
Mr. Fisner. $830,500. 
Mr. Tuomas. How much have you absorbed? You state up here 
it is $805,500. 
Mr. Fisuer. That is exclusive of the $25,000 for the pay raise for 
the engineering and scientific personnel. 
Mr. Tuomas. Do you have $25,000 for that? 
Mr. Fisuer. Yes. 
Mr. Tuomas. You have adsorbed of the pay raise for your scien- 
tists and your regular civil service employees $60,000? 
Mr. Fisuer. Yes. 
Mr. Tuomas. And your total base was $830,500 ? 
Mr. Fisuer. That is right. 
Mr. Tuomas. In addition to that you have $135,000 wage board ? 


Mr. Fisuer. Right. 
Patent OFFICE 


SALARIES AND EXPENSES 


Program and financing 





- 1959,'™ 1959, 1959, increase 
presently revised (+) or de- 
available estimate crease (—) 





pm by activities: 
. Administration of patent and trademark system _..-| $16, 578, 000 $16, 578, 000 |.....-.--.-.-- 


2 Printing and publication of patent and tré ademark ma- 


terial 3, 135, 000 3, 450, 000 +$315, 000 
807, 000 | OO, COD Basin cases mere 
|, am RRR a ceconnwainnel +1, 520, 000 


Supplemental required for pay increases 


3. Executive direction and administrative services....-.- | 
ani | 
| 


ey een ey 19,000,000 | 20, 835, 000 +1, 835, 000 
Financing: Appropriation (new obligational authority) - ------| 19,000,000 20,835,000 | +1, 835,000 
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Object classification 




















| 
1959, 1959, 1959, increase 
presently revised (+) or de, 
available | estimate crease (~ 
Total number of permanent positions_.............- ; 2, 310 | 2, 310 
Average number of all employees----........-.--- 2, 210 | 2, 210 |... 
Number of employees at end of year_-..._.--- 2, 165, | 2, 165  |--- 
01 Personal services: 
Permanent positions ....-.....-...-..---. Laebeobecdivss $15, 302, 000 | $15, 302, 000 {---. 2222. 
Dither poradrnl £00 Vi0es «isi. node ns oh p28 deus -e pens 148, 000 | 166, 000.1. Vi. RE 
enn DOTOOME GOT VINE... ne isc bebep ti ccness 15, 450, 000 | 15, 450, 000 
IS aceite ance aia eR oe 17, 000 | 17, GOO | i cacenetSicn: 
03 Transportation of things..__.-_- tbeduokbes oi 7,000 | Fy OOO on cab tees 
04 Communication services........... -Mnceethaiate jie 115, 000 | BEBE Bs curedunie 
ee re nn occmineenecccoonsenses 80, 000 | a eae 
06 Printing and reproduction-----.-...-- peiebtastadbienigeiiid 3, 135, 000 | 8, 450, 000 +-$315, 000 
7 Other contractual services. -_- lime ie ih diate ‘ 175, 000 175, 000 écatnane 
Services performed by other fgencies.__.__.--____--__. 150, 000 | 150, 000 |. ..--.-.2..... 
af EE ee ee | 180, 000 | 180, 000 
09 Equipment. __-_-_-_- sae * | 210, 000 | 316, 000 |... See 
1l Grants, subsidies, and contributions... teed Sb ciel 1, 000, 000 | 1,000, 000 }.............. 
15 Taxes and assessments... --. ae 1, 000 1, 000 
Supplemental required for pay increases. ..----.-- woes sac 8, 680, 000 j..2. lr 1, 520, 000 
Rn OG i ee ee ee a 19, 000, 000 20, 835, 000 | hdl 835, 000 
! 





Mr. Tuomas. We have a couple of items here for the Patent Office. 
You have two items here, $1,520,000 to cover the cost of pay increases 
and $315,000 attributable to an increase in the Government Printing 
Office rates and an increase in the number of patents. 

Mr. Watson. That is correct. 

Mr. Tuomas. You really turned the work out; is that correct? 

Mr. Watson. That is correct, we are beginning to do that. 

Mr. Tuomas. You have for the Pay Act $1,520,000. Was that the 
total cost of the Pay Act to you? 

Mr. Watson. That is it. 

Mr. THomas. You did not absorb any of it’ 

Mr. Watson. We cannot absorb it. 

Mr. Tuomas. How many unfilled jobs do you have on your staff? 

Mr. Watson. We think we have need for : additional personnel. 

Mr. Tuomas. We will insert pages 6, 7, and 8 in the record at this 
point. 


(The pages referred to are as follows :) 
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ADDITIONAL PRINTING REQUIREMENTS ($515,000) 


By letter of September 8, 1958, the Government Printing Office announceg 
increases in rates for printing work done for the Patent Office, retroactively 
effective with printing work ordered in July 1958, and thus applicable to the 
entire fiscal year 1959. Increased costs for the current fiscal year are estimated 
to be $80,000 for the volume of patent, design, and trademark issuances for which 
provision was made in the current year appropriation at the former prices. The 
effect on the current year budget is Summarized as follows: 


ee 
i 


| Provided for | Percent of Inereased 
| incurrent | inercase in | cost, current 
| year appro- rates year 


| priation | 


Official Gazctte 


RE ‘ pacing cage $194, 900 3.11 | $6, 033 
Speci‘ications: | 
I ok noo cena nk nice: ar 3. 37 72, 792 
RS re ee eee ee or itidedia 8, 340 | 2. 52 210 
ere eS ae ba edbiome sha 44,820) | 2. 81 1, 259 
Total (rounded) --.-._....-..--  cpeccaihb aleaeGenw ee : : ae 80, 000 





eS 


Successful applications eventuate into patents and create a liability for 
printing and publishing their issuance approximately 6 months after allowance, 
Statutory time limitations apply both to the payment of final fee by the success- 
ful applicant after allowance, and to the issue of the patent by the Patent Office 
after payment of the final fee. Hence, the incidence of issuance after allow- 
ance is relatively uncontrollable by the Patent Office. Only very limited leeway 
exists under the statute for deferral of issuance by the Patent (Office after the 
final fees are paid by the applicant. It is not practicable to anticipate deferral 
of this liability to 1960, since such action would— 

(a) create undue delay in the issuance and publication of patents, con- 
trary to the interests of both the patentees and the public ; 

(b) create risks of violating the law requiring the issuance of patents 
within prescribed time limitations; 

(c) cause costly disruption in the orderly processing of patents in both 
the Patent Office, and the Government Printing Office, the facilities of which 
would need to be overtaxed early in fiscal 1960 to handle the deferred 
volume of work in addition to anticipated current volume of work, with 
resultant probability of premium cost overtime, whereas a substantial por- 
tion of processing capacity would be idled during the last quarter of the 
current fiscal year ; and 

(7) create added liability for fiscal 1960 not presently provided for in 
the 1960 budget. 

Considering the 6-month time lag usually experienced between allowance of 
the application and the issuance of the related patent, the estimate of 48,000 
issues expressed in the 1959 budget, in relation to estimated disposals of 87,000 
applications, had been based upon prior year experience, which showed that 
approximately 55 percent of total disposals ultimately resulted in issuance of 
patents. The number of successful applications in relation to total applications 
disposed of has been somewhat higher than originally estimated, with the result 
that about 58 percent of related disposals are eventuating into patents. Also, 
total disposals for the period affecting the issuance for fiscal 1959 have been 
running about 2.3 percent higher than the original estimate. 

The following summary establishes the probable issue of an estimated 52,500 
patents for which the printing is chargeable to current year funds: 


Actual issuances, first 7 months 


ee __ 30, 000 
Estimated issuances, balance of fiscal year___._.__._-________-_-_- ; . 22, 500 
Probable issues chargeable to fiscal 1959 funds__ Sachi a 52, 500 
Provided from 1959 appropriation (without regard to effect of recent 
i cnc elena th scales et ee ebeaeee cht dindiarenencemenadien 48, 000 





Additional issuances not provided for___.___~-- codaxitecebin’” Se 
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The estimated issuance of 22,500 patents chargeable to the last 5 months of 
the fiscal year is based on actual patent application allowances of 22,569 for 


the months of September through January. This estimate is consistent with the 
usual 6-month time lag experienced between allowance of the application and 
issuance ef the patent. 

At an average printing cost of $52.50 per patent, this increased volume will 
require an estimated sum of $235,000 in addition to the $80,000 which covers 
price increases on the volume of printing heretofore estimated, or a total of 
$315,000 for printing. 

Mr. Tuomas. How many unfilled jobs do you have now? 

Mr. Watson. We have 2,200 employees, having dropped 52 since the 
beginning of the fiscal year. We are on an attrition basis this year, 
and we will have by the end of the year only 2,165 jobs filled to keep 
within our budget. We have for the coming year a budgetary request 
which will ineluda 75 additional jobs in the examining staff over the 
average number for this year. 

Mr. Tuomas. Were you not given some increase in jobs last year 
in 1959 over 1958 ¢ 

Mr. Watson. No. 

Mr. Tuomas. What was the number of jobs you had ? 

Mr. Warson. We were given a year of decreasing staff. 

Mr. THomas. How many minus jobs did you have in 1959 under 
1958 ¢ 

Mr. Watson. We will have an average of 1,255 in the examining 
staff, whereas in 1958 we had 1,270 

Mr. Tuomas. I am talking about your total personnel, Mr. Commis- 
sioner. You had 2,310 for 1959. What were your total jobs for 1958 ! 

Mr. Watson. 2,255 was the average number. 

Mr. Tuomas. So you had an increase of about 55 or 60 jobs from 
1959 over 1958; is that correct ? 

Mr. Watson. That is correct, comparing average employment for 
last year with total positions for 1959. However, the average number 
employed during 1959 will be 2,210, or 45 few er than the : average of 
9,255 for 1958. 

Mr. Tuomas. How many vacancies do you have now in all of your 
departments, not in examiners alone ? 

Mr. Watson. I cannot give you the precise number. 

Mr. Tuomas. Can you give me a litle guess and you can straighten 
it out later for the record? 

Mr. Watson. We will need by the end of the year 75 additional 
positions in the examining staff. 

Mr. Tuomas. You misunderstood me. Do you have any unfilled 
jobs as of January 1, or December 1 ? 

Mr. Watson. None that we can pay for. 

Mr. Tuomas. If you do not, you are an unusual agency. 

Mr. Warson. There are no vacancies. 

Mr. Tuomas. All your jobs are filled ¢ 

Mr. Watson. Yes. 

Mr. Tuomas. That is remarkable. 

Mr. Watson. Asa matter of fact, we are almost overfilled. 

Mr. Jonas. Your total budget is $19 million for 1959, and it is 
up $22 million for 1960. What is the total in fees that you collect ‘ 

Mr. Watson. About $7 million. 

Mr. Jonas. And that goes to the Treasury ? 
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_ Mr. Watson. Yes. We have a bill pending in the House tor ap 
increase in our fees. 


Mr. JONAS. Has it been running about $7 million for several years? 
Mr. Watson. On the basis of the present schedule; yes. 


NATIONAL Bureau or STANDARDS 


CONSTRUCTION OF LABORATORIES 


Program and financing 








Presently | Revised 
available, estimate, Inerease 
fiscal vear fiscal year 
1950 1959 
Program by activities: Radio laboratory..___- $50, 207 $70, 000 $19, 793 
Financing: Unobligated balance brought forward — 50, 207 | —50, 207 7 hood 
Appropriation (new obligation authority) __- 19, 793 19, 793 
Object classification 
Presently 
available, timate, Increase 
fiscal year fiscal year 
1959 1959 
ALLOCATION TO PURLIC RUILDINGS SERVICE, ( ENERAI 
SERVICES ADMINISTRATION 
07 Other contractual services. - - Josbdbh Liles pehid $50, 207 $70, 000 $19, 793 


Mr. Tuomas. We will now take up the Bureau of Standards. We 
will place the justifications in the record. 
(The justification follows :) 


CONSTRUCTION OF LABORATORIES 


This additional appropriation is required to satisfy a contractor's claim for 
additional payments under the terms of his contract with the General Services 
Administration for construction of the National Bureau of Standards radio 
laboratory at Boulder, Colo. 

In fiseal year 1951 an appropriation and contract authorization was made 
available to NBS to provide for the construction of the radio laboratory. The 
construction funds were transferred to GSA, who awarded the construction con- 
tract to the Olson Construction Co. In June 1953 during the course of construc- 
tion, the contractor filed a claim with GSA for additional payments which the 
contractor claimed were due him because of the subsurface conditions materially 
different from those shown on the drawings and specifications. The contractor 
claimed that these conditions required him to spend more on the caissons than 
contemplated in the original bid. His claim as finally submitted was for 
$81,554.50. 

Based upon the facts presented by the contractor, the claim was rejected by the 
GSA Regional Commissioner at Denver, Colo. In December 1953 this decision 
was appealed to the GSA Board of Review. On August 11, 1958, the Review 
Board found as follows: (1) The appellant encountered a generally bouldery 
subsurface condition which materially differed from the subsurface condition 
shown by the contract documents, this constituting a changed condition within 
the meaning of article 4 of the contract; and (2) the Public Buildings Service 
should determine the amount by which this contract should be modified to provide 
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for any proper increase in cost by reason of the changed conditions, which were 
encountered.” 

This determination, reached during December 1958, resulted in a final settle 
ment of $70,000. At present NBS has $50,207 unobligated and available in the 
construction of laboratories appropriation. In addition to this balance, an appro- 
priation of $19,793 is required to finance the payment of this claim. 

NBS first became aware of the pending claim early in fiscal year 1956. Prior 
to that time an unobligated balance of $90,000 was transferred to the Weather 
Bureau for payments authorized under the Fringe Benefits Act, this transfer 
having been authorized by the Second Supplemental Appropriation Act, 1955. 
Had the pending claim been known to NBS, the Department of Commerce would 
probably not have proposed to make that transfer. Although an additional 
appropriation is now required to finance this claim, the total cost of the radio 
laboratory has not exceeded the funding originally available for the construction 
of this laboratory. 

Mr. Tuomas, You have presently available $50,207, and you are 
asking for $19,793 more, 

You say: 
This proposed supplemental appropriation is to liquidate a contractor’s claim 
adjudicated by the General Services Administration Board of Review 

You are building a laboratory out in Colorado and you changed 
the plans and specifications. You ought not to do those contractors 
like that. You see what it costs Uncle Sam. You didn’t want to pay 
it so you ran over to the General Services Administration and they 
got after the Review Board, and now you want $19,793 over and above 
what you had to pay the final award. 

Mr. CurisreLier. That is correct. 

Mr. THomas. You cannot do anything about it, can you? 

Mr. CurisTeLuter. We cannot. 

Mr. Tuomas. You need $70,000? 

Mr. Curisretier. I might give you this table. The original balance 

was $121,000. There was a transfer of $90,000 from this appropria- 
tion to the Weather Bureau. 

Mr. Tuomas. This is the final figure now, $70,000 damages by 
virtue of the changing of the terms of the contract ? 

Mr. CHRISTELLER. Yes. 

Mr. Tuomas. It is the foundation, I understand ? 

Mr. Cuapman. That is correct. 

Mr. Tuomas. That is the award, $70,000? 

Mr. CHapman. The contract is all completed, and all is settled ex- 
cept. this one claim of $70,000, and when that is paid that will be all. 

Mr. Tuomas. Let us take a look at your unexpended balance. 

Mr. Curistevter. This is a separate appropriation for this pur- 
pose, and this is the entire balance. 


PATENT OFFICE 
PATENT APPLICATION WORKLOAD 


Mr. Jensen. Approximately how many applications for patents 
do you have each year? 

Mr. Watson. About 76,000 in the last several years, on the avorage, 
and currently about 77,000. 

Mr. Jensen. How many patents are issued per year on the average? 

Mr. Watson. Well, we issue between 40,000 and 50,000. About 60 
percent of those applications which are submitted are found to con- 
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tain allowable patentable subject matter. Forty percent become 
abandoned. 
SEARCHERS FOR INFRINGEMENT 


Mr. JensEN. What do you charge now to search the records for an 
infringement ? 

Mr. Watson. To search the records? 

Mr. Jensen. To determine whether an application is an infringe- 
ment or not ¢ 

Mr. Watson. We have no service of that nature. That is done on 
the outside. 

Mr. Jensen. That is done by a patent attorney ? 

Mr. Watson. On the outside. 

Mr. Jensen. However, your office force does cooperate with them 
and they do search your records to determine whether or not an appli- 
cation is an infringement upon another patent / 

Mr. Watson. That is correct. 

Mr. Jensen. That is about the only place they have to go to de- 
termine whether an application for a patent is an infringement; is 
that correct ? 

Mr. Watson. That is correct, sir, although copies of U.S. patents 
are contained in bound volumes in many libraries of this country. 

Mr. Jensen. They are not complete ? 

Mr. Watson. They are not classified and you cannot search them. 
In our search room we have a collection of patents, which are thor- 
oughly classified into about 50,000 subclasses. It is necessary, to 
make an intelligent search, to go to that subclass which includes those 
patents in which you are interested; otherwise you would be lost in a 
haystack. 

Mr. Jensen. In the event a patent has been issued in France and an 
application is made for a similar patent possibly just a little differ- 
ent, to our office here in the United States, is there any reason why 
such a U.S. patent should not be issued ? 

Mr. Watson. The invention was the same in both France and the 
United States? 

Mr. JENsEN. Similar, and a patent has already been issued in 
France. I have such a situation that arose just recently where one of 
our constituents made application for a patent and he was told that 
that patent has been issued in France for a similar device. He con- 
tended, however, that his device was a superior device over and above 
the French patent. He was told that because a patent had been issued 
in France for a similar device the Patent Office of the United States 
could not honor an application for such a patent, or issue such a 
patent. What is the situation? 

Mr. Warson. I think that your constituent received very sound 
advice. 

Mr. Jensen. I just wanted to know. 

Mr. Watson. The U.S. Patent Office is charged with knowing the 
details of the disclosure of every publication issued in every country 
of the world in any language. In order to issue a valid patent in this 
country, the subject. matter of the application must be new in a world- 
wide sense, so we are charged with the duty of searching the French 
patents as well as the German patents, the Russian patents, and all 
other patents in which there might be a technological disclosure of a 
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yrtinent character. If that disclosure, no matter in what language, 
or where published, anticipates the invention described in the applica- 
tion submitted in the United States, we are unable to issue a patent. 

Mr. JensEN. Now, that person who got the patent for that particu- 
lar device in Frane e, "if he were to make application for a U.S. patent, 
would that be honored? 

Mr. Watson. Yes, if there were no statutory bars. If he applied 
for the U.S. patent within 1 year of the date of filing his French 
application, he would be given a date of filing in this country as of the 
date of filing in France. 

Mr. JeNseN. Do you have reciprocity with all nations of the world 
on that score ¢ 

Mr. Watson. We are one of the parties to an International Con- 
vention for the Protection of Industrial Property together with 47 
other nations; all of the important patent-issuing nations of the world. 
We have mutual obligations in many respects, so the rights of the 
U.S. citizen in France are the same as the rights of French citizens in 
that country. The reverse is also true. 

Mr. Jensen. Thank you. Ican understand itnow. That isexactly 
what, your Patent Office told my constitutent. I just wanted to con- 


firm it. 
Maritime ADMINISTRATION 


STABILIZERS FOR NS “SAVANNAH” 


Mr. Bow. Mr. Morse, with regard to the Savannah item, why can- 
not that item be taken up in the regular budget ¢ 

Mr. Morse. Because the ship will be launched at the beginning of 
July, and if we are going to install the stabilizers, some preliminary 
work has to be done promptly, while the ship is still in drydock. 
Also, there is a leadtime of a number of months for the stabilizers 
themselves and we must enter into a contract as soon as possible in 
order to have them installed by the time the ship is ready for operation. 

Mr. Bow. When did this matter first come to the attention of the 
Maritime Commission ¢ 

Mr. Morse. We had it under consideration for some time, but the 
importance has been enhanced recenty by our discussions with the 
Atomic Energy Commission’s Reactor Safeguards Committee requir- 
ing in part that we activate the reactor on a vessel at sea rather than 
in Camden, as we had originally planned. 

Mr. Bow. Is this a matter where the original estimate of the cost 
of the Savannah was too low ? 

Mr. Morse. No, sir. 

Mr. Bow. Why was not this discovered prior to this time and why 
does it have to come in on a supplemental bill ? 

Mr. Morse. We have discussed it on several previous occasions, 
but it was concluded not to include this particular item in any of 
our requests. 

Mr. Bow. Why was that determined ? 

Mr. Morse. Primarily on the basis that we wanted it included pre- 
viously for the stability of the ship for the comfort of the passengers 
and the crew. Our recent discussions with the Atomic Energy Com- 
mission, have brought out the importance of the stability of this 
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prototype ship on the safety of the reactor and the testing and opera. 
tion of the reactor. 

Mr. Bow. Did the plans of the Savannah originally call for gta. 
bilizers ? 

Mr. Morse. No. 

Mr. Bow. When was it determined to put them on ? 

Mr. Morse. We included in the original design of the ship the 
foundations for stabilizers, but it has only been in the last 2 months 
that we got the green light to go ahead and ask for a language change, 

Mr. Bow. What does this I: anguage mean: 

The stabilizers included in the original design of the Savannah were deleted 
because of budgetary limitations. 

Mr. Morse. I was in error when I said that we did not consider 
it. We had $18 million available to us, and it was a question of what 
we were going to include in the ship within our $18 million. We had 
some “must” items, and this stabilizer was one of the items that was 
optional. We could not accommodate all of the optional items, plus 
the “must” items within the $18 million. 

Mr. Bow. I do not recall ever having had the question of stabilizers 
presented to the committee. 

Mr. Morse. I do not think the question of the stabilizers was a 
part of any particular request to a committee. 

Mr. Bow. It said it was included in the original design when the 
original plans were submitted to the committee. If the plans were 
examined you would find there were stabilizers on them. 

Mr. Morse. Our original request was for $22 million and we ended 
up getting $18 million. 

Mr. Bow. That is about the best answer to be given yet. 

Mr. Morse. I was prompted by someone who knew the answer. 


OPERATING-DIFFERENTIAL SUBSIDIES 


Mr. Bow. How about these operating subsidies? Are they pre- 
pared and ready to go? Do you have all your bookkeeping done and 
investigations made so that the only thing you have to do now is 
to recheck ? 

Mr. Morse. Between now and the end of the year we will have 
everything that you mentioned done. So we will be in a position 
to make the payments. 

Mr. Bow. At the end of the fiscal year? 

Mr. Morse. Fiscal year. 

Mr. Bow. How much of that do you have ready right now? 

Mr. Morse. We have 4 months to go yet. We “have substantially 
all of it done. 

Mr. Bow. These go back as far as 1955 and 1956? 

Mr. Morse. Yes, ‘and some even earlier. 

Mr. Bow. And these are obligations of the U.S. Government that 
must be paid ? 

Mr. Morse. Yes, contractual obligations. 

Mr. Bow. Which either have to be paid now or sometime in the 
future? We do not pay interest on them ? 

Mr. Morse. We do not pay interest. 
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Mr. Bow. How near current are you now, Mr. Morse? 

Mr. Morse. For most operators we are current through 1953, for 
several operators we have made final payments through 1954, and 
sme into 1955. We are progressing with reasonably good dispatch. 


STATE MARINE SCHOOLS 


Mr. Bow. This relatively small amount of $35,000, is that a proper 
matter for a supplemental ? 

Mr. Morse. The State Marine School? 

Mr. Bow. Yes. 

Mr. Morse. Well, that is a situation where the Coast Guard will 
not permit the vessels to be operated on the high seas until they put 
in additional ballast. 

Mr. Bow. When did the Coast Guard first call that to your atten- 
tion $ 
Mr. Morse. December of 1958. This is a vessel which has been 
loaned to the Marine Academy fairly recently. 

Mr. Tuomas. Thank you very much. 

We have enjoyed having all of you. 


TuHurspay, Fesruary 26, 1959. 
MUTUAL SECURITY PROGRAM 
DreveLtopment Loan Funp 
WITNESSES 


HON. C. DOUGLAS DILLON, UNDER SECRETARY OF STATE FOR 
ECONOMIC AFFAIRS, AND CHAIRMAN, BOARD OF DIRECTORS, 


DEVELOPMENT LOAN FUND 
DEMPSTER McINTOSH, MANAGING DIRECTOR, DEVELOPMENT 


LOAN FUND 

HART PERRY, DEPUTY MANAGING DIRECTOR FOR LOAN OPERA- 
TIONS, DEVELOPMENT LOAN FUND 

JOHN E. MURPHY, ASSISTANT DEPUTY DIRECTOR-CONTROLLER, 
INTERNATIONAL COOPERATION ADMINISTRATION 


Y 


Obligations and expenditures, fiscal years 1958-59 


[In thousands] 


Fiscal year 1959 


| 

| 

| 5 
Fiseal year 
1958, actual Through Feb. 1-June | Total fiscal 


| January 31, 30,1959, | year 1959 
actual estimated | estimated 


Obligations | 


Loan and guarantee program $102, 100 | $246, F30 $253, 220 $499, 750 
Administrative expenses - . | 658 592 1, 250 
Total obligations... 102, 100 247, 188 253, 812 501, 000 
1, 500 16, 908 83, 092 100, 000 


Expenditures, net 
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Mr. Tuomas. The committee will come to order. 

We are delighted this morning to have with us our friends from 
the mutual security program. It is nice to have you with us, Mr. 
Dillon, the Under Secretary of State for Economic Affairs and Chair- 
man of the Board of Directors of the Development Loan Fund. Also, 
we have with us Mr. Dempster McIntosh, the Managing Director of 
the Development Loan Fund, Mr. Hart Perry, the Deputy Managing 
Director for Loan Operations, and Mr. John E. Murphy, the Assist- 
ant Deputy Director—Controller of the International Cooperation 
Administration. 

Gentlemen, we are delighted to have you and we will be glad to 
listen to one, or all of you, talk as long as you want. 

You bring a lot of sunshine. We have been having a lot of rain 
around here for the last few weeks and are glad to have you. 

Now, Mr. Secretary, do you want to talk to us first ? 

Mr. Ditton. If I may. I want to thank you for letting me have 
3 days of sunshine which I bring back with me. I have a prepared 
statement that I would like to read if that is all right. 

Mr. THomas. You may proceed. 


GENERAL STATEMENT 


Mr. Drixon. I am here today to support the President’s request for 
amutual security program supplemental appropriation of $225 million 
for the Development Loan Fund. 

Two years ago, the executive branch originally requested authoriza- 
tion for Development Loan Fund appropriations of $500 million for 
fiscal year 1958 and $750 million for each of the fiscal years 1959 and 
1960. Congress then authorized appropriations of $500 million for 
fiscal year 1958 and $625 million for fiscal year 1959. Appropriations 
so far enacted total $700 million—$300 million beginning in fiscal year 
1958 and $400 million beginning in fiscal year 1959. An appropriation 
of $225 million is now sought against the remaining valid authoriza- 
tions of $425 million. 

I should like to make two observations regarding this funding situa- 
tion. First, while the perpen and nature of the Development Loan 
Fund were supported by Congress, there was also a feeling that the 
Development Loan Fund should operate with minimum funds until 
a clear demonstration could be made that more funds could be used 
effectively. 

Second, when Congress acted on the executive branch request for 
fiscal year 1959 appropriations at the last session, there had been only 
a very few months of operational experience on which to base our re- 
quest. and on which Congress could base its action. There was under- 
standably considerable doubt, based on the Development Loan Fund’s 
record in fiscal year 1958, as to whether the DLF could make effective 
use of the full amount of its $625 million authorization for fiscal 
year 1959. This was a question which only time and experience could 
answer. 

However, some of the members of the conference committee on 
MSP appropriations felt that with growing experience the DLF 
could effectively use more than the $400 million finally allowed. 
Therefore there was included in the conference report an expression 
of doubt regarding the sufficiency of the appropriation and the state- 
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ment that if additional funds were needed the Appropriations Com- 
mittees of the House and Senate would give the recommendations of 
the executive branch earnest consideration. 

It might well be asked why we have continued to operate the DLF 
at a level which has exhausted its funds many months before the 
next fiscal year’s appropirations could be expected. I should like to 
emphasize that this was a decision made personally by the President. 
Our national interest required that we meet the most urgent needs 
of our allies and friends for help in their economic growth. How- 
ever, while the Congress had reduced the original request sharply, the 
conference committee had indicated the possibility of supplemental 
action. 

The President is requesting a supplemental appropriation for the 
Development Loan Fund at this time because the DLF has made loan 
commitments amounting to virtually all of its available capital. 
Until it receives additional funds the Development Loan Fund will 
be able to approve practically no more loans. This situation is 
graphically illustrated on page 2 of the presentation book prepared 
for this committee. 


THE DEVELOPMENT LOAN FUND AS A PRINCIPAL INSTRUMENT OF FOREIGN 
POLICY 


In order to appreciate why the executive branch attaches such im- 
portance to this supplemental request, I think it might be helpful to 
describe very briefly the origins and purposes of the Development 
Loan Fund. As you know, it was created by the Congress in August 
1957 following searching examinations by the executive branch and 
by the Congress of our foreign policy objectives. This review con- 
cluded that a new, specialized institution was needed to provide loans 
for the economic development of the newly independent and other 
underdeveloped countries. In a short time, the DLF has become, 
as intended by Congress, a principal instrument of U.S. foreign eco- 
nomic policy. 


THE ECONOMIC DEVELOPMENT OF THE LESS-DEVELOPED AREAS 


Today, the underdeveloped two-thirds of the free world is pushing 
forward in a massive effort to secure a better life. The action of 
Congress in establishing the DLF was taken in recognition of the fact 
that their exploding economic aspirations pose a challenge to the 
entire free world: What economic and political systems will these 
people ultimately choose in their struggle against poverty? Will 
they succumb to the antihuman materialistic system contrived by 40 
years of communism or will they find their way under the principles 
of individual liberty and political freedom which Western civilization 
has painfully evolved through centuries of effort ? 


SINO-SOVIET ECONOMIC OFFENSIVE 


The Sino-Soviet bloc is well aware of the opportunities presented 
by this situation. From 1954 to 1958 the bloc signed agreements with 
18 underdeveloped countries for $2.4 billion in economic and military 
credits and grants, of which $1.6 billion was for economic aid. This 
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does not include $300 million of aid to Yugoslavia which was can- 
celed when Yugoslavia maintained her refusal to accept Soviet 
domination. 

Mr. Tuomas. Does that mean that that $1,600 million to other coun- 
tries outside of Yugoslavia permits Russia to completely dominate 
those countries to whom you have loaned $1,600 million ? 

Mr. Ditio0n. No, sir. It is part of a pattern. 

Mr. Tuomas. You apparently have a lot of detailed information 
with reference to Russia’s loans to foreign countries. Your justifica- 
tions allude to it in a sort of left-handed way. I would like for you 
to give a whole lot of detailed information, but you can do it at your 
jeisure. 

Mr. Ditton. The increasing tempo of the Soviet effort is indicated 
by the fact that agreements covering approximately $1 billion were 
concluded in 1958 alone. This aid from the Soviet bloc is concentrated 
and carefully directed to the most strategic and uncommitted areas 
of the world. 


ESTABLISH MENT OF THE DEVELOPMENT LOAN FUND 


In recognition of these two major realities, the pressure for devel- 
opment and the Soviet economic offensive, Congress declared in sec- 
tion 201 of the Mutual Security Act establishing the Development 
Loan Fund: “The Congress accordingly reaffirms that it is the policy 
of the United States * * * to strengthen friendly foreign countries 
by encouraging the development of their economies * * * and to 
assist, on a basis of selfhelp and mutual cooperation, the efforts of 
free peoples to develop their economic resources and to increase their 
productive capabilities.” 


THE DLF SUPPLEMENTS OTHER FINANCING 


The DLF was created as a needed supplement to existing institu- 
tions—the World Bank, the International Monetary Fund, the Inter- 
national Finance Corporation, the Export-Import Bank, and private 
institutions—and it is carefully designed to avoid any possible dupli- 
cation. It was established to meet developmental needs which could 
not be met in other ways and it has been doing this job now for a 
year in a highly effective way. 


DEVELOPMENT LOAN FUND OPERATIONS 


The Development Loan Fund is designed and operated to meet 
the particular requirements of long-term economic growth. Its 
financing is exclusively in the form of loans or other forms of credits; 
it does not make grants. It makes loans only for specific projects 
and there is a separate loan agreement on each project tailored to the 
particular situation. Its repayment terms are flexible. In recog- 
nition of the fact that at the present time foreign exchange is a crit- 
ically short resource in many of the less developed countries, repay- 
ment in local currencies is permitted. The DLF does not program 
in advance, annual levels of assistance for particular countries. It 
foscuses the primary responsibility for development on the govern- 
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ments or private businessmen concerned by responding only to sound 
proposals which they submit. 

Congress shaped the DLF in other w ays so as to enable it to operate 
in a business-like manner. The DLF is not required to obligate its 
capital within any specified time period; it can obligate funds when 
it is convinced that efficient use can be made of them in connection 
with particular projects. It is a revolving fund able to relend its 
repayments and earnings. And it is now a semi-independent Govern- 
ment corpor ation chaired by myself and having as its other directors 
the Chairman of the Board of the Export-Import Bank, the U.S, 
Executive Director of the IBRD, the Director of the ICA and the 
Managing Director of the Fund. This corporate form not only sub- 
jects the DLF to the reporting and financial requirements of the 
Government Corporation Control Act, it also gives it an identity 
which emphasizes its distinct business-like role in carrying out U.S. 
foreign policy. 

DLF EXPERIENCE AND STATUS 


The DLF now has behind it 13 months of active experience. Al- 
though its establishment was authorized in the fall of 1957, there 
was a necessary preparatory period before actual operations could 
get underway. As a result it was unable to handle loan requests 
until January 1958, with one-half of fiscal year 1958 remaining. We 
now have the experience which we believe demonstrates beyond any 
doubt the need for the remainder of the $625 million originally re- 
quested and authorized for appropriation beginning in fiscal year 
1959. We now have not only a measure of the amount “of development 
financing that can be usefully undertaken, but we also have a measure 
of the Development Loan Fund’s own ability to make useful loans. 
Furthermore, we have a measure of the great importance of this pro- 
gram in the conduct of our foreign policy. 

As you will note from the chart on page 2 of the presentation 
book, the Development Loan Fund had taken under consideration 
proposals totaling $2.8 billion by the end of January 1959. The 
$2.8 billion represents 573 separate applications from 55 countries. 
It also represents screened proposals and excludes many applications 
and inquiries that were clearly inappropriate for DLF financing at 
the outset. All have passed a preliminary review indicating that 
they are the type of projects which appear to be eligible under DLF 
criteria subject to the outcome of an intensive evaluation. 

From this total, $602 million in proposals were later withdrawn, 
transferred to other interested financing institutions, or found on 
further examination to be inappropriate for DLF financing. 

As of February 19, 1959, somewhat later than the January 31 cut- 
off date in the presentation book, $684 million of this total had been 
committed for specific sound loans. As Chairman of the Board, I 
have gone over each commitment together with my colleagues and 
am satisfied that they are technicaly, economically, and financially 
sound and_ will contribute to economic growth. You can obtain 
an impression of their worth and variety from the individual de- 
scriptions which begin on page 17 of the presentation book. 
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COMMITMENTS AND OBLIGATIONS 


I should like to emphasize that DLF funds are committed when 
the Board of Directors approves a loan. The commitment repre- 
sents approval of an applicant’s proposal and a decision to use funds 
for that purpose. These commitments become morally binding on 
the United States when a letter of advice is issued to the borrower 
usually 1 or 2 weeks after the original action by the Board of Di- 
rectors. Once so committed, funds are no longer available for fur- 
ther lending. An obligation is formally recorded at a later stage 
when the final detailed loan agreement is signed. As of February 
19, 1959, these formal obligations total $409 million. 

Mr. Tuomas. May I interrupt you there? Your jusifications al- 
lude to that once or twice, but they are quite indefinite. What is 
that period of time, 12 to 18 or 24 to 36 months? You are quite 
indefinite. What is the usual period? You have four or five steps 
that you can go through. 

Mr. Ditton. The steps are, first, the Board. 

Mr. Tuomas. Your justifications are perfectly clear as to the steps. 
What about the time limit? 

Mr. Ditton. The time limit between a letter of advice and the 
loan obligation is now running in the Development Loan Fund about 
90 to 120 days. 

Mr. Tuomas. Do you mean until the loan agreement is signed? 

Mr. Ditton. Yes. 

Mr. Tuomas. How much additional time is required before the dirt 
starts flying ? 

Mr. Ditton. We have not had very much experience on that, but 
the average experience in both the World Bank and the Export- 
Import Bank in similar projects over many years is that after the loan 
agreement is signed they spend about 10 to 15 percent of the money 
in the first year, and the total amount runs over a period of usually 
3 to 4 years, so we would assume that we would have very similar 
results. 

Mr. Tuomas. I assume that a large part of your preliminary work 
is done before your approval is really granted in the final form, and 
the period from then until when the dirt starts flying is another 
indefinite period. I got the impression that was a considerable length 
of time, 18 months or 2 years. 

Mr. Ditton. I would not think anywhere near as long as that. 

Mr. TuHomas. What is your guess on that? 

Mr. Ditton. We analyze things just the same way as the Export- 
Import Bank and the World Bank do, and our experience should not 
be any different from theirs. 

Mr. Tuomas. It should not be. 

Mr. Ditton. It should not be, and they spend on development 
projects about 10 to 15 percent of their money in the first year. 

Mr. Tuoomas. Would you say for all practical purposes there is about 
a year’s delay ? 

Mr. Ditton. For all practical purposes. 

Mr. Tuomas. That is not too bad. 

Mr. Ditton. I would like to say one other thing, the time between 
the letter of advice, which is the moral commitment of the Govern- 
ment, and the actual loan agreement being signed, which we say now 


RT cee 


sees 





fe te e8e * & et 








408 | 


is averaging 90 to 120 days for us, averages 60 to 90 days for the Ex. | classif 
port-Import Bank. McInt 
Mr. Tuomas. Would it be a fair assumption to say from the time with 1 
of the letter of intent until the dirt starts flying in your first effor~ infor! 
it is anywhere from 15 to 18 months ? Mr 
Mr. Ditton. I would say about 15 months. much 
Mr. Tuomas. Isthat guess too far off? 
Mr. Dixon. About 15 months. I think that that is about right, 
I would say about 15 months. 


Mr. Tuomas. Thatclarifies a certain part of your justifications. e 
Mr. Ditton. As of today, the Development Loan Fund has on hand 


for possible further loans only $14.9 million while there are more than 
$1.5 billion in screened proposals on hand and under consideration. 

To complete the current picture of the Development Loan Fund’s 
fiscal status, expenditures, which for a bank mean disbursements 
against loan agreements pursuant to implementation instructions, are 
now just beginning. As of February 19, total expenditures were 
$19.4 million. The projections for expenditures during the forth- 
coming months show a steady increase. 

This statistical picture of the DLF’s activity does not begin to sug- 

est all that has been accomplished. While the DLF processed more 
than $2.8 billion in proposals, approved $684 million and turned away 
$602 million after more intensive review, it was also developing its 
staff organization and its basic methods of operation. The DLF is 
now a going concern fully capable of carrying out the mission assigned 
to it by law. Its procedures are designed to insure businesslike opera- 
tions in accordance with the criteria specified by law. These proce- 
dures are described on pages 7 through 9 of the presentation book. 

These are the essential facts that underlie our appearance before you 
at this time. 

They show, first, that the DLF has used up practically all of its 
lending capital. Without additional funds it can approve virtually 
no more loans. The DLF has only about 2 percent of its present cap- 
ital available for additional loans. 

Second, the experience of the last year and particularly of the last 
7 months should dispel earlier doubts that the DLF would be able to 
handle in a prudent way the full $625 million authorized for fiscal 
year 1959. In fact, it is now operating at about a $700 million annual 
rate, * 

Third, a large volume of urgent requests for help on good projects 
are on hand from friendly and underdeveloped countries. It is 
clearly in our interest to assist these countries. Information on these 
requests is summarized on pages 13 and 14 of our presentation book. 

Fourth, the $225 million which we are now requesting would enable 
the DLF to complete the original 2-year trial period set up by the 
Congress without serious interruption. 

Fifth, an interruption in the operations of the DLF will endanger 
the objectives of U.S. foreign policy. The additional $225 million 
requested is required to enable the DLF to continue to extend the 
assistance needed to enable the less developed countries of the world 
to maintain a minimum safe rate of economic progress. 

Let me close by saying that we stand ready to provide you with any 
further information you may wish regarding this request. The un- 
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| classified presentation books supply additional detail. Ambassador 


McIntosh, the managing director of the Development Loan Fund is 
with me, and he and his staff are prepared to supply whatever further 


information you may require. 
Mr. Tuomas. That was a nice comprehensive statement and is very 


much to the point and we are very grateful to you for it. 
JUSTIFICATION OF THE ESTIMATE 


At this point we will insert pages 1 through 15 of your justifications. 
(The pages referred to follow :) 
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DEVELOPMENT Loan Funp 
SUMMARY 


Funding request 
The executive branch proposes that the capital of the Development Loan 


Fund being increased by $225 million through a fiscal year 1959 supplementa) 
appropriation. 

Two hundred and twenty-five million dollars constitutes the unappropriated 
portion of the funds authorized to be made available to DLF beginning in fisea] 
year 1959. 

The DLF is virtually loaned out. About $679 million of the $700 million pres. 
ently available to it was specifically committed for loans by January 31, 1959. 

It is important to U.S. foreign policies that the DLF not be compelled to 
interrupt its high priority lending program. 

Loan proposals under consideration and on hand totaled about $1.5 billion 
as of January 31, 1959. These proposals have all passed a preliminary screening, 


Role and nature of DLF 


The Development Loan Fund is an independent Government corporation goy- 
erned by a Board of Directors who are subject to the foreign policy guidance 
of the Secretary of State. 

The DLF concentrates in one element of the mutual security program, invest- 
ment capital for development of the less-developed countries of the world. 

It is the principal instrument of the U.S. Government charged with this 
objective. 

It provides financing for sound development projects through loans and other 
forms of credit; it does not make grants nor does it directly purchase equity 
securities. 

The DLF supplements and does not compete with existing sources of financing. 

It accepts repayment in local currencies where warranted. 

Repayment in local currencies permits borrowers to secure financing that would 
not otherwise be available for sound projects. It does not interfere with a coun- 
try’s capacity to repay Export-Import Bank and World Bank (IBRD) loans 
and foreign private investment. 

The DLF is not designed to allocate funds annually in advance by country. 
It finances only specific proposals for development programs and projects that 
are economically, technically, and financially sound. 

As with other lending institutions, the DLF can use capital received in repay- 
ment of principal and payment of interest for relending purposes in the manner of 
a revolving fund. 

DLF funds are committed and are, therefore, unavailable for other uses, when 
a specific project loan or a loan program for a country is approved. Obligations 
are formally recorded at a later stage when a loan agreement is signed. 

DLF actively supports U.S. and local private investment in less-developed 
countries through guarantee of private loans, seeking private investors interested 
in loan participations, making direct loans to private enterprises, financing the 
basic public facilities on which private enterprise relies and supporting the growth 
of potential markets by helping to raise incomes. 


DLF progress and accomplishments 


In about 1 year of active operations the DLF has become a functioning lending 
institution. 
It approved 70 separate loans for projects in 34 countries. 


After preliminary screening, the DLF took under consideration more than $2.8 
billion in applications. 
Further review resulted in the rejection or transfer to other financing institu- 


tions of more than $600 million of this total. 
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LOAN COMMITMENTS 


As of January 31, 1959 
($ Millions) 


: For East 2 


a 25% 


india 
Pakistan 


Philippines 


Taiwan 


Yugoslavia 


Argentina 
Spain 
Thailand 
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Status of development loan fund lending with respect to lending authority 


[In thousands of dollars] 











I of fiscal | As of Jan. 31 
\ r 19458 1959 (cumy- 
tal lative) 
Lending authority available: 

Appropriated, fiscal year 1958_.......................- = $300, 000 $300, 000 
Appropriated. fiscal year 1959__.__-_.- hicaieieg . s 400, 000 
Less administrative expenses ‘ ‘ : —1. 950 
Accrued interest and fees received ......-- io. oe or 148 
Total lending authority--.......-- : n . 1), 000 698, 898 

Commitments against lending authority: 
Loans and guarantee agreements signed (obligations one 102, 100 348, 630 
Loan commitments not yet signed ...............-. vibe he 165, 536 330, 476 
Total commitments against lending authority - ..-- Sdcakacbbediie 67, 636 679, 108 
Uneommitted authority-.........-- 32, 364 19, 792 

STATUS OF PROPOSALS TAKEN UNDER CONSIDERATION 
{In thousands of dollars] 

Commitments against lending authority (cumulative) $267, 636 $679, 106 
Proposals under consideration and on hand (end of period 1, 63°, 232 | 1, °47, 441 
Proposals no longer under consideration (end of period $12, 448 601, 758 
Total proposals received (end of period) <= 2, 215, 31 2, 828, 300 


ROLE AND NATURE OF THE DLF 


The Development Loan Fund is an independent Government corporation, estab- 
lished under the Mutual Security Act of 1958 and subject to the Government 
Corporation Control Act and governed by a Board of Directors. ‘he Board con- 
sists of the Under Secretary of State for Economic Affairs, Chairman; the 
Director of the ICA; the U.S. Executive Director of the IBRD, who is also an 
Assistant Secretary of the Treasury; the President of the Export-Import Bank; 
and the Managing Director of the DLF. The Board carries out its responsibili- 
ties subject to the foreign policy guidance of the Secretary of State. 


Role of the DLF 


The Development Loan Fund concentrates in one component of the mutual 
security program investment capital to be used in accelerating growth in the 
less developed economies of the world. It is the principal instrument of the 
U.S. Government charged with this objective. 

Authorized by the Congress approximately 18 months ago and, after a period 
of organization, in active operation for about 1 year, the Development Loan Fund 
has certain features which are unique on the international financing scene. 

Thé DLF acts only when financing from other free world sources is unavailable 
on reasonable terms. Thus, by statutory requirement and administrative prac- 
tice, it supplements and does not compete with existing sources of capital. 

Because the DLF is able to provide financing on flexible terms, it can realis- 
tically adapt its repayment requirements to the capacities of borrowers in 
underdeveloped areas, many of whom cannot meet the terms which existing 
sources of capital must impose. A principal feature in this connection is the 
authority of the DLF to accept repayment in local currencies where warranted. 
When authorized, local currency repayment also avoids undue impairment of a 
country’s present or future capacity to service in hard currencies loans and 
investments extended by the International Bank for Reconstruction and Devel- 
opment (IBRD), the Export-Import Bauk, and external loans by private indi- 
viduals and institutions. 
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Type of operations 

The DLF also represents certain significant departures in the manner in which 
the U.S. Government provides development financing. 

Prior to fiscal year 1958, development financing in the mutual security program 
was provided on both a grant and loan basis. The DLF is authorized to extend 
only loans, credits, guarantees, and other forms of financing, excluding grants 
or direct purchases of equity securities. The DLF can enter into credit arrange- 
ments with foreign governments, private American and foreign business enter- 
prises and international organizations, either singly or combined. 

Unlike the annual, advance allocation of funds by country, which existed under 
previous mutual security development financing, the DLF makes no advance al- 
locations, but is intended to act only on specific development proposals. Such 
proposals can be for technically and economically sound projects or programs 
which contribute to the productive growth of the country in which they are lo- 
cated. Loans are made only on the basis of firm commitments by the borrower 
to repay and upon a finding that there are reasonable prospects for repayment. 


Funding structure 


Unlike other elements of the mutual security program, the DLF is a revolving 
fund. Funds made available to it by the Congress need not be obligated within 
a specific period of time. Such funds, together with repayments and earnings, 
become a part of the organization’s capital structure to be used as required. 

At the present time, the DLF is capitalized with appropriations authorized in 
section 203 of the Mutual Security Act of 1954, as amended. Out of the $1,125 
million authorized therein, of which $500 million could have become available 
in fiscal year 1958 and $625 million in fiscal year 1959, a total of $700 million has 
been appropriated by the Congress; $300 million of this amount was made avail- 
able for use beginning in fiscal year 1958 and $400 million beginning in fiscal 
year 1959. 

It should be noted that DLF capital will in time be composed of foreign cur- 
rencies as well as dollars received in repayment. Under existing agreements 
with the countries of issue, the DLF will be free to lend these currencies for local 
development activities or sell these currencies to other agencies of the U.S. Gov- 
ernment for their use. Agreements also provide for use of such currencies to 
finance local exports and for their conversion into other currencies upon agree- 
ment with the country whose currency is involved. 


Internal organization and staffing 


The DLF operates through four basic organizational units in addition to the 
office of Managing Director. The Office of the Deputy Managing Director for 
Finance and Development is responsible for the development of financial policies 
and programs and for various special programs, such as the promotion of private 
investment and of local development banks. The review, negotiation, and 
implementation of specific loan proposals is the responsibility of the Office of 
Deputy Director for Operations. In addition, the DLF contains an Office of 
the Secretary which is responsible for maintaining corporate records and general 
administrative functions and an Office of the General Counsel. 

The small size of the DLF staff reflects an effort to rely as fully as possible upon 
the technical and other resources and services already available in other Govern- 
ment agencies and private organizations. For example, the staff of about 65 now 
depends on the ICA for the financial administration of loans, including the 
handling of disbursements and financial record keeping. ICA also performs 
financial audits of DLF loans and provides general housekeeping services. The 
DLF also turns to ICA, other Government agents and private consulting firms 
for enginering and other technical review and advisory services. The DLF 
pays for such services out of its assets under an annual administrative expense 
limitation contained in appropriations legislation. 

Lending policies 

The basic lending policies of the DLF originate in specific statutory require- 
ments. These require that it take into account in any financial transaction (1) 
whether financing could be obtained in whole or in part other free world sources, 
(2) the economic and technical soundness of the activity to be financed. (3) 
whether the activity gives reasonable promise of contributing to the development 
of economic resources or to the increase of productive capacities * * * (4) the 
possible adverse effects upon the economy of the United States with special 
reference to areas of substantial labor surplus * * *, 


87458—59——27 
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Since the purpose of the DLF is to help stimulate long-range development, the 
Board has adopted a number of additional policies intended to reflect this basie 
intention. For example, it normally does not consider: (1) Proposals by ex. 
porters to finance sales to foreign buyers (these are referred to the Export-Import 
Bank where exports from the United States are involved); (2) proposals jn- 
volving imports for resale; (3) working capital loans; (4) proposals to refund 
or refinance. 

It is the DLF policy to finance specific projects or programs where programs 
involve collections of projects. Thus, it funds such specific facilities as power- 
plants, manufacturing facilities, water and sewage systems, and port improve- 
ments. Underlying this preference for projects is the belief that financing for 
a broad or loosely defined set of purposes or activities could result in the use 
of funds for purposes which do not contribute directly or efficiently to productive 
growth. 

The DLF is normally reluctant to provide dollars for the financing of loca] 
costs of development activities. In those instances where such financing is con- 
sidered, clear evidence is required that such currencies cannot be made available 
by the borrower without serious damage to the price and monetary situation in 
the country concerned. 


Loan terms and conditions 
Interest rates charged by the DLF normally are based on the type of project 
involved. If the activity is classed as economic overhead (including 


ports, etc.), a rate approximating the current cost of money to the U 
ernment is used. 


roads, 


.S. Goy- 
Currently the rate for this type of preject is 3% percent. 


For profitmaking types of projects the DLF normally charges “al 
parable to that charged by the Export-Import Bank. 


rate com- 
At the present time this 
rate is about 534 percent. 


Particularly in those cases where DLF funds are reloaned by intermediaries 
to local private borrowers, as in the case of loans to development banks, excep- 
tions to this general rate policy have been necessary in order to allow for 
reasonable charges by the secondary lender and a reasonable rate to the ultimate 
borrower. 

Where local currency repayment has been authorized, the 
to maintain the dollar value of the original loan. 


Loan maturities are normally geared to the useful life of the facility to be 
financed. 


borrower agrees 


Review and approval procedures 


The DLF accepts applications submitted through U.S. embassies or operations 
missions overseas or submitted directly to the DLF in Washington. 

When an initial loan proposal is received, it is subjected to a preliminary 
review by the staff to determine whether, on the face of the information avail- 
able at that point, the proposal is consistent with the basic criteria for DLF 
financing and appears to be sufficiently sound and important to warrant further 
consideration. 

Before an intensive evaluation of a proposed loan is made, a check is made to 
determine whether financing is available from private financing sources, the 
Export-Import Bank, the International Bank for Reconstruction and Develop- 
ment or the International Finance Corporation 

If the proposal passes the preliminary review and financing is not available 
at reasonable terms from other sources a decision is then made to subject it to 
intensive review and evaluation. A DLF Staff Committee, consisting of a loan 
officer, an engineer and a lawyer, is then formed to examine and supervise the 
loan proposal through its implementation phase, if a loan actually results, or 
until it is rejected. 

The applicant is then invited to submit such additional engineering. technical. 
financial, and other data as is required for this purpose. 

In reviewing the economic and technical aspects of a proposal, the DLF loan 
officers and engineers draw upon the specialized services of the technical staffs in 
ICA, Export-Import Bank and other Government and private organizations. The 
views of the U.S. Embassies and ICA missions in the country concerned are also 
obtained and considered. 

On completing its evaluation, the DLF management submits a memorandum to 
the Board of Directors recommending approval, supported by appropriate justi- 
fication and documentation. If the Beard reaches a favorable conclusion. it 
adopts a formal resolution recommending that the loan be established and specifies 
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the basic terms for the loan. The Board may on the other hand disapprove the 
proposal or send it back to the DLF management for further information, study 
or negotiation. 

After approval by the Board, the proposal is referred for advice to the National 
Advisory Council on International Monetary and Financial Problems. The NAC 
consists of the Secretary of the Treasury, the Secretary of Commerce, the Secre- 
tary of State, the Chairman of the Board of Governors of the Federal Reserve 
System, the Chairman of the Board of Directors of the Export-Import Bank and 
their representatives. 

Commitment of funds 

DLF funds are committed when a loan is approved; committed funds are no 
longer available for further lending—The commitment represents approval of a 
porrower’s application and a decision to use funds for that purpose. Once an 
application has passed through the approval stage, after considerable inter- 
change with the borrower, the possibility is extremely remote that it will not 
result in a firm loan agreement. 

In a few exceptional instances, funds are also committeed when a loan pro- 
gram for a country is approved, subject to approval of specific projects by the 
Board of Directors. Loan agreements are executed against specific projects, 
not against the overall programs. 


Establishment of loan 

After a loan is approved, the Managing Director of the DLF takes the neces- 
sary steps to establish the loan. He first sends to the applicant a letter which 
formally advises him that approval of his application has been authorized ac- 
cording to specified loan terms and conditions (interest rate and schedule, terms 
of repayment of principal, obligation to maintain the value of repayment if in 
foreign currency and other basic conditions). 

A loan agreement tailored to the specific project is then prepared by the DLF, 
negotiated, and signed. Formal obligation of funds is recorded on the basis of 
the signed loan agreement. 

Although formal obligation occurs at this stage, as indicated above, the DLF 
must consider that funds are committed, and unavailable for further lending 
when an application is approved, a stage which precedes formal obligation by 
varying lengths of time. 


Disbursement and procurement methods 


Disbursement of DLF loans is made for particular items or groups of items or 
services specified in the loan agreement or subsequent documents issued pur- 
suant to that agreement. 

However, after a loan agreement is concluded, the borrower normally must 
prepare detailed plans and specifications for issue of tenders or bids, often with 
assistance of consulting engineers hired by him for that purpose. He must 
then await the preparation of bids, evaluate them when received, award a con- 
tract or contracts, await the production and shipment of necessary items and 
begin necessary construction or installation. 

Since disbursements against DLF loans are normally made only for purchases 
made or services rendered and since the completion of many projects, particu- 
larly in the construction field, may take several years, it is evident that: 

(1) Some months will often elapse after a loan agreement is signed until 
an initial disbursement is made; and 

(2) Final disbursement may not be made until 3 or 4 years after a loan 
agreement is concluded. 

DLF experience, in this respect, is expected to be consistent with that of the 
Export-Import Bank, the IBRD, and other institutions which finance capital 
projects. 

The DLF disburses loan proceeds under one of two procedures. Under the 
“letter of commitment” procedure, the DLF addresses letters of commitment 
toa U.S. bank of the borrower’s choosing in which the DLF agrees to reimburse 
the bank for any money paid by it under letters of credit issued at the direction 
of the borrower for those items of equipment, material or supplies described by 
the DLF in the commitment letter. Under the “reimbursement” procedure, the 
borrower uses his own resources to pay for goods and services and is then 
reimbursed by the DLF on presentation of proof that expenditures have been 
made for the purposes specified by and under the conditions of the loan. 











418 


Solicitation of bidding throughout the free world is permitted under DLF 
loans. Purchases are normally made at the lowest competitive market price 
for the items procured—quality, time of delivery and other factors considered, 
Prior to the placement of any orders, the borrower is required to furnish 
description of the goods to be purchased and the manner of submitting bids to 
the purchaser, unless this requirement is specifically waived in writing. This 
information is then normally disseminated through the Office of Small Busi. 
ness in the ICA for the information of potential U.S. suppliers. 


Review of economic feasibility 


In evaluating the economic soundness of proposals placed before it, the DLF 
has recourse to information and judgments from within its own staff and from 
the economic and technical staffs of ICA, consulting engineering firms and 
=xport-Import Bank, the IBRD, the Bureau of Reclamation, and other Goy. 
ernment agencies. The borrower is required to submit sufficient information to 
enable the staff readily to determine the economic worth of a project in relg- 
tion to its total costs. 

As the conference committee report on the Mutual Security Act of 1958 sng. 
gested, however, lack of available data in many of the underdeveloped countries 
precludes rigid adherence to any cost-benefit formula and would make difficult 
any mandatory application of a specific formula to projects carried out in under- 
developed economies. 


Impact of loans on U.S. economy 


Consistent with the statutory requirement, the DLF examines the possible 
adverse impact on the U.S. economy of proposals placed before it. In this con- 
nection, it considers the anticipated output involved, the equipment to be procured 
under the loan and the method by which the loan is to be financed. 

By and large, activities whose output suggests a potentially adverse effect on 
the U.S. economy are located in the fields of food and agriculture and industry, 
Where a potentially adverse impact is foreseen, the DLF staff consults with other 
interested agencies sch as Agriculture, Commerce, Treasury, State, ICA, and 
the Department of the Interior (Bureau of Mines). Each recommendation for 
approval presented to the Board now includes a section indicating what the 
“adverse effects,” if any, might be on the U.S. economy. The Board itself con- 
siders this question, bringing to bear their views as representatives of State, ICA, 
Export-Import Bank, and Treasury. If approved by the Board, consultation is 
held with the National Advisory Council on International Monetary and Finan- 
cial Problems (NAC) where Treasury, State, Commerce, Federal Reserve Board, 
and the Export-Import Bank are represented plus such nonvoting participants 
as Agriculture and the Bureau of the Budget. 

The loan disbursement methods employed by the Development Loan Fund 
also utilize the services of U.S. banking institutions, as indicated above. In 
addition, the DLF is attempting to use other financing techniques which will 
stimulate the use of funds by U.S. banks and other private investors. One such 
technique is the guarantee of loans made by U.S. commercial banks. 

Support of private investment 

Mindful language in section 202(b) of the Mutual Security Act and in the 
report of House Foreign Affairs Committee on the Mutual Security Act of 1958 
relative to the support of private investment, the DLF review of loan proposals 
is concerned with the extent to which financing might be available from private 
sources. Each applicant for a loan is required to state in writing efforts under- 
taken to seek financing from other sources and the terms, if any, on which such 
eapital is available. The DLF. however, makes its independent appraisal of the 
availability of funds to the applicant. 

While every effort is made to canvass such alternative sources, the nature of 
most of the undertakings presented to the DLF, such as railroads, highways, 
sewage plants, high tension grids, power dams, and ports is not attractive to 
private investors. Often the current financial position of the borrowing country 
makes unattractive a project for which private financing might otherwise be 
available. Industrial establishments both large and small, public and private, 
normally offer more attractive opportunities and it is here that the DLF exerts 
its principal effort to find other sources of financing. 

At the present time, the DLF is investigating ways of improving its procedures 
for contacting potential private investors both in the United States and abroad. 
In addition to staff level surveillance to determine whether private financing 
might be available, DLF loans are also reviewed from this standpoint by its 
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Board of Directors and the NAC, thereby bringing the interest and experience of 
other agencies to bear on this problem. 

The DLF is particularly interested in supporting the growth of small local 
private business in less developed countries and in fostering wherever appropriate 
the adoption of credit practices which would make funds available for such small 
enterprises On reasonable terms. For administrative reasons, however, it has 
not proved feasible for the DLF to handle directly loans of less than $100,000. 
Therefore, in order to support small business, it envisages the use of local develop- 
ment banks where feasible in underdeveloped areas as a means of channeling 
foreign exchange loans to small enterpreneurs. Several loans to such banks have 
already been approved and more are under consideration. 


PROGRESS AND ACCOMPLISHMENTS 
Summary 

Authorized by the Congress in August 1957, and established by Executive 
order in November of the same year, the DLF experienced a preparatory period 
prior to the commencement of actual operations. It was first necessary to estab- 
lish a working organization, decide on basic lending policies, and receive applica- 
tions based on these new technical requirements. The present Managing Director 
was unable to leave his post as Ambassador to Venezuela and take office with the 
DLF until January 4, 1958. The DLF, as a result of all these factors, was unable 
to begin handling loan requests until January 1958 with one-half of fiscal year 
1958 remaining. 

As the DLF’s capabilities for processing applications were getting underway 
early last year, applications began to mount at a rate far beyond that anticipated. 
By mid-January they had risen to $1.3 billion and by the end of June to $2.2 
billion. By January 31, 1959, the DLF had formally taken under consideration 
proposals totaling more than $2.8 billion. 

It should be noted that this figure represents proposals which survived an 
initial screening. It excludes a vast and indeterminable volume of applications 
and inquiries whose ineligibility for DLF consideration was so clear at the out 
set that there seemed to be no need to consider them further. 

The $2.8 billion in proposals actually taken under consideration were in the 
following status as of January 31, 1959: 

Loan commitments have been made for a total of $679 million. The DLF had, 
therefore, used all but $20 million of its capital available for lending as of that 
date. 

Another $602 million in applications were no longer under consideration either 
because they had been found to be inappropriate for DLF financing, because they 
had been withdrawn by the borrower, or because other institutions, primarily 
the Export-Import Bank, had indicated a willingness to consider financing. 

This leaves a total of more than $1.5 billion in applications still on hand. These 
proposals have all passed a preliminary review indicating that, on the basis of 
the preliminary information available, they are the type of projects which ap- 
pear to be eligible under DLF criteria subject to the outcome of an intensive 
evaluation. 


Proposals taken under consideration 


The $2.8 billion in proposals taken under consideration by the DLF in the 
14 months preceding February 1959 emanated from 55 countries and involve 
573 separate applications. 

The largest single bloc of proposals, amounting in value to 45 percent of the 
total, has been received from south Asia and the Near East. An additional 21 
percent came from the Far East, 13 percent from Europe, 14 percent from Latin 
America, and 7 percent from Africa. The distribution of the proposals by 
region is summarized in the following table: 


Proposals taken under consideration (Jan. 31, 1959), by region 


Dollar value 
(in thousands) 


al ee ik gs saierioneleaiaie teh 660, 682 
i Ut ah a, lh eines ecnia ns dari a tnetmediagiansia ies doin mealies bie 614, 677 
A Png alae i Rae creel ey OMS dle ae Re se Prete: 588, 219 
ia inci ok lhe dae aa aanisneelb ieneiaeishaiiadinmian akon icciinsaeaaliasiantints helene 378, 081 
I eS 403, 739 
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The wide variations among regions and countries in volume of applications 
received is accounted for by a variety of reasons. One obvious fact that emerges 
from the foregoing table is that the bulk of the proposals, in terms of value 
originated in the most populous areas of the less-developed world. It is also 
evident that some countries, as a result of past preparations, had on hand a 
backlog of ready projects; others did not. This disparity is accounted for jp 
some instances by the general status of a country’s development efforts and ip 
others by the particular State of the country’s or region’s skills. It might algo 
be contended that responses from some areas were fewer than would have been 
the case if substantial alternative sources of financing had not already been 
available. 

The kinds of development improvements taken under consideration by the 
DLF are summarized in the following table by functional category. It should 
be noted that proposals in the field of industry, power, transport, and communi- 
cations dominate the picture: 


Proposals taken under consideration (Jan. 31, 1959), by type 


Dollar value 
(in thousands) 


Food and agriculture, including irrigation__.____._______ delete ta $199, 801 
I i sca BT eer taictipc linge cheb Gh ge Stele hb Ses kewdie pian bi ecanin a btat binonathinwhion 74, 418 
I as escrisign peevehesacir cuales bal 61, 006 
Transportation and communications____-__-_-__--_---._-_-_-_--___- 776, 259 
aes clh initio ent cus dads teisia teint ce si i telltale Nil eal tenia et ienceaiappeid 75, 100 
a lh cc hid 


a al 1, 065, 307 
aencmces tie 97, 152 
Sa 64, 662 
a atlas waite erin hg cea Ere tearectiakns 14, 600 


Health and sanitation, including water supply and sewage 
Community development, social welfare, and housing____~_- 
Miscellaneous 





Total 
Loan commitments 


Out of the $679 million in loan commitments made through January 31, 1959, 
specific project approvals totaled $594 million and loan program approvals totaled 
$85 million. Formal loan agreements had been signed for $349 million of this 
total and loan agreement negotiations were in process of the balance. 

The bulk of total DLF loan commitments thus far have fallen in the south 
Asian region, where India and Pakistan dominate the picture, thereby reproduc- 
ing the pattern already observed in connection with proposals received by the 
DLF. Distribution by major country is summarized in the following table: 


Loan commitments (Jan. 31, 1959), by major country 


Dollar value Dollar value 


Country: (in millions) Country—Continued (in millions) 
India___. : oe $175. 0 Thailand $21. 8 
Pakistan — 70. 2 Malava__.- 20. 0 
Philippines : i i 50. 0 Tsrael . 20. 0 
Tran bi eS 47.5 Vietnam 19.5 
Turkey ; 47.5 Greece 12.0 
Taiwan es: = 39. 5 Sudan 10.0 
Yugoslavia 27.5 Others ; 71.2 
Argentina 24.8 i 
ee 26e See : : 22. 6 Total _- 679. 1 


Specific project commitments, which are individually described in a separate 
section below entitled “Approved Loans,” involve such varied activities as road, 
railway and port development, a sawmill, cement plants, telecommunications fa- 
cilities, power generation and distribution facilities, local development banks, 
fertilizer plants, a coke oven, and a sugar mill. When classified by broad activity 
fields, they fall into the following categories : 
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Specific project commitments (Jan. 31,1959) by type 


Loan commitments 





Functional categories: (in thousands) 
Food and agriculture, including irrigation________________________ 24, 906 
RII iin ncssa hl cinciecnctheiacinimeaactelied Gane leke Ueland tk 6 teAd alddtaich tasty Oye bese ce, a 1, 400 
Transportation and communications._.......-.......-..-. ~~. 225, 380 
CN od caus plemegeteabannetas qintt A nw RET Gidea dh Hien. Gasset abn d ithe 114, 800 
OEY is ss Seat cred peer eun gett diene th bath deeb baie tia abated jaced 188, 220 
Health and sanitation, including water ‘supply and sewage ae 
Community development, social welfare and housing______--________ 12,300 

(Pettis cos slam tye. os Si ott oe wottn sue lee ae. 593, 606 


In addition to these loans for approved projects it was found to be in the U.S. 
interest to make several commitments for loan programs in advance of agree- 
ment on specific projects, to several countries experiencing an emergency situa- 
tion in connection with their development programs. In two instances such DLF 
funding was undertaken as part of a multilateral assistance effort. DLF joined 
with member governments of the Organization for European Economie Coopera- 
tion in an effort to place the development efforts of Turkey on a stable basis. 
It also cooperated with the International Monetary Fund in a comparable under- 
taking with respect to Argentina. 

Disbursements against these commitments are being and will be made only in 
accordance with loan agreements authorizing expenditures for specified develop- 
ment projects. Such commitments still outstanding on January 31, 1959, for 
which project details were being determined, totaled $85.5 million and consisted 
of the following: 

Argentina ($24,750,000).—¥For projects in transportation (including locomotive 
spare parts, machinery for railway repair shops, bogies for railway cars and 
other railway machinery) and power (including hydroelectric machinery, gas 
turbines and other related machinery ). 

Lebanon ($4 million).—For projects in the private sector. 

Philippines ($26,250,000).—For public and private projects to be selected 
from the following proposals: Urea and ammonium sulphate plant and other 
private projects totaling $26.5 million provincial waterworks, Cotabo flood 
control, Manila and suburbs water supply and sewage systems, and 5 flood- 
control projects. 

Turkey ($30,500,000).—Among the proposals to be considered are those for 
the Zonguldak coal project, power distribution project under the electric power 
survey administration, two sulfuric acid tankers, improvement of Turkish 
airlines, Yakal boracite project, Koruma Agricultural Chemical Co., Minne- 
apolis Moline Machinery Co., and Federal trucks. 

Loans to private enterprise 

Almost $225 million, or about one-third, of committed funds will directly 
benefit private enterprise. Agreements totaling $92 million have been or are 
expected to be concluded directly with privately owned firms. The balance, 
or about $132 million of the total, involves commitments to governments for 
the purchase of imported capital items which are being placed directly at the 
disposal of local private industry. 

Currencies of repayment 

Out of the $679 million in loan commitments, more than $133 million or about 
19 percent are expected to be repaid in dollars or other “hard” currencies. 
Realization of dollars or other hard currencies in this amount exceeds the 
expectations which were reflected in last year’s presentation to the Congress. 


/ 


Such repayments were then estimated at about 7% percent of approved loans. 


Some uses of loan funds 


Several additional characteristics of the DLF’s first year of activity are also 
worth noting. In a number of cases the DLF participated with other lending 
institutions in financing common or complementary undertakings in a particu- 
lar country. Thus, shortfalls in project financing under India’s second 5-year 
plan were met with 2 loans totaling $175 million, in conjunction with credits 
extended by the Export-Import Bank and the International Bank for Recon- 
struction and Development. The DLF also loaned $5 million to Honduras to 
meet residual costs of a highway development program financed also by the 
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IBRD. A DLF loan to Thailand to finance a power-distributing System for 
Bangkok was developed in conjunction with an Export-Import Bank loan for 
generation facilities in the same area. 

In its effort to support an enlarged flow of private U.S. capital to the less- 
developed areas, the DLF was able to conclude its first loan guarantee several 
months ago. Under this arrangement the DLF guarantees collectibility for a 
loan to be extended by two American banks to the Ingalls-Taiwan Shipbuilding 
Corp. to permit increased ship construction. This transaction is described in 
detail below in the separate section entitled “Approved Loans.” 


Effect of first year’s loans 


The full impact of the DLF’s first year of active operations remains to be 
measured. The actual contribution of the DLF to economic growth will be evident 
and measurable when factories begin to produce, dams begin to generate power 
and roads and railways are in full operation. These results will normally come 
about only several years after DLF loan agreements are signed. In many cases 
the loan agreements must be followed by detailed engineering designs, solicitation 


of bids, a period of variable length for construction, and a period for the startup 
of operations. 


Proposals no longer under consideration 


Of the $602 million in proposals no longer under consideration as of January 
31, 1959, 50 separate applications, totaling $208 million had been accepted for 
consideration by other lending institutions, largely by the Export-Import Bank. 
A total of $138 million had been found, in addition, to be inappropriate for DLF 
financing as a result of more intensive evaluation and $256 million were judged 
to contain information insufficient on which to base a judgment or were with- 
drawn by the borrower. 


Proposals still under consideration and on hand 


Having disposed of $1.28 billion in proposals in the manner described above, the 
DLF had on hand as of January 31, 1959, 348 separate proposals totaling $1,547 
million. These are summarized by region and type ef activity in the following 
table: 


Proposals under consideration and on hand (Jan, 31, 1959) by region and type 


{In millions of dollers] 























| | 
Total Sov h | Near Far | Ruroge | Africa | Latin 
| Asa | East | East America 
| 
Food and agriculture, including irrigation..| 113.0 | 2% 8 | 5.1 | 16.3 25.0 29.6 14.4 
Mining ___- Se anne 37.9 1-6" .st 62.8 3. 
Water resources ieee ate Sata 61.0 22.1 sail 9.0 9 Lena t 
Transportation and communications. --- -- 371.9 | 142.5 101.7 45.2) 2.9 11.5 50.1 
Re i sep eS. bas ciaacche 319.0} 69.0] 78.8) 743] 66.3] 30.3 0.4 
Industry____-- ie wae--ne------} 860.6] 127.2] 1226] 941] 1865] 7.6 22.6 
Health and sanitation, including water | 
supply and sewage. ye .. 33.4 Be e220. S78 lzc 8.5 | 2.5 
Community development, social welfare | | 
ee ee = 2.5 | 1.7 i 12.9 19.6 
Se Sa a RE a 14.0 9.0 : | 5.0 : oi 
8 SS eee ees Je 1, 547.4 397.9 339. 3 263. 8 306. 3 130.6 | 109. 5 


Note.— May not add due to rounding. 


Obligations and expenditures 


Total obligations or signed loan agreements amounted to $102.1 million in 
fiscal year 1958. They rose to $349 million by January 31, 1959, and are ex- 
pected to total about $500 million by the end of this fiscal year. In addition, the 
DLF expects to obligate an estimated $1,250,000 for administrative expenses 
under a limitation contained in the Mutual Security Appropriations Act. 

Gross expenditures amounted to $1.5 million in fiscal year 1958 and are esti- 
mated at $102.4 million in fiscal year 1959. 

Since the DLF obligates funds for the full cost of a project rather than in 
annual increments, full expenditure under any loan agreement is not expected 
to take place until 2 to 4 years after its signing. This is comparable to the 
experience of other lending institutions engaged in similar financing. 
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| Zepayments and earnings 
Since payments of interest and repayments of principal begin to flow back to 
‘he DLF normally 6 months and 1 year, respectively, following the initial ex- 
penditure of funds, and since loan repayments are often of token size in the early 
years of the loan, realization of liquid assets from this source will not be signifi- 
cant for some time. By the end of fiscal year 1959 such receipts are expected to 
total $2.4 million as follows: 





Foreign 
Dollars currencies Total 
(dollar receipts 
equivalent) 





| Interest earned from loans- tile bike Kianipiaiten tc eddipieindehtane 400, 000 $1, 000, 000 $1, 400, 000 
| Fees for guarantees issued ... 5 shes oaieeaahaahbees spate ttle ams Grace ET Boninta dade adicen 500, 000 
Repayment of loans OUNSTANGINE £0 Si io ca ccc dnnddew acco cetsule Ado dihaatas 500, 000 500, 000 
IIE SUIT os a inn dts mseeniiocn Baieihiniada wera Rianne 900, 000 1, 500, 000 2, 400, 000 





It should be noted, however, that the bulk of such earnings will be in the form 
of local currencies and while the DLF expects to relend such currencies for 
local development projects as rapidly as possible, needs for such local funds 
in economies whose basic requirement is foreign exchange are expected to be 
limited within the next few years. 


PROPOSED INCREASE IN CAPITAL 


A $225 million increase in capital is being requested at this time because 
the DLF can approve virtually no more loans without additional capital. 

A total of $679 million was committed for loans as of January 31, 1959, in 
the manner described in the foregoing section, out of approximately $700 million 
in loanable capital now available to the DLF. 

Foreign policy objectives 

When the Congress established the DLF in 1957, it recognized “that the prog- 
ress of free peoples in their efforts to further their economic development, and 
thus to strengthen their freedom is important to the freedom and general welfare 
to the United States.” It reaffirmed that it is the policy of the United States 
“to help free peoples to develop their economic resources and to increase their 
productive capabilities.” 

A further dimension of this policy was described recently by President Eisen- 
hower before representatives of the nations of the Colombia plan, when he 
stated that it is “our goal * * * to enable free nations to achieve a momentum 
of economic progress which will make it possible for them to go forward in 
self-reliant growth.” Within this context, development assistance should work 
to eliminate the need for its own presence. Only when incomes rise to the point 
where further growth can be sustained through savings, conventional borrowing 
and foreign earnings, can the need for external public assistance end. 

After centuries of poverty, the peoples of the less-developed parts of the world 
are taking aim on their age-old plight. The drive for economic growth is on. 
However, these economies are short of capital as well as other resources neces- 
sary for economic growth. 

The Soviet bloc is not unmindful of the opportunities presented by this 
situation. The Communists recognize the profound rise in aspirations that 
characterizes these areas and they see an opportunity to woo uncommitted 
governments with substantial offers of aid. They support development for 
their own purposes. 

Some leaders in the less-developed countries are questioning whether free 
institutions and methods are truly applicable to the problems of their countries 
today. There is danger that some will turn to authoritarian, Communist 
methods in desperation rather than accept continuing poverty. 

The very existence of the DLF reflects in part the conviction that a substantial 
increase in development financing by the United States, beyond the estimated 
annual level of about $400 million prevailing prior to the DLF, is needed to 
fulfill U.S. objectives. 

Without the requested increase in capitalization, the DLF will be unable to 
meet the needs for development assistance originally contemplated to be met in 
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the recommendations of the executive branch for fiscal year 1959. The execy- 
tive branch believed then and still believes that the full $625 million which it 
originally requested out of fiscal year 1959 funds is required in this fiscal year 
to enable the DLF to extend assistance which must be extended if U.S. foreign 
policy objectives are not to be endangered. 

DLF capabilities 

The rate of DLF activity in the first 7 months of the fiscal year has dispelled 
any doubts that may have existed that the DLF would be able to handle more 
than $400 million in a prudent way during the entire fiscal year. The need re. 
mains for DLF funding in the amount originally authorized by the Congress, 
Good projects are on hand. However, no additional loan approvals are possible 
until additional capital is made available. 

Thus, the DLF is now confronted with the situation which was foreseen in the 
conference report on mutual security appropriations : 

“The amounts contained in the bill agreed to by the conferees were too small 
in the view of some of the conferees, especially in the Development Loan Fund. 
It is understood that if additional funds are needed next January, for the pur- 
poses contained in this bill, the Appropriations Committee of the House and 
Senate will give earnest consideration to the recommendations of the Executive 
in view of the importance of maintaining our friendly relations with countries 
with whom we have undertakings.” 

Backlog 


A backlog of more than $1.5 billion in proposals was on hand as of January 31, 
1959. The nature and source of these applications has been described in the 
preceding section. All have passed a preliminary review which confirmed that 
they are in a geographic area eligible for DLF loans, present no obvious conflicts 
with DLF lending criteria and meet minimum requirements for preliminary 
information. 

Mr. Tuomas. Where is our friend, Mr. Smith, from Aspen, Colo.? 
Is he with us, or has he definitely decided to leave ? 

Mr. Ditwon. Yes. 

Mr. Tuomas. He was the Director. 

Mr. Ditton. He submitted his resignation. 

Mr. Tuomas. It has been accepted ? 

Mr. Ditton. Yes. 

Mr. Tuomas. He has gone? 

Mr. Ditxon. On the 31st of January. 

Mr. Tuomas. Has the job been filled ? 

Mr. Dimon. Yes, but his successor has not been confirmed by the 
Senate. 

Mr. Tuomas. Who is that? 

Mr. Drton. Ambassador James Riddleberger a career Foreign 
Service officer, who has been serving the last year and a half in 
Greece. 

Mr. Tuomas. Heisacareer man ? 

Mr. Dition. Yes. 

Mr. Tuomas. He has not been confirmed yet? 

Mr. Ditton. No, sir. He will be appearing next week before the 
Senate committee. 

NUMBER OF EMPLOYEES 


Mr. Tuomas. I believe you stated that the Board has about 65 em- 
ployees and that the limitation against the administration expense 
throughout the agency is $1,250,000 in the 1959 bill. The Board has 
65 employees ? 

Mr. McInvrosu. Yes. 

Mr. Tuomas. How many employees are there throughout the entire 
administration ? 
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Mr. McIntosu. That is our whole staff, clerks and stenographers 
and everybody. 

Mr. Tuomas. For the Development Loan Fund ? 

Mr. McInrosu. That is the entire staff, not including the five mem- 
pers of the Board. 

Mr. Tuomas. What about your field offices ? 

Mr. McIntosu. We have no field offices and neither does the Export- 
Import Bank. 

Mr. Tuomas. Do you need your entire $1,250,000? Do you make any 

contributions to your cooperating agencies 4 

Mr. McInrosu. Oh, yes. We pay substantial amounts to ICA, par- 
ticularly for engineering services and the services of the controller’s 
office. 

Mr. Tuomas. How much do you pay to ICA ? 

Mr. Murruy. $230,000 in this fiscal year. 

Mr. Tuomas. You do not commingle your funds with their opera- 
tions ¢ 

Mr. McInrosu. No, sir. 

Mr. Tuomas. Your administration costs are kept separate from 
theirs all the way through ? 

Mr. McInrosu. Yes. 

Mr. Tuomas. And this deals entirely with the corporate fund of 
the Board ¢ 

Mr. McInrosu. Yes. Although we have no foreign offices, and the 
Export-Import Bank does not either, we do considerable traveling. 


CONSULTANTS 


Mr. Tuomas. How many consulting firms do you use? 

Mr. McIntosu. We are only using one consulting firm at the pres- 
ent time. 

Mr. Tuomas. Who is that firm ? 

Mr. McIntosu. Alex. Brown. We have used them as consultants. 

Mr. Tuomas. Where are they ? 

Mr. McIntosu. In Washington and New York. They are private 
investment bankers. We use them as consultants in connection with 
techniques and mechanics of operating development banks. 

Mr. THomas. Can you speak for the ICA ? 

Mr. McInrosu. I work only for the Development Loan Fund. 

Mr. Tuomas. It is a little hard to separate the two. It might be 
well to have our distinguished friend from the ICA here because even 
though they are two separate legal entities they are certainly over- 
lapping. 

How many consultants do you have at ICA, outside firms not regu- 
larly on the employee list ? 

Mr. Mureny. I do not know. 

Mr. Tuomas. Are they numerous? Do you know the total amount 
of dollars that you spend for that ? 

Mr. Murruy. No, sir; I do not. I would have to look that infor- 
mation up and supply it for the committee. I know that we have one 
engineering consulting firm that we use very frequently here in Wash- 
ington, the Tudor Engineering firm. 

Mr. Tuomas. I imagine that you are spending your funds liberally 
with those people. 
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Mr. Murrey. We have them review all capital projects. 
Mr. Tuomas. Just one outside engineering consulting firm? 


Mr. Mureny. This is the one that we use most frequently and most 
extensively, Mr. Chairman. We may have others. 


Mr. Tuomas. Why not split it up? I would rather have a half 
dozen than one. 


(The information requested is as follows :) 


International Cooperation Administration currently is a party to the three con- 
tracts listed below under which ICA may obtain advice on the practicability, 
including technical feasibility of proposed projects. Under two of the contracts 
(Ralph M, Parsons Co. and Smith, Hinchman & Grylls Associates, Inc.) advice 
may also be provided to the Governments of Pakistan and Korea respectively, 
In addition ICA finances some other contracts to which it is not a party and 
under which the contractor is required only to advise the government receiving 
the assistance. 


RatpH M. Parsons Co. anp ICA 


CONTRACT ICA~W-—152 


Furnish technical advice and assistance on projects requiring engineering and 
other services. 

Pericd: June 25, 1956, through June 30, 1959. 

Amount: $1,015,740. 


Disbursements: 
Fiscal year 
i ecritcs cueiaes $272, 247. 67 


mln, 


einai neal ened asian tate tiles snanmsodncommuaiennin 343, 349. 99 
1959 iapeeheenipeberexeleeekatapainen-artn taeltetetierins cals te oe enien 256, 380. 81 





leech cle fico li ie a nh nt cect shanna 871, 978. 47 


SMITH, HINCHMAN & GryLis AssocrIATEs, INc., GOVERNMENT OF KorEA AND ICA 


CONTRACT ICA-X—4 


Provide management, advisory, consultation, engineering, and other services. 
Period: January 18, 1957, through March 20, 1959 (being extended). 
Amount: $4,450,000. 

Disbursements: 
Fiscal year 








ariel pirat eacihepan indi grag bi acuistibs seat sone temsinen-acep ceeninus tomy phigh eretwishemutin sche $26, 410. 51 
NN a ees ie Crew tsuenessdietagesseniereeumas=aanemrpwen 1, 010, 660. 54 
Fi rncnen ere les ip dest ik hia leondsicdengh aan tandem ent ahenhareitk cs ichineb aces bee ade 1, 258, 441. 47 

Re nttdietsthenenrerehamr toh gee to haechnapeginaldaem pre datehqwginny 2, 295, 512. 52 


Tupor ENGINEERING Co. AND ICA 
CONTRACTS ICA—W-118 AND 646 


Review reports, investigations, recommendations, and plans prepared by others, 
related to technical and economic development projects proposed and under 
consideration. 

$80,000 for period March 27, 1956, through June 30, 1956. 

$600,000 for each fiscal year from July 1, 1956. 


Disbursements: 
Fiscal year 


a det een eniien $415, 106. 64 
Teen enna ee et anaes erancnntn tha dencouae 362, 077. 40 
eer Lee DO i Od ite teuhesiebnwtbibicalbite 279, 409. 86 

a 1, 056, 593. 90 
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LOANS PRIOR TO INCORPORATION OF LOAN FUND 


Mr. Tuomas. Now, you were incorporated in August of 1957 % 

Mr. Dizxon. Yes, set up in August of 1957 and incorporated in 
June 1958. 

Mr. Tuomas. Prior to 1957 were you making loans and grants? 
The ICA was? 

Mr. Ditton. The ICA was 

Mr. Tuomas. So that the fund came in without any authority to 
make any grants but purely loans. As a part of your sapitalenatanh 
though, you are gri anted an authority of $700 million, plus what w 
owing to you in the form of loans prior to 1957 ¢ 

Mr. McInrosu. No, sir. 

Mr. Tuomas. What became of that money ? 

Mr. McInvosu. That has nothing to do with the Development 
Loan Fund. We had no activities prior to that date. 

Mr. Tuomas. I know. As a legal entity you did not exist, but you 
had been doing the same business ¢ 

Mr. McInvosu. ICA. 

Mr. Tuomas. What becomes of those repayments? Do those go 
back to the ICA, or to the Fund ? 

Mr. Murruy. Neither. They go back to the Treasury and are not 
available for use except as authorized by Congress. 

Mr. Trromas. What was the total of your loans made prior to the 
establishment of the Fund? Do you have that information ? 

Mr. Murrny. It was in excess of $2 billion. 

Mr. Tuomas. How much of that $2 billion in loans has been repaid 
to date? 

Mr. Mvrruy. The principal repayments run somewhere under 
$100 million. Interest ne ayments are in excess of that. 

Mr. Tuomas. We are talking about amortization of capital. 

Mr. Murrny. Under $100 million. 

Mr. Tuomas. Of your $2 billion ? 

Mr. Murrny. Yes. Normally those loans had a grace period of 
payment of principal and interest of from 3 to 4 years. 

Mr. Tuomas. If there has been a payment of $100 million out of 
a total grant of $2 billion, that is about 5 percent ? 

Mr. Murpny. Yes. 

Mr. THomas. What part of the loans made during that period are 
delinquent ? 

Mr. Murrny. There is only one country on which there has been 
a default on capital amortization, and that is in the case of Turkey. 
The loan agreement required repayment in dollars each 6 months. 

Mr. Tuomas. I wonder if you would be good enough to furnish 
for the record at this point a table showing by years “the names of 
the countries prior to the establishment of the Fund and the amounts 
borrowed and the due date of the amount of funds granted in the way 
of loans and then give us another column showing the repayment 
dates and if the loan is delinquent. Show whether it is really and 
truly delinquent, or whether they are taking advantage of a grace 

riod. There are some grace periods in there? 

Mr. Murpny. That is correct. 

Mr. Tuomas. Will you do that for us? 











428 


Mr. Murpny. Yes. 
(Nore.—The information supplied for the record may be found 
beginning on p. 467.) 
Mr. Tuomas. You summarized it by saying that the amount of re- 
payments up to the creation of the Fund was about $100 million on 
$5 billion outlay of loans, and perhaps only one loan was delinquent? 
Mr. Mourreny. That is correct. In that case Turkey offered to make 
the payment. 
r. Tuomas. Do you know how many of the loans did not become 
delinquent because of the use of the grace period ? 
Mr. Mourrny. I could determine that. 
Mr. Tuomas. Please do that, sir. Give us a bird’s-eye view of that 
in a table. 
Mr. Mourpny. Yes. 
Mr. Tuomas. The status of your fund is shown here on page 4, 
You really have been in operation about 20 months, have you not? 
Mr. McInrosu. We have really been in operation 13 months. We 
started effective operations in January 1958. 
Mr. THomas. You are making a limitation by that word “effective.” 
Mr. Ditton. The first 6 months we had to hire people. 
Mr. Tuomas. You have been in legal existence about 20 months and 
in effective operation about 13 months? 
Mr. Ditton. That is right. 
Mr. Tomas. Does that accurately portray the situation ? 
Mr. Ditxo0n. Yes. 
Mr. Tomas. You do not mean to say it took you 9 months to get 
into business? The borrowers are a little more active than you? 
Mr. Drizon. It took us from August to January, about 5 months. 


UNCOMMITTED FUNDS 


Mr. Tuomas. As of about this time you have about $20 million 
uncommitted ? 

Mr. Dion. Twenty million as of the end of January. 
have just about $15 million. 

Mr. THomas. Can we be a little bit more accurate about it? The 
first thing you say is—we look with favor upon this loan. That is 
your first step. The next step is, we are going to sign, and the third 


step is, 12 or 15 months later we are going to put some money out here 
and the dirt is going to start flying. 


Now we 


POSTPONEMENT OF CONSIDERATION OF SUPPLEMENTAL FUNDS 

On the basis of your own timetable, would it ser iously slow down 
your operations for you to take a look at this thing for about 90 
days? 

Mr. McInrosu. We could not make any more loans. We could not 
approve any more loan applications. 

Mr. Tuomas. I understand that if you are out of money, but you 
still have, as of today, $15 million. On paper it would slow you 
down for’ 90 days, but in truth and in fact, if you did not have any 
money for 90 days would it slow you dow n 15 minutes in getting the 
dirt flying and everything else, and that is the ultimate test, is it not? 

Mr. McIntosu. Exe ept that the dirt flying comes as a result of 
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Joans being approved. If we do not receive any additional funds for 
9) days our operations will come to a complete stop, as far as approv- 
ing new loans is concerned. 

Mr. Tuomas. What is your backlog here in terms of projects? 

Mr. McInrosu. Any delay in approving loans means that much 
delay in having the dirt fly. 

Mr. Tuomas. Theoretically that is true, but in truth and in fact 
it does not work that way. 

Mr. Ditton. I think that it does because without capital we can 
process the loans in advance only to a point where the Board is ready 
to act on them. If we have the money at the time the Board acts, 
the borrower would be ready to act rapidly. But it takes time to 
work out the loan agreement with the individual borrower, and this 

cannot be done ahes id of having funds because we are not sure whether 
we can go ahead. There is also required some expenditure of money 
and more important time on the part of the borrowers, which they are 
not prepared to make if they do not know there is money in the till. 

Mr. Tuomas. I can cite for you some other Government agencies 
who, with $15 million in their ‘pockets, can create liabilities for the 
Government that will run in excess of $1 billion. Are you not in just 
about the same situation ? 

Mr. McIntosu. We are very careful not to approve any loans 
except from the funds that we have. 

Mr. Ditton. Technically maybe yes, but as a part of history—— 

Mr. Tuomas. In other words, a limitation to the effect that no 
loans can be approved until the full amount of the ultimate comple- 
tion cost is in the till. That limitation is not necessary? 

Mr. Ditton. That is our full policy, and we have never varied from 
that policy. That was made very clear in the legislative history estab- 
lishing the Development Loan Fund. 

Mr. Tuomas. So that limitation in the appropriation language is 
not necessary because you do that anyway / 

Mr. Ditton. That is right. That is why we cannot do more. For 
instance, we cannot start a piece of a dam and say we need more 
money—— 

FUTURE SIZE OF LOAN PROGRAM 


Mr. Tuomas. On the basis of the applications coming in, and on 
the basis of what you approve, this statement in the record here that 
you need about $400 million a year is accurate as of today. 

Mr. Ditton. We think we need about $700 million. That is what 
we are asking for. 

Mr. Toomas. On an annual basis ? 

Mr. Ditton. That is what we are asking for next year; yes. 

Mr. Tuomas. $700 million rather than $400 million ? 

Mr. Ditton. Yes. We asked for $625 million last year, and the 
request for next year is $700 million. 

Mr. Tuomas. How many years do you think that tempo will last? 

Mr. Ditton. I think it will last, as far as we can see now, for quite 
some time in the future. 

Mr. Tuomas. How long is that? 

Mr. Diiio0n. At least 10 to 15 years. We cannot see beyond that. 
I do not say it will be over then, either. This is a long-term problem 
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that we are faced with. I donot think that there is any use in trying 
to deceive ourselves about that. 

Mr. Tuomas. You know, it is bad enough to try to kid the other 
fellow, but the fatal error is to try to kid ourselves. 

Mr. Dizton. Yes, sir. 


SOVIET PROGRAM 


Mr. Tuomas. Your justifications are 
the Russians are doing in this regard. 

Of course, they are not going to set the pattern for this country, 
but your statement contained little information. You might expand 
that at this point. 

May I ask, Do we have reasonably accurate information about what 
Russia is doing in other countries outside of their own in this field of 
making loans and grants, and what are those other countries ? 

Mr. Dinion. Yes, sir; we have reasonably accurate information, 
It takes a little while to compile it accurat ely because we do not get 
it from the Soviet Union itself. We have to get it from each indi- 
vidual country in the free world. 

Mr. Tuomas. Well, our people are located in that country, are they 
not, including representatives of the State Department, who are 1 ‘ight 
there on the job, and your people. It is an open-and-above- board 
proposition. It is not secret. They are usually only too glad to talk 
about. it are they not ¢ 

Mr. Ditton. No, sir; sometimes, and very often, the full terms of 
these loans are not made public at least initially. There is just an 
announcement there will be a credit of so many millions of dollars 

Mr. Tuomas. Will you please expand your original statement as 
to what Russia is doing and give us the countries, the amount of 
money involved, the nature of the projects, and the length of the 
period of the loan, as well as the interest rate and, above all, give 
us your opinion as to whether or not these loans are business loans in 
the sense that they are going to be repaid or are they loans which give 
Russia complete or partial domination of the country in an economic 
way ? 

Will you please expand upon those points? 

Mr. Ditton. Mr. Chairman, I would be glad to. I would also like 
to refer you to the published report of a statement I made in great 
detail on this subject for the House Foreign Affairs Committee on 
January 29, which is contained in the hearings of that. committee. 

Mr. Tuomas. Well, you may incorporate whatever part of that 
statement which you desire in this record. You 
and then summarize it now orally, if you do not mind. 

Mr. Ditton. Yes, sir; I think I would like to incor porate in that 

Mr. Tuomas. You be the judge of what should go in. Take your 
time, and you can figure out the details later, but incorporate at this 
point in the record whatever part you think should be in there. You 
can attend to that later. 

Mr. Dit1on. The part of the statement which I made for the House 
Foreign Affairs Committee which I would like to have incorporated 


in the record starts at page 31 and goes through page 39 here in the 
center of the page. 


Mr. Tuomas. Thank you, sir. 
(The material referred to follows :) 
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SraTEMENT OF Hon. C. Dovucias DILLON, UNDER SECRETARY FOR ECONOMIC 
AFFAIRS, DEPARTMENT OF STATE 


Mr. Ditton. Mr. Chairman and members of the committee, I have been asked 
to come up and brief the committee on problems of interest in my field, foreign 
economic policy. 

In the past, as you know, foreign economic policy was basically concerned 
only with strengthening of the U.S. economy and preserving our trading rights 
abroad, preserving our investments, preserving opportunities for the United 
States and their trade relations with the rest of the world. 

Since the war, since the development of the Soviet Union and the total chal- 
jenge our way of life is facing, our responsibilities are greatly broadened and 
include efforts of all kinds to strengthen both individual nations in the free 
world to maintain their freedom and also to strengthen the cohesion of the 
whole free world. 

It is often thought that the mutual security program is the only thing we use 
for this. That is not true at all although it is a very important item. Our 
trade relations based on the Reciprocal Trade Agreements Act, which was suc- 
cessfully renewed last year, are vitally important in that connection. Efforts 
through many of the international institutions that help in both trade and 
development are also very important. 

Last year marked a turning point, if you will, in Europe. The European 
economies have been strengthening over the years since the war. By the end 
of last year when they announced their convertibility move, they really reached 
quit a new level. That is of great importance to us in many ways. It means 
that their currencies are more useful in the world generally. Their contribu- 
tions in their own currencies to such institutions as the International Monetary 
Fund and the World Bank are far more useful than they used to be in helping 
the development of other countries. This development was also accompanied by 
a recognition, probably because now they were able to do something effective, a 
rather broad recognition of their obligation and of their interest in contributing 
to economic stability and development in the less developed areas of the world. 

For the first time the Western German Government accepted as an integral 
part of their policy the need to join in this effort and they began by making 
really substantial credits available to India, to Turkey, and to Greece. They 
have underway projects to continue this activity in the coming years. 

The British made considerably larger credits available, particularly in the 
case of India, where they joined in the last World Bank credit this past August 
to provide funds for the Indian 5-year plan. 

The British contribution was considerably larger than our own at that time. 

The Canadians have also joined in this effort by announcing that they would 
increase their contributions to the Colombo plan grant aid for the Commonwealth 
countries to a 50 percent higher level than in the past. All this is very helpful 
practically. It also gives us a great deal of encouragement to know that we 
have this source of help in the effort to help the less developed areas progress. 
It also is an indication that some other hardheaded people, countries, have 
concluded that this is the proper policy. 

I should not fail to mention the fact either that the Italians are beginning 
to get active in this area now, in the Middle East. 

I thought that it might interest you if I commented briefly on what the other 
side has been doing during the past year. 

You will remember the discussions we had a year ago about the overall Sino- 
Soviet economic offensive. I thought it would be useful to bring this up to date. 

Last year they continued and expanded this effort and made it more aggressive. 
That is certainly the case in the trade field. The Soviet Union used trade to 
bring pressure on the Government in Finland [security deletion] and the whole 
bloc has been very vigorous in underdeveloped areas in seeking new opportunities. 
An East German trade delegation arrived in French Guinea within a week after 
the independence of Guinea and in the case of Iraq, within 5 months after the 
revolution had taken place there last July they had either completed or were 
in the final stage of completing negotiations for trade agreements with not only 
the Soviet Union and Communist China, but also all of the satellite countries 
individually. 

So that shows the pressure that the Russians have kept on this trade field. 

Khrushchev’s statements, I think, were a little more aggressive too, and I think 
quite a significant one is his statement to Senator Humphrey that we were 
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probably preparing for the wrong war, with our NATO preparations, although 
I am not so sure that makes much sense in light of the way they are acting 
in Berlin. But, nevertheless, that is what he said and that what we ought to 
look out for is the economic competition and warfare that the Soviets were going 
to use—that they were going to use such economic means in winning over the 
world to their system. 

[Security deletion. ] 

Mr. Dion. Mr. Mikoyan came over here and talked around the country about 
wanting to increase trade. When he came in to see me, he was very aggressive, 
To make a long story short, he said that we were making trade impossible, that 
they wanted to trade with us peacefully and the only way that could be possible 
would be if we could get Congress to repeal the ban on most-favored-nation 
treatment for the Soviet Union, and if we would make available very large 
credits. 

He said it was just nonsense to talk about trade if we didn’t give the U.S.S.R. 
credits because obviously the Soviet Union was not in a position to balance its 
trade right away. So he said if we wanted trade and didn’t follow up with big 
credits we were obviously insincere. 

I pointed out that there were many ways that trade could increase and that 
it had been considerably larger in the past without these big credits. Mr, 
Mikoyan was not interested in that. 

When we brought up the question of lend-lease, he showed no interest in 
resuming any conversations on that subject and in fact for the first time for 
any Soviet representative said that as far as he was concerned he didn’t think 
the Soviet Union had any obligation to pay anything under lend-lease accounts, 
He said this despite the fact when the conversations were broken apart some 7 
or 8 years ago, the Soviet had made an offer of $300 million. I didn’t press him 
to the point of saying whether this offer is withdrawn or not and the subject 
was never raised again. However, he showed no interest and indicated they 
didn’t feel they owed anything. 

Now, as far as the Communist bloc aid program is concerned, I do certainly 
have here a couple of charts that may be of interest. 

(A chart entitled “Bloc Economic and Military Credits and Grants to Legs- 
Developed Countries by Year’ was shown as follows :) 


CHART A 
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Mr. Ditton. You will see last year there was a very much larger total. We 
don’t necessarily interpret that as a trend because the Soviet Union is not op- 
erating on annual appropriations, but just operates when they find a time to do 
a job and it goes up and down as you see very dramatically. : 

It may be noteworthy that since this thing really got underway in 1956, 
1957, and 1958, if you average those out, they all average out somewhere close 
to the 1956 level, the 700 million level, and there is no indication that that will 
slow down in the next year or two. 

It isa fact that the largest amount was in 1958. 

Now, those figures are somewhat different from the figures that were made 
public in the past because these are net figures and they exclude the $300 million 
of credits to Yugoslavia that were canceled by the Soviet Union and other bloc 
countries when Yugoslavia refused to go along with their foreign policy of cold 
war with the West. 

Also we found out that some of the Soviet military, the bloc military credits 
that we had information on before were not entirely on a credit basis and that 
some 20 percent of them were downpayments, actually in cash at the time, so 
there is about $140 million that we thought were credits at that time that turned 
out not to be and have been deleted from the total. This net total comes to 
about $2.4 billion and is an aggregate figure so far as we know. 

(A chart entitled “Bloc Economic and Military Credits and Grants to Less 
Developed Countries, January 1954—December 1958, in Millions of U.S. Dollars” 
was shown, see on p. 484.) 

Mr. Ditton. This shows the countries to which the credits have gone and how 
they are divided between economic and military credits. This shows 1954 to 
1958 but, practically speaking, almost all of the credits were expended between 
1955 and 1958. 

Two-thirds is economic and one-third military and the military is largely 
concentrated in the United Arab Republic, Indonesia, and Iraq. I think the 
Iraq program is rather interesting because this is all new since the Iraq revolu- 
tion. In 6 months they moved in very rapidly and are already making very sub- 
stantial deliveries against that $120 million figure of military aid for Iraq. 

The Yugoslav figure is greatly reduced. It represents credits already used 
up. 
PUA chart entitled “Bloc Economie Aid to Less Developed Countries With U.S. 
Comparisons, Mid-1955, December 1958, in Millions of Dollars (U.S. Dollars)” 
was shown, see p. 435.) 

Mr. Driton. The third chart is merely to show a general comparison of what 
they have done with what a part of the free world effort has been in the same 
area. It is not meant to be an accurate total comparison because we have 
found that is almost impossible to do— to get a complete record of all free world 
assistance, including private investment, that has gone into these areas. 

The chart shows Communist bloc economic aid to each country where they have 
programs. It also shows a somewhat comparable figure for the United States, a 
figure which includes technical assistance, and other mutual security aid, our 
Public Law 480 deals, and Export-Import Bank loans. 

The chart shows the large amount of bloc aid to the United Arab Republic. It 
shows a large amount compared to the United States in Afghanistan. The figures 
are larger than ours in Indonesia also. 

In India our economic assistance is very substantially greater than bloc 
credits, primarily because of a very large Public Law 480 transaction. However, 
there are also other development credits started last year which are very large. 

In addition to the size of bloc grants and credits, it is significant that they are 
also moving rapidly. The last year saw an even more rapid movement in the 
technical assistance field. 

(A chart was shown, entitled “Bloc Economic Technicians in Less Developed 
Countries, July 1-December 31, 1958,” see p. 437.) 

Mr. Ditton. This chart shows Communist bloc economic technicians sent to 
free world nations last year. It shows they have 2,800 economic technicians in 
some 17 countries. There also were 1,200 military. 

These 2,800 economic technicians compare with some 4,600 American tech- 
nicians in the whole area of Africa and Asia. That might be a comparable area. 

If you just pick the countries listed on this chart where there are some Soviet 
technicians, the Soviets outnumber us about 2,800 to 2,300. However, that is 
not necessarily a fair comparison, so on the broad scale of the area we are still 
considerably ahead of them. 
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There is another factor that particularly interested me: It is that the tota] of 
2,800 today compares with 1,600 a year ago. That is an increase of 1,200 addi. 
tional technicians in 1 year, representing a 75-percent increase. The increase jn 
our effort—and we made great efforts to increase our technical assistance pro- 
gram—was a worldwide total of 600 individuals. So they increased twice as 
fast as we did. 

They have obviously an advantage on us in this field which they will always 
have, which is that they can draft and do draft their technicians and can order 
them to go where they want at a moment’s notice, and do so. 

Their technicians are capable and do a good job generally. They don’t mix 
politics with it much. But there has been a legend—lI think that is advisably the 
right word for it—that all the Soviet technicians speak the local language and 
mix with the local people like brothers. However, the facts we have been able 
to gather show this is not the case at all. The great majority do not speak the 
local language. 

That is not true of certain medical technicians and others who have been 
trained to stay in a country for a long time, but their industrial technicians gen- 
erally are not dfferent from ours. The go in and do a job and stay more or less 
by themselves, and when they are finished they leave. 

That doesn’t mean to say they are not competent, but they are no more compe- 
tent and don’t do any better job than our technicians. In fact, generally speaking, 
I think on the average their job is probably not quite as competent as the job 
done by U.S. technicians. 

It is perfectly clear that this technical assistance field is an important and 
growing area of competition. 

So much for the Soviet offensive. 

I think it is very clear, yet I want to make it expressly clear, that we feel this 
problem of assisting the underdeveloped countries to maintain and improve their 
standard of living in the face of the tremendous populaton explosion that is 
underway in many of them, is a vital necessity and something we have to do in 
our own interest, regardless of what the Soviets do. 

The difference between the standards of living of their own nations and the 
industrialized nations is now well known to these people. They know through 
radio and pictures that other people in the world live differently. They know 
these differences are not necessary. That creates tremendous tensions and tre- 
mendous drive for improvement, and if we show no interest and don’t help, it 
would lead to very bad feeling. 

Conversely, where we have shown an interest in helping, as in India in the 
last couple of years, I think we can report that the feeling toward the U.S. Gov- 
ernment is considerably improved over what it was 2 or 8 years ago. 

The fact that the Soviets are there and present an alternative and argue a case 
very strongly that their system will achieve the best results and achieve them 
quicker, means that we have a real threat and that we have to work even harder. 


Mr. Dron. The Soviet economic aid agreements are generally 
agreements made for a period running from about 12 years after the 
beginning of the delivery of the equipment or of the actual drawing 
down of money, and their interest rate has been pretty generally 2.5 
percent, although there were one or two in the earlier days that were 
as low as 2 percent. 

These loan agreements generally call for repayment but that re- 
payment can be in local currency which can be used for the purchase 
of any of the products that are produced in that particular country. 
The Soviet Union is ready to take anything, even though they may 
have a surplus of it themselves. 

As I pointed out in this statement, we think that the Soviet trade 
and aid offensive is closely tied together and that one of the basic 
purposes of their aid is to get a large portion of the trade from any 
individual country flowing to the Soviet Union. 

Mr. Tuomas. Even though they have a surplus of that same prod- 
uct in their own country ? 

Mr. Ditton. That is right, sir. 

Mr. Tuomas. What do they do with it, then? 
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Mr. Ditton. Well, I asked Ambassador Menshikov concerning pur. 
chases of Egyptian cotton when the Soviet is a large producer and 
even a seller of some of it abroad. He said it was very easy for them 
in a planned economy because they just told their farmers to grow g 
little less cotton and grow something else. 

Mr. Tuomas. They are doing the same thing with reference to 
aluminum; are they not? 

Mr. Ditton. He said that was one of the advantages of their t 
of economy over ours. In aluminum I think there is a little difer 
ent situation. They are selling aluminum abroad in order to get for- 


eign exchange to buy machinery and things which they feel they need 
more than aluminum. 


RESTRICTIONS PLACED ON LOANS OF THE UNITED STATES AND SOVIET UNION 


Mr. Tuomas. Mr. Dillion, do they require that the finished mate- 
rial or any raw material that is necessary for the foreign purchaser 
to acquire outside of his own country has to come from Russia, or is 
the borrower permitted to buy it anywhere he wants to? 

Mr. Ditton. No, sir; they generally specify where it comes from. It 
may come from Russia or any of the various Soviet satellites. 

Mr. Tuomas. But, if it does not come from within the borrowing 
country, it must come from one of their own kind, meaning the Soviets? 

Mr. Ditton. Yes, sir. 

Mr. Tuomas. How does that differ from our loans? 

Mr. Dron. That does not differ very much from our Export- 
Import Bank Loans. 

Mr. Tuomas. Iam talking about your fund now. 

Mr. Ditxon. It differs from the Fund loans because we do not make 
a requirement that the equipment 

Mr. Tuomas. Do we give them the money and then they can buy 
their raw materials and finished products any place on earth? 

Mr. Ditton. That is correct, except if they wish to buy in the United 
States, we are very happy and we would tell them that. 

Mr. Tuomas. Would they take our money under our program and 
buy from Russia? 

Mr. Ditton. No, sir; it is only in the free world that they are al- 
lowed to buy. 

Mr. Tuomas. We have a limitation to the effect that they cannot buy 
from the Communist bloc? 

Mr. McInrosu. And, furthermore, all procurement is subject to 
our approval. All items procured are subject to our approval. 

Mr. THomas. What do you mean ? 

Mr. McIntosn. If we make a loan of $1 million for the purchase 
of machinery, the machinery and purchase orders placed are subject 
to the approval of the Development Loan Fund. 

Mr. Ditton. Yes. That is to be certain that they do not buy at too 
high a price. 

Mr. Tuomas. If they wanted to buy it from England or France, or 
any of our friends, you would not object ? 

Mr. Ditton. No, sir. 


Mr. McInrosn. But we require that it be bought on a competitive 
bid basis. 
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Mr. THomas. But it depends upon whether you are getting your 
money's worth, and not where or from whom they buy it? 

Mr. Ditton. That is right. 

We feel that the Soviet offensive—the idea is if they can get their 


' trade flowing very closely between a small country and the Soviet 


Union, they would be in a position to really control that country 


| economically and also politically. They showed what they could 


do last fall in the case of Finland, which has about 30 percent of 
their exports going to the Soviet Union. 


SOVIET LOANS 


Mr. THomas. What countries, Mr. Secretary, is Russia making 
loans to? Are they making loans to some of the same countries 
that we are? 

Mr. Ditton. Some of them. Their largest loans have been made 
to the United Arab Republic, to Afghanistan, India, and Indonesia. 

Mr. Tuomas. Is there a table in the justifications showing the coun- 
tries to whom they are making the loans and the amounts of money 
involved ¢ 

Mr. Diuton. Yes, sir. 

Mr. Tuomas. Will you give us a table showing the total amount 
and the dates of these loans? 

Mr. Ditton. We will supply you with a table; yes, sir. 

(The table referred to follows :) 


Sino-Soviet bloc credits and grants extended to underdeveloped countries of the free 
world, Jan. 1, 1954, to Dec. 31, 1958 


{In millions of dollars] 



































Area and country Total Economic ! Military 
Is dcnaticwatvantdcencg eulendoontchitngancncingemlisiaell 2, 384 1, 602 782 
PU IER: TIO ie inaiapas esdensn sien eae apeaciapaeanene 1, 146 ” 566 580 
Asis icsisatasahaiajtatnasncntntestastidaveesiiidadninenin ceicin Reelin dante 626 | 311 315 
7 2 | 2 0 
3 | 3 0 
120 | 0 120 
323 195 128 
13 13 0 
59 42 | 17 
eT. ae 202 
I te 159 | 27 32 
EEN, BB be da cuddddnctcdasddaksavnotiadtqhtenutsbeae 34 | 34 0 
i al cele al ie 34 | 34 0 
ei elle IRA fecal al nt ace le an. ce 58 | 58 | 0 
UR STEP eee CSE tO RSE PT SP 304 304 0 
ee | 364 194 170 
SIGE) Sa ckaicoucindcdetibae en unekedtowasecen nae enenne 13 13 | 0 
I ee ee es TUR. 168 168 ae i. 
a 5 5 | 0 
MINES Shon a dicnkedatedscbachcuucdassdbostdweswcusuel 163 163 | 0 
ee aes eek andeaionioan cin 104 | 104 oe 0 
re ee ee 102 | 102 | 0 
a eee ace de nemeoaainl 2 | 2) 0 





vt: a 


‘Including grant aid to Egypt ($5,000,000), Cambodia ($34,000,000), Ceylon ($16,000,000), and Nepal 
($13,000,000). 
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Mr. Dixon. In the case of Finland by merely refusing to extend 
their trade agreement and to enter into talks for what they were goin 
to purchase in 1959 and also because of the cancellation of certain 
orders, there resulted such potential economic trouble to Finland last 
fall that it brought about the fall of a government to which the 
Soviets were opposed and the creation of a new government, which 
I do not think is at all pro-Soviet, but which does not contain members 
of the Conservative Party to which the Soviet Union was Opposed, 

Mr. Tuomas. Do you set out a table showing the countries to whom 
we have made these loans? Where is that table? What page is 
that on? 

Mr. McInrosu. On page 3, sir. 


ATTITUDE OF RECIPIENTS OF LOANS TOWARD THE UNITED STATES 


Mr. Tuomas. Here it is right here. After making these loans, has 
there been any change in the attitude of those countries toward our 
country ? 

Mr. Ditton. I think very definitely in the case of India that has 
been true. The general attitude over the last few years has graphi- 
cally improved. I would not say it was only on account of these ae 
agreements, but I think our interest in their development certainly 
had a very great part in that. . 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Rooney, do you have any questions ? 


POSTPONEMENT OF CONSIDERATION OF SUPPLEMENTAL REQUEST 


Mr. Rooney. Do I correctly understand that your situation is such 
that if you do not get the requested $225 million that for a period of 
4 months you will be standing still ? 

Mr. Dion. From now on until such time as we get our money 
for fiscal year 1960. I assume, based upon past experience, we prob- 
ably will not get that until the middle of August. 

Mr. Roonry. You will not get that until after the first of July, if 
then. 

Mr. Dixon. I think the middle of August has been the usual thing. 

Mr. Rooney. That is par for the course / 

Mr. Ditton. Yes, sir. 

Mr. Roonry. Now, when you sign a letter of intent in connection 
with the loans mentioned in these justifications, and when you sign a 
loan agreement, there is attendant publicity in the country with which 
we are doing business ; is there not ? 

Mr. Ditton. That is correct; yes, sir. 

Mr. Rooney. And the people of that country are led to expect that 
the loan is something definite and that it is going to be culminated as 
soon as possible ? 

Mr. Ditton. I think they are led to expect there will be some action; 
yes, sir. 

Mr. Rooney. And a delay in culmination of the loan agreement and 
the dirt flying is not to our advantage but, on the contrary, is to our 
disadvantage insofar as our relations with that country are concerned! 
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Mr. Drton. I think that is correct, sir. I think the faster that 
the loans can get started, the better. 


DIFFERENCE BETWEEN OPERATION OF DEVELOPMENT LOAN FUND AND 
EXPORT-IMPORT BANK 


Mr. Rooney. It might be well if you explained the difference be- 
tween the Development Loan Fund—and I was not a devotee of the 
roposition at the outset, as I have advised you, Mr. Secretary, but we 
have it and I now take the position that we must implement it—would 
you tell us for the record the differences between the Development 
Loan Fund and the Export-Import Bank ? 

Mr. Ditton. Well, that is very clear. The Export-Import Bank is 
primarily charged by the Congress with promoting U.S. exports and 
imports and it primarily promotes exports. 

Funds loaned from the Export-Import Bank normally must be 
used for purchases in the United States which means that the Export- 
Import Bank normally does not provide for any local currency ex- 
penditures or expenditures in the local country concerned in its loans 
and also the loan must be repayable in dollars. 

The Development Loan Fund, on the other hand, can make loans 
that are repayable in the currency of the borrower. This is of great 
assistance in the case of countries where there may be a good project, 
but where the country does not have the capacity to repay in hard 
currency over a reasonably short period of time. 

Second, the Development Loan Fund can, where circumstance 
warrants, make loans, the proceeds of which can be used for local 
currency expenditures as well as for foreign exchange purposes. 

As I said in answer to the chairman’s question, the Development 
Loan Fund’s funds do not have to be spent in the United States. 

Finally, the primary objective of the Development Loan Fund is a 
foreign policy objective of promoting economic development in the 
less developed areas which contrast with the Export-Import Bank’s 
job of promoting U.S. exports wherever they may go. 


INTEREST RATES 


Mr. Rooney. What is the situation with regard to a comparison of 
the interest rates on the Sino-Soviet loan agreements and transactions 
as compared with the interest rates on the loans set forth in this set 
of justifications ? 

Mr. Ditton. The loan rate of the Development Loan Fund is cur- 
rently 3.5 percent for what we call “basic projects,” which are non- 
revenue producing. However, for a factory or something of that na- 
ture—— 

Mr. Tuomas. Commercial 

Mr. Ditton. A commercial thing, our rate is the same as the Export- 
Import Bank, whatever that may be. 

Mr. Tuomas. Which is five and a quarter percent, or 5.5 percent; is 
it not 

Mr. Ditton. It is currently running about that rate. I believe the 
average rate comes to something just over 4 percent on the loans that 
we havemadeuptonow. The Soviet rate is 2.5 percent. 














442 


The advantage that we have to offset that difference in rates is that 
some of our loans are for a term somewhat longer than 12 years, which 
is standard in the Soviet loans. Also we accept repayment in loca] 
currencies without requiring the right to export the products we may 
buy in that local currency. 4 

It appears, however, that the Soviet Union is beginning to move ip 
that same direction, and is beginning to make loans of that same nature 
where they will accept local currencies even if there are no export 
products to go along with it. 


LOAN TO TURKEY 


Mr. Rooney. A while ago mention was made that a loan agreement 
with Turkey was the only loan agreement which was in default or 
delinquent. 

What are the facts with regard to that? Has Turkey refused to 
make payment, or did she offer some payment? What are the details? 

Mr. Ditton. This was an ICA loan, and Mr. Murphy will respond 
to that. 

Mr. Mourruy. The situation, Mr. Rooney, is that Turkey found her- 
self in a very serious foreign exchange position and was unable to 
make the repayment called for by the loan in dollars. She did offer 
to pay the equivalent in Turkish lire, but for reasons of policy the 
United States Government did not wish to accept the payment in 
that way. We must have dollar repayment which the Turks were un- 
able to make, and therefore the loan is in default. 

Mr. Rooney. Is it still in default? 

Mr. Murpuy. Yes, sir. 

Mr. Roonry. What is the amount of that loan ? 

Mr. Murrny. I do not know the amount. of the loan, sir, but the 
amount of defaulted payments, of which there are six, were about 
$2 million each, equivalent, and so it is in the neighborhood of $13 
million which would be in default at this time. 

Mr. Drtxon. In addition, Mr. Chairman, in the Turkish situation 
there was a very helpful and important development last summer 
when the Turkish Government agreed to make improvements in their 
financial practices and accept the recommendations of the Interna- 
tional Monetary Fund. At that time they devalued their currency 
and they cut back on spending and on the use of credit in Turkey, all 
in accordance with the recommendations of the International Mone- 
tary Fund. 

At the same time it was necessary for them to enter into agreements 
consolidating their debts and extending their payments. They had 
short-term debts that they were not able to meet all over the world, 
and the joint agreement with all their creditors has just been com- 
pleted in Paris. They have extended these debts for some time, and 
as part of that process, the ICA repayment period has been extended. 

In working this out, the European countries involved, as well as 
ourselves, made available substantial additional credits to Turkey. 
This was an international operation which we think was a very favor- 
able development last year because it showed that other countries are 
prepared to help in carrying this burden. 
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LOANS TO ISRAEL 


Mr. Rooney. I refer to page 34 of the justifications with regard to 
two loans to Israel, one for $5 million to Israel Industrial Institution, 
Lid., repayable in 10 years at 5 percent in Israeli pounds, and the other 
in the amount of $15 million repayable in 15 years at 5.25 percent in 
Israeli pounds. 

Do you have the money to make these loans in the current fiscal 

r? 
ir. Duon. Yes, sir. The funds for all the loans listed here have 
actually been allocated. 

Mr. Rooney. These are allocated? 

Mr. Ditton. Yes, sir. 

Mr. Rooney. Out of the amount of principal already advanced to 
the Development Loan Fund; is that correct ? 

Mr. Dixon. That is correct. 

Mr. McInrosu. We have made no loans beyond the $700 million of 
funds. 

Mr. Rooney. These loans have been made; is that correct ? 

Mr. Murreny. No; the agreement for one of them, sir, the $15 mil- 
lion loan, actually was signed in fiscal year 1958. The $5 million one 
is in this stage: The letter of advice has been issued on it. 

Mr. Perry. We have disbursed nearly $7 million under the $15 
million loan. 

Mr. Rooney. And no money as yet under the $5 million loan? 

Mr. Perry. No, sir. We are in the process of preparing the agree- 
ment to negotiate with them. 

Mr. Rooney. Thank you, Mr. Chairman. 


POSTPONEMENT OF CONSIDERATION OF SUPPLEMENTAL REQUEST 


Mr. Botanp. With respect to the efficacy of the program, Mr. Sec- 
retary, there has been some discussion indicating that actually when 
the program is going to be any good or when it becomes most effective 
is when the dirt starts to fly. But does not the importance of the 
Development Loan Funds start long before that time? It actually 
starts when the Board of Directors approve the loan, and a commit- 
ment is made? 

This is the important thing; is it not? 

Mr. McIntosu. I think so. 

Mr. Ditton. That is correct. 

Mr. Botanp. So, if there were a delay of 90 days or 4 or 5 or 6 
months, this would cause, in your judgment, great harm to the pro- 
gram, and great damage ? 

Mr. Ditxon. I think it would, because the countries concerned can- 
not make their plans firm and go ahead until such time as they re- 
ceive a letter of advice and know that we have approved the loan. 
Then the wheels are set in motion and the dirt flies, maybe, 15 months 
after that. We have tried to speed that time up as much as we can, 
but if we delayed the signing of those things, we delay the dirt flying 
by just that much time. 

Mr. Botanp. And, then, you would say the propaganda value and 
the feeling which might be engendered—the good feeling—develops 
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at the time the commitment is entered into. The applicant nation 
then knows the commitment is approved and the formal agreements 
are then entered into after approval. This is the important thing 
from the point of view of good relations ? 

Mr. McInrosu. Psychologically I think that is correct. 


LOAN TO IRAN 


I think an example of the disadvantage of our present situation of 
having no funds can be found in Iran. The Chase International In. 
vestment C orp., Lazard Freres, and a group of private banks in Enu- 
rope, as well as the Government of Iran, and the World Bank, have 
all agreed to put up capital and make loans for a development bank 
which we think would be of great benefit to Iran in making loans to 
small industries. The Iranian Government has taken the position 
that they want the Development Loan Fund also to make this pro- 
posed bank a loan. 

Although we are very sympathetic to this project, we have not been 
able to tell them anything because we have no funds, and we have 
refused to make any commitment until we have funds. 

Mr. Rooney. Why do we need to get into that if the Chase Interna- 
tional Corp. is involved in it ? 

Mr. McInrosu. Because the Iranian Government is going to give 
this ee bank the use of about $20 million of their funds. 

It is taking over an existing bank, and the Iranian Government takes 
the position that they feel we also should show our interest in this 
institution. 

Mr. Ditton. To answer your question further, our interest will be 
senior to that of the New York bankers. They will buy the equity 
with the common stock in the company, and we are making a loan. 

Mr. Rooney. You never buy equities under this program; is that 
correct ? 

Mr. Ditton. No, sir; that is in the law. We are not permitted to do 
that directly. 


TIME BETWEEN APPLICATION AND APPROVAL OF LOANS 


Mr. Botanp. How long a period of time would you say elapses be- 
tween the time that a country makes formal application for a loan 
under this program and the time the Board of Directors consider the 
application ? 

Mr. Ditton. That would vary, because one of the things that enters 
into that calculation is the political importance of loans to a particular 
country. Ifa particular country, where it was very important politi- 

cally to assist them, were a little slow in making their ap plication, we 
might move extra rapidly on that application when it comes in. 

So, I think it is very hard to give a specific statement on that. 

Mr. Botan. Well, I think the answer is a good answer. 

Do you know how long the delay might be with reference to what 
the Russian Government does with respect to this kind of program? 

Do you have any knowledge as to how long a nation which appeals 
to Russia has to wait before receiving approval ? 

Mr. Ditton. It depends upon the political importance which the 
Soviets attach to their loans. They move very rapidly when they 
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ation | know it is to their interest. I think an example of that is the case of 
ments  [raq, Where they moved in after the revolution last summer, and in 
thing | a period of weeks had granted Iraq well over $100 million in credits 
for the purchase of military equipment. They have taken somewhat 

| Jonger in making arrangements for economic assistance to Iraq. 
While they have had a mission there for some time studying the 
different aspects, it has just been recently announced, some 7 months 
after the revolution, what they are going to do, which is very sub- 


1M ‘ stantial. te » hg 
E Mr. Botan. I beliey e that is all, Mr. Chairman. 
1 oe Mr, Tuomas. There are two points which I would like to clear up: 
lave 
‘9 AMOUNT OF LOANS, DISBURSEMENTS, AND RECEIPTS 
0 
ition Have you had any repayments under the presently organized fund ? 
pro- . Mr. McInrosu. Yes, sir. 
Mr. Perry. Yes, sir; we have. 
been Mr. Ditton. A small amount. 
have Mr. Tuomas. You have made loans, since you have been in opera- 
tion, of how much? $700 million ? 
TNa- Mr. McInvrosu. About $685 million. 
Mr. Tuomas. Well, in round figures, about $700 million? 

give | Mr. McInrosu. Loans or commitments. 

' Mr. Tuomas. Let us take the loans now. I want to get what has 
akes been paid. 
this | Mr. McInvosu. $409 million of loan agreements signed. 

| Mr. Tuomas. How many 4 
lbe | Mr. McIwnrosu. $409 million. 
uity ~ Mr. Tuomas. In actual disbursements? 
ae Mr. McInrosn. No, sir; those are the loans we have signed. 
that We have actually disbursed $19 million and we have received in 

_ interest $61,682 and approximately $48,000 in fees. 
» do Mr. Tuomas. Have you had any repayments / 


Mr. Perry. No, sir. 
Mr. Tuomas. Have any repayments been made? 
Mr. Perry. No repayments are due yet. 


be- LENGTH OF TIME OF LOANS 
oan 
the Mr. Toomas. What is the average length of time of the loan? 

Mr. Perry. The average length of time I would say runs approxi- 

ers mately in the neighborhood of 12 to 15 years. 
Jar Mr. Tuomas. About the same length of time as the Russian loans? 
iti- Mr. Ditton. Some of them are shorter, and some are longer. 
we | Mr. Tuomas. But nothing has been paid because no part of the 
principal has been paid, and that is because no part of the loan is 
i due? 

You have actually disbursed in round figures $20 million of your 
iat $700 million, but I believe you say the exact figure is $680 million ? 
n? | Mr. Ditton. That is correct. 
als | Mr. TuHomas. Why can you not rework that other $660 million 

' around and do some business ? 
he ' Mr. McInrosu. Because it is all committed. We cannot loan it 


ey ?¢ toanyone else if we have committed it. 
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CONTROL OVER LOANS 


Mr. Tuomas. Is it the law of the Medes and the Persians when 
you commit this—suppose you decide you have made a bad loan} 
‘Are you going through with it? 

Mr. McIyrosu. We do not feel we have made any bad loans, but 
if we have made a commitment 

Mr. Tuomas. You certainly reserve unto yourself the right to 
change your mind on one of them ? 

Mr. Ditton. Once we sign the loan agreement we have no such 
right if the other country lives up to the details of the agreement, 

Mr. Tuomas. Can you control, then, whether they are going to 
live up to it, or not 

Mr. Ditton. By not disbursing the funds, we have that control, 

Mr. Tuomas. You have a little cushion in there; do you not? 

Mr. Ditxo0n. In case they do not live up to their agreements, 

Mr. Tuomas. One further question. 





LOANS TO PRIVATE ENTERPRISE AND FOREIGN GOVERN MENTS 


Are these loans made directly to the country involved, or are they 
made to A, B, and C municipal corporations, private groups, or 
individuals in the country ? 

Mr. Ditton. They are made both ways, sir; sometimes one and 
sometimes both. 

Mr. Tuomas. Your table shows you make them both ways. 

Mr. Drixon. That is right. 

Mr. THomas. Suppose you made a loan to a private corporation 
or a private individual or a public group; does the country guarantee 
it in all respects? 

Mr. Ditton. We do not require a guarantee by the country for 
these loans. 

Mr. Tuomas. Even though the loan is made to the country itself? 

Mr. Dirtxon. They are m: ade in the countr y itself— 

Mr. Tuomas. I mean if you make it to the government of the 
country ¢ 

Mr. Diiuon. Oh, yes; in that case. 

Mr. McIntosu. That is an obligation of that government. 

Mr. Tuomas. It is an obligation of the government of the country? 

Mr. McInrosn. Yes, sir. 1 

Mr. Tuomas. And, if it is made to an individual or private corpo- 


ration, or quasi- -publie corporation of that country, the government 
of the entire country does not guarantee it ? 


Mr. Ditr0n. Not in the case of private loans at all, because one of 
our objectives by law is to develop private investment, and we feel 
that if we forced a private individual to go to his government to get 
a guaranty—— 

Mr. Tuomas. You anticipate me, Mr. Dillon. What part of your 
loans are now made to governments directly where they are respon- 
sible, and what part are made to private individuals or private 
enterprise ? 

Mr. McInrosn. Roughly, 90 percent of our loans have been made 
to governments or government organizations, and 10 percent to pri- 
vate enterprise, but approximately 35 percent of the proceeds of our 
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Joans are being used to purchase equipment or material for private 
enterprise. ; 
'S when Mr. Dixon. Directly for private enterprise. An example of that 
1 loan? sort of thing is in the Philippines 
| Mr. Tuomas. In other words, with 90 percent of our loans we are 
ns, but putting the governments of the countries in business ? 
| Mr. McIntosu. No, sir; they are not for business 
ght to Mr. Tuomas, What are they for? 
' Mr. McIntosu. For dams, irrigation projects, and so on. 








‘0 Such Mr. Dutton. A number of them, when they are for private 
ement, — things —— 

Ng to CRITERIA FOR MAKING LOANS 

ontrol, Mr. Tuomas. What is your yardstick ? 

! Mr. Ditton. In the case of the Philippines, Mr. Chairman, they 
3. have a development bank there which happens to be run by the Gov- 


ernment, but it is only because it is a part of the National Bank of 
the Philippines. Its only objective is to make loans to private enter- 
prise, which it does. 
Mr. Tuomas. I want to read the act, and here is your yardstick 
e they on making the loans: 


PS, or You follow the act, of course ? 
| Mr. Dimuon. Yes, sir. 
e and Mr. Tuomas. The act lays down your yardstick under which you 


make a loan: 


The basic lending policies of the DLF originate in specific statutory require- 
ments. These require that it take into account in any financial transaction 


‘ation , (1) whether financing could be obtained in whole or in part from other free- 
antee world sources, (2) the economic and technical soundness of the activity to be 
financed— 


y for and that is a pretty broad pattern there, is it not ? 


) (3) Whether the activity gives reasonable promise of contributing to the 
self? development of economic resources or to the increase of productive capacities. 


Of course, there is your big one. 


F the 
he (4) The possible adverse effects upon the economy of the United States with 
special reference to areas of substantial labor surplus. 
Well, we have several of those areas in this country. 
try? Let us go back to item No. 3: 
Whether the activity gives reasonable promise of contributing to the develop- 
Tpo- ment of economic resources or to the increase of productive capacities. 
nent Mr. Ditton. Yes, sir. 
Mr. Tuomas. That is, in the country involved also? 
e of Mr. Ditton. Yes, sir. 
feel Mr. Tuomas. Does it make any difference whether that is aid to the 
get government in going into business herself? Here is X country over 
here, and here is A country, or “A” individual in the cement business, 
‘our and you are going into X country and loan the government this money 
—- to spend to put up another cement factory. 
rate I was in Turkey last year, and we could not get any cement for 
the Armed Forces. We needed it very badly. But I understand 
ade you had made several loans there for some cement factories to the 
inks government, or maybe private enterprise. 
ur 
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However, I am just wondering whether you are putting the goverp. 
ment in competition with the private concern or whether you are 
going to do much good in the long run ¢ 


You are not concerned with the source of the production, but just 
so there is production whether it is private enterprise or government} | 


Mr. Ditton. No, sir; we are concerned with whether it is private 
enterprise or not. We are interested in manufacturing businesses of 
that nature, and we do attempt to stimulate private enterprise. We 
do favor private proposals over government proposals in all cases of 
that type. 

Mr. Tuomas. Well, 90 percent of your loans have been made to 
governments; have they not ? 

Mr. Ditxton. A large part of those are for such things as dams, har- 
bors, roads, and things of that nature, and some for electric power 
projects which private enterprise is not interested in carrying out in 
these areas of the world. 

HOTEL IN TURKEY 


Mr. Tuomas. I noticed last year the very nice hotel in Istanbul, 
Turkey. I asked our people over there if the real estate people had 
a hand in that and, lo and behold, they did not. 

It was a loan to the Government, and the Government itself owned 
the hotel and it was being operated as an agent of the Government 
or a ‘fee basis, and it had no financial interest in it. So, I was just 
wondering what is the long-run value to the productive capacity of 
private enterprise of Turkey as a result of setting up a luxury hotel! 

Of course, you are going to get people from all over the world com- 


_ing in there, and spending some money. 


Mr. McIntosu. That is the chief advantage; it brings in foreign 
currency. 

Mr. Tomas. By doing that, are you following the statute by in- 
creasing the productive enterprise of the country? I asked the people 
about it. I said, “Could you not have better spent this money over 
here by letting some fellow go over here and build a shoe factory or 
cement factory, or build a little automobile factory?” That country 
does not manufacture automobiles. It has now, through the economic 
arrangements with this country, prohibited itself from even im- 
porting a single automobile or a single truck or a single automobile 
tire. 

Why did you not spend the money, instead of building a luxury 
hotel, to build a little tire factory or something ? 

I am just questioning the judgment of some of our people now. 

Are they all college professors over there ? 

Mr. Ditton, No, sir; we have not spent any-money for these hotels. 

Mr. McIntosu. The Development Loan Fund has made no hotel 
loans. 

Mr. Ditton. The ICA had nothing to do with it, either. 

Mr. Roonry. Was not that money from a fund of the civil service 
employees of Turkey ? 

Mr. Perry. It was from their retirement fund. 

Mr. Rooney. They built the building, and Hilton is managing it. 

Mr. THomas. But I understand a couple of hundred thousand 
Amerian dollars went in there for the purpose of building that hotel. 
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The fund was not in existence when it was built. So you did not 
do it, but I understand you put $200,000 of ICA funds in there. 

Mr. Moreny. No, sir. 

Mr. Tuomas. How much did you put in there? 

Mr. Murrny. Nothing. 

Mr. Tuomas. Yes; there was $200,000 put into it because your em- 
ploy yee in Turkey—I asked him about it and that is when I said, 
Could you not figure out better ways of using your $200,000?” 

Mr. Mureny. I will be glad to recheck in the record, Mr. Chair- 
man, but this is not my understanding. I know of no assets of the 
mutual security program that were devoted to that hotel. 

Mr. Tuomas. It could have been a loan to the Turkish Government 
of $200,000 to buy the land on which the hotel was built, but there 
was $200,000 of American funds involved. That is what es told 
me. I did not get it out of thin air. This was the first time I had 
been there. 

Mr. Murrnuy. There may have been American funds involved, but 
I am talking about appropriations for the mutual security program. 

However, I will be happy to check it. 

Mr. Tuomas. That is what I am talking about—mutual security 
funds. 

Mr. Murpny. No, sir. 

Mr. McInrosu. The Export-Import Bank has made a number of 
hotel loans but not in recent years. We have made no hotel loans 
in the Development Loan Fund. Regarding private investment and 
industry—— 

Mr. Tuomas. Well, it might have been an Export-Import Bank 
loan. 

Mr. McInvosu. I donot think they made a loan of that nature. 

Mr. Tuomas. It is my understanding that this involved mutual 
security funds, because I was talking to a mutual security man. He 
could have been wrong about it, but I did not get the figure out of the 
clear sky. 

Mr. Mureny. We will give you a report on that. 

(The following information was supplied for the record :) 





The recheck was carried out in accordance with the chairman’s request and 
it has been verified that no mutual security appropriations have been applied 
to the hotel project. 


USE PUT TO FOREIGN-AID FUNDS 


Mr. Jensen. Mr. Secretary, I think you know I have been quite 
critical for some time about this whole loan program, or giveaway 
program, or grant program to foreign countries. That feeling has 
been brought about after I visited some 40 nations around the world 
under the auspices of the Agricultural Subcommittee of the Appro- 
priations Committee of the House while traveling with two other 
Congressmen and the chief clerk of the Agricultural Subcommittee 
on Appropriations. We saw where our money was being used for 
unnecessary things and in most instances was being wasted completely. 

Now, it seems to me, after I visited those nations and talked to our 
people and their people, that in too many instances we get the cart 


before the horse. 
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All new wealth springs from mother earth, or is taken out of the 
sea year after year; that is our only new wealth, and here we find that 
we are appropriating all of these taxpayers’ dollars—U.S. taxpayers’ 
dollars—to do things which are not productive. 

We can spend billions upon billions of dollars in the Middle East 
for all the coos we are doing over there now, or most of them, and 
when we get all through, in a few years their economy will go right 
down where it was before we started giving them all this money. 
Unless we have helped them get water—water—liquid gold—so they 
can produce enough crops and so they can feed themselves instead of 
living on about a 1,400-calorie diet. 

I was in all of those countries, Lebanon, Syria, Jordan, Israel— 
and I asked them what they were doing to help these folks get water, 
They said, “We are damming up the Jordan.” 

That was 5 years ago and we were spending $100 million. We gave 
Jordan, Lebanon, and Syria, $100 million and then we gave Israel 
$100 million on a cooperative plan to dam up the River Jordan and to 
use that water for irrigation and other purposes. 

As you know, they got into a terrific fight over the water of the 
Jordan. 

I asked our ICA man over there and our Ambassador, and all of our 
officials, if they were doing anything to help to find water, to dig wells, 
and they said, “There was no water under the ground there, to speak 
of.” 

We drove from Jerusalem to Jericho about 5 miles away and there 
T saw a green spot and I said, “Somebody found water.” 

They said that a preacher came out here a few years ago and found 
water. 

I said, “I thought that you said that there was no water to be 
found.” 

At that time it was irrigating 1,800 acres of land and they had the 
drilling outfit on full speed. 

Our people over there—your people—had not requisitioned a single 
well drilling outfit. 

Anyway, we went to Jericho and he said, “I want to show you our 
vater-spreading program we have in Jericho.” 

Just to give you a little idea how silly some people can be that are 
not practical, he took us up a parapet right on the outskirts of Jericho 
and said, “Look, here is the water-spreading program. We catch the 
water coming from the mountains and we build up these dikes and 
water comes down, goes up against this dike, and spreads out and we 
have that other dike down there a few rods away and the water breaks 
through the upper dike and goes in and hits the next dike and 

spreads.” 

He said, “We have aseries of those way down the valley.” 

I said, “What are you raising here ?” 

All I could see was weeds. 

He said, “We are raising trees.” 

Then he walked off the parapet and spread the weeds apart and 
said, “A tree 4 feet high in 2 years.” 

I said, “What kind of a tree?” 

He said, “A tree for wood.” 

I said, “What do you plant between the trees?” 
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He said, “Nothing.” 

In the midst of starvation, they plant nothing between the trees. 

I said, “How dumb can you be?” 

I asked, “Why in Heaven’s name didn’t you plant vegetables here 
to feed these starving people if we are going to spend all of this 

oney ?” 

That project was costing hundreds of thousands of dollars of 
American taxpayers’ money. 

I could go on and on. 

The same condition existed in Libya and there was a project just 
about the same. 

I could go on and on and tell you about these things but I do want 
to tell you about Peru and Chile. 

You wonder why the Communists are getting stronger down there? 
We take our Public Law 480 money and spend it to build beautiful 
highways instead of taking bulldozers and bulldozing a road for the 
farmers that live way up above town and have to carry their produce 
down on their backs. They aremad. The Communists say, “When we 
take over, we will build roads for you.” 

Yet, we build nice highways for the big, fine automobiles and well- 
to-do folks and let the farmers carry their produce to town on their 
backs. 

I said, “For Heaven’s sake, get your bulldozers busy and bulldoze 
some roads out for these people and then the Communists will not 
have a weapon to beat us over the head with.” 

Those are just a few examples. 

Mr. Chairman, I do not want to belabor this situation, but in too 
many countries in the world where you have unrest, the rich and the 
rulers want to keep it that way. They own 98 percent of everything 
and control the whole country economically, financially, and the others 
just eke out a bare existence and then you wonder why we have 
revolutions. 

We have some land reform programs going on and we have them 
going on in Formosa. If Chiang Kai-shek had had a land reform 
program in China, such as he has in Formosa, he would still be in 
China. We also have them going on in Thailand. We have them 

oing on in Spain and we have them in Italy and_they are doing won- 
derfully well and the people are realizing that the rulers want to 
help the common man. 

ou do not have to wonder why all of this foreign aid is seen 
through a jaundiced eye. I have seen the most terrible misuse of our 
taxpayers’ money, unconscionable waste and misuse. 

You cannot develop a territory or an area without roads and with- 
out water, and if you folks in the State Department could finally get 
that through your heads then we will start making friends around 
the world. 

I am a plain spoken gentleman, or an old coot, as you may care 
to call me, but we can continue this foreign-aid program until dooms- 
day, but until we get down to doing the practical thing, we are not 
going to make friends around the world. 

They are planting 10,000 acres of trees as a windbreak for Bengasi 
and what do you think? . Trees for wood. You can look across the 
valleys and see the mountains covered with trees. Not fruit trees. 
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No, no. Where are we getting the water? We are buying it from 
Bengasi to water those trees. What are we planting between the 
trees? Nothing. They said they could not find water. 

We went to experimental stations 2 miles away and there I saw 
an 8-inch stream of water running and irrigating that great ex- 
perimental farm. 

I asked, “Have you tried to find water in this town of 10,000 acres 
of forest you are planting?” 

They said, “No.” 

I said, How stupid can you get?” 

In Turkey our ICA people wanted to take us out and show us 
that great green storage bin they had built at a cost of $230,000 
with taxpayers’ money. It is a beautiful thing. I asked the Turk- 
ish farmers how they stored their grain and they told me, “In the 

it.” 

They had a system that would keep wheat indefinitely. 

I asked, “What do you think about this?” 

They said that they could have spent the money dozens of other 
ways and it would have done us more good. No, we had to show 
them how to build a great big, beautiful, granary. 

It is one of those things that they blow up as a balloon and then 

ut in some chicken wire, pour concrete, and there you have it. 
here was a series of them. 

In Syria we drove from Lebanon and up through Jerusalem and 
we stopped along the road to see this great, wonderful project we 
are building in Syria, a dairy barn about 40 feet wide and 60 feet 
long made of the most beautiful white stone you ever saw and a 
chickenhouse 20 by 160 and a silo 20 feet in diameter by 60 feet 
high. 

That cost a pretty penny. 

Lasked, “Why did you do this.” 

Iam sorry to say and I am a little ashamed to say that the head man 
was from Ames, Iowa, from the agricultural college, and he said, “We 
built one like this in Ames.” 

I said, “That is your excuse; is it?” 

He said, “Yes.” 

I said, “Why in heaven’s name didn’t you build little stables and 
chickenhouses for these farmers around here and show them how to 
farm and help them get a little water?” 

He said, “This is what we were ordered to do.” 

Do you wonder why I look at this foreign-aid program through a 
jaundiced eye? I could go on and on, gentlemen, and tell you ieut 
some of the most disgusting things you ever saw. 

Oa ORAS. Who approved all these projects that you are talking 
about ¢ 


Mr. Jensen. The State Department and the Agriculture Depart- 
ment. 

Mr. Tuomas. They were approved right here in Washington; were 
they not? 

Mr. Jensen. Sure. 

Mr. McInrosu. That is all ICA? 

Mr. Jensen. Yes; most of it. 

Some of it with loans and some of it was your giveaway program. 
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Mr. McInosu. Not the Development Loan Fund. 

Mr. Rooney. There is no giveaway in the Development Loan Fund. 
Mr. McIntosu. No. 

Mr. Ditton. Mr. Jensen, we do agree very much about this need for 


water development. One of our most important projects has been 


just that in Pakistan, where we have been trying to develop ground 
water there, and as far as Israel is concerned, last year the Export- 
Import Bank did make them a loan of about $24 million to dig wells 


' to develop ground water in Israel. We probably were late in getting 


tit. 

’ Mr. JENSEN. You know that we dug 2,650 deep wells for India? 

Mr. Ditton. That is right. 

Mr. Jensen. The Harold Smith Well Drilling Co., of Washington, 
D.C., had a contract to drill 750 of them. We were there. We saw 
on their land reform program where they divided the agricultural 
Jand up into small acreages and sold it back to the farmers on a long- 
term basis. We saw land on one side of the river that was desert 
and on the other side they were raising the finest sugar beets, the 
finest cane, and cotton, that I had ever seen in India, but where do 


_ you — Harold Smith had to buy his motors? He had to buy 


them from either England or France, because your specifications 
could not be met by American manufacturers. 

Where do you suppose we had to buy our pipe? Where do you sup- 
pose we had to buy the well pipe? Italy. Macsiise the specifications 
said the pipe had to have 11 threads on it and our pipe only has 9. 

He fought with the State Department for quite some time about 
that. He wanted to buy these motors and this pipe in the United 
States of America. We furnished the money but they said, “Follow 


| the specifications,” and he had to buy the motors abroad and the 


pipe abroad. 
{r. McIntosu. According to our regulations, all specifications must 
be written so that American manufacturers can bid. 

Mr. JENSEN. You did not do it in this instance. I doubt if you are 
doing it yet. 

Mr. Ditton. We are in the Development Loan Fund. This is also 
the practice in ICA and has been for a number of years. 

Mr. Jensen. Mr. Chairman, do you wonder why I look at this whole 
foreign aid picture through a jaundiced eye? 

Mr. Tuomas. The statement is very effective. 

Mr. Jensen. After seeing all of that terrible misuse of our tax- 
payers’ money I do not know whether we can get practical men down 
there or not. You have some practical men but you have some fellows 
that do not know the first thing about economics or how to help a 
country develop from the ground up, It is pitiful. 

Mr. Ditton. I think the program has greatly improved. I think 
the record will show that over the past few years every effort cer- 
tainly had been made in the past, and more. 

Mr. Tuomas. Mr. Dillon, has the fund changed the overall policy ? 

The instances about procurement cited by Mr. Jensen were pur- 
posely created because regulations were written to force the purchase 
outside of the continental United States? You know that and I 
know that. 

Mr. Diti0n. It is totally changed. 
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Mr. Tomas. Where the American producer is given at least 9 
50-50 break ? 


Mr. Ditton. Yes, sir. 
(The following additional information was supplied for the ree. 
ord :) 


ECA and MSA from the beginning were governed by the Small Business pro. 
vision which was later incorporated in the Mutual Security Act of 1954. TCA 
which started out as a part of the Department of State and administered the 
Act for International Development had no such requirement. On the establisp. 
ment of the Foreign Operations Administration in 1953 and the merger of the 
agencies, the old ECA regulations became applicable to all transactions and 
that is the case today. 


Mr. Tuomas. Mr. Bow? 
Mr. Bow. Thank you, Mr. Chairman. 


FUTURE MONETARY REQUIREMENTS 


Mr. Secretary, in your statement and in the justifications, it shows 
that repayment can be made in local currencies. That would mean, 
would it not, that each year we are going to have to appropriate 
large sums of dollars to keep this revolving fund going ? 

Mr. Ditton. For quite some time, that is correct. 

Our experience this year—at least in the funds so far lent and in 
the past so far committed in the last calendar year—has been that 
about 18 percent of the loans require repayment in dollars. 

Mr. Bow. I think the justifications show 19 percent. 

Mr. Ditton. Nineteen percent. 

Mr. Bow. So that 19 percent will be returned to the fund. The 
rest will remain in these countries in foreign currencies ? 

Mr. Ditton. Available to the fund for relending and local cur- 
rencies, but we will have to replenish the fund in dollars over a period 
of years. 

Mr. McIntosu. A larger proportion of that would be repayable in 
dollars, if we had not loaned a quarter of our total capital in India, 
repayable in rupees. 


USE OF FOREIGN CURRENCIES GENERATED BY LOANS 


Mr. Bow. In these areas where you take local currencies in repay- 
ment, do you enter into an agreement as to how the currencies can 
be used, or can you use them in any way that you desire ? 

Mr. Ditton. We can use them, within the country, in any way 
we desire, but we cannot take products out of the country except by 
agreement with the country. 

Mr. Bow. In other words, you are not in the same position as some 
of our other foreign currencies are, where you are limited in using 
them for specific purposes ? 

Mr. Ditton. No, sir. We have greater freedom within the country. 

Mr. Bow. Do you have complete freedom within the country to use 
them in any manner or in any way you desire? 

Mr. McInrosu. More or less. 

Mr. Bow. That is what I want to know, that “more or less.” 

Mr. McIntosu. We make agreements with the country regarding 
the use of the local currencies, and the local currency funds which 
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Past a | we receive in repayment of Development Loan Fund loans are ours. 
| They are not mixed with Public Law 480 funds or any other funds. 
otk | We can use them and we have complete control over their use in the 
Boy untry. 
Or. 3ow. Are you limited to using them for cultural or educational 
88 pro. | programs ? 
TCA Mr. McInrosu. No. 
ae _ Mr. Bow. Things we have found in other areas where currencies— 
of the | 1 think, Mr. Secretary, you are familiar with those agreements— 
iS and we have in other countries, such as Public Law 480 and prior to that 
we had some in Great Britain and France—— 
Mr. Ditton. Counterpart uses. 
Mr. McIntosu. Those do not apply to the use of our funds. 
Mr. Perry. We have to use them for economic development pur- 
poses, that is the same purpose for which we use the dollars. 
Mr. Bow. In other words, you cannot use them for paying the 
hows expenses of our Government ! 
hean, Mr. McIntosu. Yes. We can sell them to a number of U.S. agen- 
riate | gies. We can use them for any type of U.S. expenses in those coun- 
tries and we can loan them out in those countries. 

Mr. Ditton. We can only expend them within the Development 
id in | Loan Fund for the purposes of development loans, which is economic 
that | development, but we can make them available to the Treasury for 
use by any other Government agency on a sale basis, and then they 
can be used for anything. 

Mr. Bow. Within that country ? 
The | Mr. Dimon. Yes, sir. 
Mr. Perry. And the dollar proceeds from the sale of the currencies 
cur- | would go into the Development Fund to be used for development 


riod | purposes. 


LOCAL CURRENCY AVAILABLE IN INDIA 


le in ; : er . 
dia, Mr. Bow. What is our present foreign currency situation in India? 
How much do we now have in rupees? Can you tell me? 
Mr. Murruy. No, sir. I do not know but I could supply that for 
the record. 
Mr. Bow. Please do. 
pay- Mr. Mourpny. Yes, sir. 
can (The information follows :) 
Unexpended Indian rupees as of Dec. 31, 1958 
Mb, | MSP sec. 402_————_———————_-_---_--_-___-__-_-_- $49, 731, 855. 80 
Sn | SenINONE Seely GNO GUNG Bo enn ccnliipenetenticimathfamenets 50, 913, 302. 47 
ome CIT os cok gases sth ahi aadepeaiectsa aon sedelasaea cedinar ganesamironneiaiaertc s>-resniataseet a 100, 645, 158. 27 
sing Mr. Tuomas. Mr. Bow, will you yield right there? 
| Mr. Bow. Yes. 
try. Mr. Tuomas. While you are on that subject, may I inquire as to 
use when you are committed to take foreign currencies, even though you 


can spend them as you see fit within the issuing country, taking them 

out is a different thing. When it all adds up, are you not virtually 
making a donation of 80, 85, or 90 percent of the entire amount of 
ne money you have advanced to that country? Does it not add up to 
| that? You either can take it out in commodities—suppose that there 

are commodities they have to sell in competition with our own—so it 
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virtually amounts to a giveaway. You can use it to pay your own 
people’s salaries in the country that is involved, but that is chicken. 
feed. 

Mr. McInrosn. Our use of local currencies, which our Government 
holds, is restricted at present in many countries but those restrictions 
are not applied to the local currencies which the Development Loan 
Fund receives. 

We cannot use some of the local currencies which the United States 
Treasury holds for any purpose we want in that country. 
in some countries 

Mr. THomas. What use do you have for it in that country? That is 
very limited. That is chickenfeed. 

Mr. McInrosx. We can loan it out again in this country. 

Mr. Bow. Then you again loan the same money out so that as far 
as that is concerned, the doll: ars that have gone there remain there and 
you carry on this loan? 

Mr. Dixon. That is right. 

Mr. Bow. A revolving fund within the country in which you have 
made the loan for development’ purposes ? 

Mr. Driton. That is correct. 

Mr. Bow. Let us say that we get this country developed, then what 
do we do? 

Mr. McIntosu. We hope that’ the currency of that country will 
become convertible and we take our funds out in dollars. 

Mr. Bow. You have to enter into a new agreement in order to con- 
vert because under your present agreements you cannot convert in 
dollars? 

Mr. Perry. We have to get the agreement of the country. 

Mr. Bow. You have to get the agreement of the country to permit 
you to do that? 

Mr. Perry. That is right. 

Mr. Bow. Of course, the history and experience has been too short 
a time now to know whether that could ever happen. 

Mr. Drton. That is right. 

Mr. Tuomas. Tosay the least, it is a hopeful program. 


The use 





CONTROL OVER FUNDS LOANED 


Mr. Bow. You have no control over the use of the funds, once you 
have made the loan, as to where they will purchase the commodities 
under that loan ? 

Mr. McInrtosu. We have complete control. We have a loan to the 
country and we have complete control over where the procurement will 
be made. All procurement is made subject to our approval. 

Mr. Bow. In other words, you can tell them that they must buy from 
U.S. manufacturers ? 

Mr. McIntosu. We could, if we chose to. 

Mr. Ditton. As a matter of policy, we do not. We do not exercise 
control over the origin but we could make certain that, if they wish 
to buy in the United States they can do so. If they have a contract 
they want to carry out we allow them to do that without requiring 


bidding from other countries in the world, as has been the situation 
in the case of the ICA. 
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Mr. Bow. You have the right to veto any purchase that they may at- 
tempt to make; is that correct ? 

Mr. Ditton. That is correct. 

Mr. Bow. So if any of these countries where we made the loan would 
attempt to buy commodities, or engines, or aluminum, or other ma- 
terials, from the Soviet Union, you could stop that ? 

Mr. McInvrosu. We do not permit any purchases outside of the free 
world. 

Mr. Bow. Is that by contract with the country ? 

Mr. McIntosu. That is specified in every agreement. 

Mr. Tuomas. That is in the activity ? 

Mr. McIntosun. That is right. 

Mr. Bow. I had misunderstood previous testimony in which I un- 
derstood that you had no control over it. 

Mr. McInrosn. We have complete control over all procurement. No 
procurement can be made outside of the free world and all procure- 
ment is subject to our control. 

Mr. Tuomas. You are not varying one bit to the effect that if the 
government wants to do business with a free world nation and they 
are getting their money’s worth, you do not interfere ? 

Mr. Ditton. That is right. 

Mr. Tuomas. Even though you have the power. Asa policy matter, 
you do not interfere? 

Mr. McIntosu. We approve every bit of equipment and supplies. 

Mr. Bow. That is clear now in my mind. 

Mr. McInrosn. We sometimes direct the procurement to the United 
States. For example, we have recently made.a loan, a part of the pro- 
ceeds of which will be used for the procurement of railway ties. We 
are requiring a large proportion of this particular material be bought 
in the United States. 

Mr, Ditton. That is in Spain where, in the past, they have bought 
their ties in the United States. We are asking them to continue. 


LOANS APPROVED 


Mr. Bow. I wonder if you could prepare for the record—IL under- 
stand on page 17, and the following pages, are listed the commit- 
ments you have already made—a list of the loans entered mto and 
those you have now commitments to make loans upon, 

Mr. Ditton. Yes, sir. 

Mr. Bow. I wonder if you would prepare for the record on a world- 
wide basis the amount of loan commitments you have made; (1) for 
railroads, (2) irrigation and reclamation, (3) for public and private 
power, (4) roads, so that we may have that specified on a worldwide 
basis ? 

Mr. Dron. Yes, sir. 

We will be glad to do that. 

(The material follows :) 











458 


DEVELOPMENT LOAN FUND 


Approved loans, Jan. 31, 1959, by country, for irrigation and reclamation, rait 


ways, power, and roads 


Country and category * 


Amount 




















1. Railways: (in thousands) 
Cn. cemenmenree SEO. a $750 
Indonesia: Railway development______.___-__-__-__-_-_---____ 3, 000 
IN a in sleatntenms nescence emma 75, 
I Ny MN ic ectthreeemdntid on dmnemnde 38, 500 
Israel: Railway parts and equipment *__......-_.._____________ = 
Peneeene > Beeey TORR DIRtIOM... 8k ce emsinn ac eecewe 9, 100 
Spain: RENFE—Track rehabilitation_._........__...------___ 14, 900 
ne Tm, INN sn gis ccs eecuoerinbivcerts moans acmlbdbenieibes 2, 400 
rps SONU i esl od ilies 5, 000 

a eeadlnetnieeibingecawenn 115, 650 

2. Irrigation and reclamation : 

Ceylon: Irrigation and land development_____.._______---_-__ 1, 600 
Pakistan: West Pakistan ground water development____.________ 15, 200 
ee i ncsoneuitbeneomnnperembaarane 7, 700 

Total, irrigution and reciamation._....... 21a. 24, 500 

8. Private and public power: 

Soe 2 eee power Goevrenopment......-..___._._..........-....-...- 10, 000 
Iran: Teheran electric network *._......................-_____ 3, 700 
Israel: Power generation and distribution *_......_..__._.._._____ 4, 500 
Jordan: Transjordan Electric Power Co. __..--..-----------_- 1, 200 
Re i alerteneeaptmenrmelidemaniineeeperenninacinds 5, 000 
i senpupebiarictieniverenahenauarerenangrenis 14,7 
Pakistan: Karnafuli multipurpose dam ‘*_.......________-______ 17, 500 
Caren GEES I i eco 21, 500 
Thailand: Bangkok power (distribution system) ..____._______ 20, 000 
nt, See On RO OE a cine meiemneeeeunss 98, 100 

4. Highways: 
| a ee cad 900 
Ecuador: Pan-American Highway................__.._.._____ 4, 700 
onauras: Higuway develonment....._..........................- 5, 000 
I rT Se decenvnewnenee 8, 500 
ee og” eee _ 10,000 
Srey = I a 2,5 
Pumephnes: “ends Gnd bridecs”.... <n ects 9, 750 
Neen iis aeaceiniiimmsdidinmeiineecc nese 41, 350 


2 Specific purpose of each loan is set forth in the presentation book, pp. 17-55. 
* Included under $47.5 million loan to the Iran Plan Organization. 

* Included under $15.0 million loan for Sovelegment. 

4A hydroelectric development project that will 


also provide flood-control facilities. 


5 A hydroelectric development project that will also provide flood control, irrigation, and 


water-supply facilities. 


® Included under $18.750 million loan for roads, bridges, and rehabilitation of equipment. 


CONTRIBUTIONS OF THE UNITED STATES TO INTERNATIONAL MONETARY 


ORGANIZATIONS 


Mr. Bow. Can you tell us how much—this, perhaps, is outside of 
your field, but I would like to know, if we can have it—the United 
States has contributed in dollars to the World Bank, International 
Monetary Fund, International Finance Corporation, and the Export- 


Import Bank? 
Mr. Dron. I would have to supply that. 
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Mr. Bow. Will you dothat? U.S. contributions. 

| Mr. Drtwon. Yes, sir. 

Mr. Rooney. You want the balance of the Export-Import Bank so 
as to get a fair picture, do you not? 

Mr. Diton. Actually, the law for the Export-Import Bank allows 
the Export-Import Bank to draw on the Treasury and they have a 
yery large undrawn amount. 

Mr. Perry. It is down to about $2 billion in uncommitted authority. 

Mr. Rooney. They make quite a bit of money and have a substantial 
amount of money on hand. 

Mr. Bow. I would like to know what we have contributed to those 
yarious agencies, and to make a true picture, as Mr. Rooney suggests— 
[ am not trying to load the record, but I am trying to get the true 

icture—would - you do that? 

Mr. Ditton. We will do that. 

(The material follows :) 


Contributions by U.S. Government to International Bank for Reconstruction 
and Development, International Monetary Fund, International Finance Cor- 
poration, and Export-Import Bank (all figures as of Dec. 31, 1958) 


IBRD: 
Awthoriied  eapitel 255s Oe $10, 000, 000, 000. 00 
OCHS GEINETINGEG CARLA)... ccccccinnesudietiniginncctins 9, 521, 500, 000. 00 
*3, 175, 000, 000. 00 


\ nN A a ha ie 


IMF: 
Total quotas (expressed in dollars) -_--____-________~_- _ 9,193, 000, 000. 00 
* 2,750, 000, 000. 00 


el. Saco kan taka cconemcb be casibeusehtecibas 


IFC: 
SI A a i a ced 93, 660, 000. 00 


ry - RNIN Se cl cincsinns bceerniontiineistretnniauabeibisption * 35, 168, 000. 00 
Export-Import Bank: 
Capital : 
CE SI iia siete intbentesenbiemninneredinn hace anneal 1, 000, 000, 000. 00 


ORTONTINE RUE ROEIES dsc mcnie nba encien bnew aie 
"TOCR) Peers RUC EsS so eee 7, 000, 000, 000. 00 


Present status: 
Committed, including loans outstanding and undis- 


NE NU ts ams eciieninceneenie se axacinventes 4, 919, 935, 972. 88 
TCO EE Lee MeUOtICN soe eee oS Se 2, 080, 064, 027.17 
ORGS ini cb ee ee ehiienlds se heed scendcaanieln 7, 000, 000, 000. 00 


10f which $635,000,000 is paid in, remainder is callable for contingent liabilities. 


NoTe.—It is now proposed to cohen the IRRD’s authorized capital to $21,000,000,000. 
U.S. additional subscription would be $3,175,000,000. None of the additional subscription 
would be paidin. Instead it would be eilatic to meet contingent abilities. 

20f which $687,500,000 is subscribed in gold and the remainder in non-interest-bearing 
notes payable on demand. 

NoTe.—It is now proposed to undertake a 50-percent inc re ‘ase in members’ quotas in the 


IMF. The U.S. quota would increase by $1,375, of which 25 percent would be payable in 
gold and the re mainder in non-interest-bearing notes payable on demand. 
* Paid in. 


As of December 31, 1958, the Eximbank had undivided profits of $528.4 million 
and in addition had paid $434.2 million to the U.S. Treasury as interest and 


dividends. 
Mr. Bow. That isall. 
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EXPENDITURE RATE 


Mr. Jonas. Apropos of the questions asked by the chairman of the 
sube ‘committee concerning the amount returned in interest on loans 
made to date, I do not understand the figures on page 61 of the justi- 
fications under “Financing” where, under a subtitle of amounts be- 
coming available you show an item in collections of loans and your 
estimate was that it would be $1.2 million in fiscal year 1959. That 
was overestimated by $700,000. 

What does that mean ? 

Mr. Murrny. That is a result of the revision of the expenditure 
forecast. When we originally made our projection for oe seal year 
1959, we thought that some of the loans would move faster, that money 
would be disbursed under them faster, and, as a result, re payments 
would come faster than actually happened. 

Mr. Jonas. You simply revised your estimate downward ? 

Mr. Murreny. That is right. 

Mr. Jonas. To the extent of $700,000 in interest ? 

Mr. Murpny. That is correct. 

Mr. Jonas. That has not been based on experience, but simply a 
revision based upon slowness in making the loans? 

Mr. Murpny. That is correct. 

Mr. Perry. Our expenditure experience for the first 7 months has 
been slower than we realized when this estimate was made. 


BOLIVIA 


Mr. Jonas. The first loan mentioned on page 19 is Bolivia. That 
interests me because of an article I read last night in the current issue 
of Time magazine. 

Have you read that article? 

Mr. Ditton. No, sir. 

Mr. Jonas. I commend it to you. It is one of the feature articles 
in the current issue of Time, setting out conditions in Bolivia. While 
I do not accept everything in Time as being completely accurate, I 
assume they have checked their figures pretty carefully and they surely 
would not publish incorrect information on such an important subject. 

They say that after pouring $129 million into Bolivia, our stock 
is steadily dropping and people in Bolivia are becoming increasing- 
ly hostile toward our Government and the people of the U nited 
States. They paint a very horrible picture of economic conditions. 

Are we running into situations like that all around the world? 
It is difficult for me to understand how we encounter such animosity 
from the very people we have helped so much. 

Do you think this program is really paying off and winning 
friends? 

Mr. Ditton. The problem of Bolivia is a very serious one. I think 
that in testimony I gave a month ago before the Foreign Affairs 
Committee, I mentioned that Bolivia was one of the two places in the 
world that we felt we had the most critical problems. I do not think 
it is typical at all of the rest of the world. The difficulty in Bolivia 
has been that in that country they have been traditionally dependent 
upon exports of minerals and metals, the prices of which particularly 
tin, have gone off and the consumption of them has gone off very 
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drastically in the last couple of years; so their loss in revenue has 
been far greater than what we have given them to make up. Actual- 
ly, the situation in Bolivia, as far as “standards of living is concerned, 
has shown a decrease over the last couple of years. This particular 
joan we have here will help. 

Mr. Jonas. As a matter of fact, the Time article says that Bolivia 
has gone completely under government control and private enter- 
prise is practic ally none xistent, is that true? ’ 

Mr. Ditton. Your statement is not completely accurate. This loan 
we made is a private enterprise loan. Bolivia has to import sugar for 
which they do not have foreign exchange. We have been giving them 
sugar in our relief programs. With this loan, we think that should 
improve that situation. 

Mr. Jonas. I do not want to belabor the Bolivian question and I do 
not know much about it 

Mr. Ditton. It isa tough one. 

Mr. Jonas. But I was reading this comment in Time—— 

Mr. Duwon. You have put your finger on a tough spot. 

Mr. Jonas. Do we rate Brazil as an underdeveloped country ? 

Mr. Ditton. Yes, sir; very much so. 

Mr. Jonas. I think it is underdeveloped, but is the Government in 
need of financial aid ¢ 

Mr. Ditton. For development purposes. I think the greater part 
of the funds that have been and are being provided to Brazil are for 
development purposes and have come through the Export-Import 
Bank, rather than from our-—— 

Mr. Jonas. Thatis what I thought. I wondered why we are making 
a Development Loan Fund loan to Brazil, when I thought they could 
obtain financial aid or financing from conventional sources. 

Mr. Ditton. These are two very special loans. 

Mr. Jonas. I know they are small. 

Mr. Ditton. It has nothing to do with being small. At the time 
of the Development Loan Fund was being set up, there was a consider- 
able legislative history made on the floor of the House, primarily by 
Congressman Walter of Pennsylvania, that this fund would be ex- 
pected to help in the work of ICEM, in the resettlement of refugees. 

There were a number of specific projects mentioned on the floor of 
the House and those projects are the ones for which we made these 
individual loans. I do know that that cannot be expected to continue. 





LOANS TO NETHERLANDS 


Mr. Jonas. What about the loans to the Netherlands? 

Mr. Ditton. That was one specifically mentioned on the floor of the 
House at the time of the creation of the act. 

Mr. Jonas. There was considerable discussion and some difficulty in 
understanding how it can be justified. 

Mr. Dixon. It may be justified and the main justification for it was 
that in the record on the floor of the House when the Development Loan 
Fund was created. It was clearly stated then that this loan was one 
that the loan fund would be expected to make. So, we felt we were 
morally bound. 

Mr. Jonas. You do not make loans on the basis of comments made 
on the floor of the House? 
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Mr. Drtw0Nn. We give great weight to legislative history, either jn 
committee or on the floor of the House. 

Mr. Jonas. Do you consider the Netherlands underdeveloped? 

Mr. Dion. No, sir; I do not. 

Mr. Jonas. Under what section of the law do you justify the loan to 
the Netherlands Government then ? 

Mr. Drtxt0on. This was helping in the development of areas jp 
Australia, as well as in the Netherlands. While Australia is better off 
than many countries, it might be considered by some not to be fully 
developed in certain areas. 

Mr. Jonas. The loan was not made to Australia. It was made to 
the Netherlands. 

Mr. Ditton. It was made for the purpose of development in Aus- 
tralia. This loan was specifically mentioned in detail by name and 
description at the time the Development Loan Fund was set up and it 
was stated by people on the Foreign Affairs Committee, who were 
responsible for the bill, that they felt this was the kind of a loan that 
should be made by the Development Loan Fund, and nobody said 
anything to the contrary at that time. There is a very concrete and 
conclusive legislative history indicating that particular loan should 


be made. 


LOANS FOR RESETTLEMENT OF IMMIGRANTS 


Mr. Jonas. The resettlement of immigrants. Is that considered 
development of the country? It seems to me the expenses of the trans- 
fer of the immigrants from— 

Mr. Dron. In general, I would think this is a case in which I 
would probably find better uses for money myself. However, we did 
feel that we had an obligation because of this congressional history 
to make certain of these loans, and those loans were made. That is all. 


LOAN TO SUDAN 


Mr. Jonas. I want to comment on the loan outlined on page 26 to 
the Sudan to the extent of $10 million for a textile plant. Where are 
they going to sell their textile products? 

Mr. Ditton. Inthe Sudan. 

Mr. Jonas. Do you mean that you restrict the sale of the products 
to the Sudan ? 

Mr. Ditton. No, sir. 

Mr. Jonas. My guess is that some of them will find their way into 
the United States to compete with our own textile people. 

Mr. Dixon. I do not think that is correct. Presently they import 
all of their textiles. They have great difficulty in getting adequate 
textiles. They grow the cotton there themselves, and the *y have had 
to import textiles, none of which came from the U nited States. 

The imported textiles come from other countries in Asia, and we 
felt that this would be a loan which would have no adverse effect. on 
the United States because the products would not come in here and 
it would not displace any American goods. 

Mr. Jonas. The loans are to be repaid i in U.S. dollars. That is one 
of the few that are to be repaid in dollars. 

Where are they going to get the dollars if they do not sell the 
products manufac tured by the } plant ? 
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Mr. Ditton. This loan is made to a man who owns a number of 
other companies and he has guaranteed this loan. A part of this 
Joan has a convertibility guarantee by the ICA under their invest- 

arantee program. He has guaranteed that he can convert his 
profits, or his receipts, from Sudanese currency into dollars. It is 
for that reason that the Development Loan Fund required repayment 
in dollars. It is not because any of the products will be sold outside 
of the country. 

Mr. Jonas. Is there provision in that loan requiring the consump- 
tion of the products of that textile plant in Sudan? You would not 
have a restriction of that sort, would you ? 

Mr. McIntosu. This factory will only produce a fraction of the 
textile requirements of the Sudan. There is no intention to export. 
I do not believe they could export. 

Mr. Perry. The Sudanese Government is in favor of this loan be- 
cause it will develop the manufacturing. facilities for sale within 
Sudan. That is why they have given their support. They look at 
it principally as a foreign exchange saver. 

Mr. Jonas. I was interested because it provides that the loan be 
repaid in U.S. dollars. 

Mr. Ditton. That is on account of this investment guarantee pro- 
vision. 

Mr. Perry. If he earned the exchange directly, he would have to 
turn it in to the Government. 

Mr. McInrosu. We try to have any of our loans repaid in dollars 
if the borrower is in a position to do so. 

Mr. Jonas. I understand, but I did not understand how the Sudan- 
ese could get the dollars if they were going to consume the product 
themselves. 

Mr. Tuomas. Sell it to themselves? 

Mr. Jonas. I thought they were going to sell it outside of the 
country. 

Mr. Ditton. They would get them from other sources, primarily 
from cotton, which they export all over the world. 

Mr. Tuomas. You think they are going to get a little of that cotton 
into North Carolina? 

Mr. Jonas. I think they will send some textiles over here before we 
get through with it. 

Mr. Ditton. We would not have made that loan if we thought there 
was any chance of that happening. 

Mr. Jonas. We have been financing the construction of other textile 
plants around the world that are competitive with our own textile 
people. I would not be surprised if you did it in the case of the Sudan. 

Mr. Ditton. That is why we took particular care here, because of 
the provisions of the law. 

Mr. Jonas. I congratulate you. 

I look a little askance at the proposition of taxing my textile people 
to put other textile manufacturers in business to take their business 
away from them right here at home. 

Mr. Ditton. I would agree with you entirely. We would not have 
made a loan if we thought that was possible. 
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LOAN TO IRAN 


Mr. Jonas. There is one other loan that worries me a little bit and 
I would like an explanation of it. 

On this loan to Iran, page 33, $47.5 million, I thought they had all 
the money they need from oil royalties. I am surprised we have to 
finance their internal development. 

Incidentally, in the first paragraph it says that part of the loan is 
to be used to build a textile mill for agricultural machine ry and silos 
and will pay 51, percent, and the balance of the loan will pay 314, 

Mr. Tuomas. I read that this morning and I did not make heads 
or tails of it. It looks like three loans dealing with three different 
people. 

Mr. Jonas. The point I was making is, is this country not pretty 
well off from oil royalties? 

Why do we have to put up almost $50 million ? 

Mr. Dron. It is potentially a rich country but they are in great 
need of development. Development in Iran is considerably behind 
that of some other countries of the world. It is one of the most 
acute targets now for Soviet pressure. 

Mr. Jonas. If you permit me to interrupt, I am not in favor of 
cutting Iran loose or making an enemy out of Iran. I want to be 
frie ndly with Iran but I have some diffie ulty justifying this loan, 

Mr. Driion. Like a number of other people, they want to go a little 
faster than on a pay-as-you-go basis. As you know that loan is re- 
payable in dollars. We felt on account of the oil they will have 
dollars to repay and all this is, is to enable them to move somewhat 
faster in the earlier years of their development program than would 
be the case if they had to rely on deve ‘loping with their oil revenues 
alone. They expect the oil revenues to increase over the years and I 
think that is a good assumption. 

Mr. Tomas. Does that mean that Government loan? It says, 
“autonomous agency.” 

Mr. Jonas. Is it a 7 -year loan development program by the Gov- 
ernment? Is that true? 

Mr. Ditton. That is correct. It is sort of like our RFC. It is an 
autonomous government corporation and it handles their develop- 
ment. 

Mr. Jonas. I thought the country of Iran was better off than the 
United States financially. 

Mr. Ditton. It is not that good. 

Mr. Jonas. They do not owe $280 billion, do they ? 

Mr. Ditton. Nobody else does. 

Mr. Jonas. Weare the only ones? 

Mr. Ditton. We are the only ones. 

Mr. Jonas. With a deficit facing us this year of $12 billion? 

Mr. Ditton. They have a gross per capita income of something 
just over $200 a year. 

Mr. Jonas. Th: at is because only a few peop le get the roy ilties. is 
it not? 

Mr, Ditton. The Government gets most of them and they are 
spending them for this economic development program. 
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Mr. Jonas. I have difficulty justifying spending our money in a 
country which has potenti: il oil riches such as they have in Iran. 

Mr. Ditton. This is one that we can count on being repaid in dollars 
and as being a good dollar investment. 

Mr. Jonas. If we were in the banking business that would be a good 
argument. 

Mr. Ditton. We are in the business of helping these countries pro- 
mote their development and do it fast enough so that they can stay free. 

Mr. Tuomas. What about Mr. Jensen’s silo? Who has use of a silo ? 

Mr. Ditton. That was not started by us. That was probably a 
technical assistance program. 

Mr. Jonas. I have only one final question, Mr. Secretary. 


APPLICATIONS FOR LOANS 


We have in dollars how many more applications for loans than you 
can possibly make, even if you get this supplemental ? 

Mr. Ditton. How many ‘more ? 

Mr. Jonas. Yes. 

Mr. Ditton. We have about $1.5 billion in total applications on 
hand. 

Mr. Jonas. How many of those will you be able to make, dollarwise, 
if you get this additional capital ? 

Mr. Ditton. $225 million. 

Mr. Jonas. You mean $1.5 billion in addition to those already com- 
mitted for ?¢ 

Mr. McInrosn. Yes, sir. We have applications on hand which we 
have screened, but not acted upon, of $1.5 billion. 

Mr. Ditton. They will not all necessarily stand up to cross- 
examination. 

Mr. Jonas. Assuming $1.5 billion? 

Mr. Ditton. That is about right. 

Mr. Jonas. You can make a quarter of those loans if you get this 
supplemental ? 

Mr. Ditxon. Yes, sir. 


CRITICISM OF PROGRAM 


Mr. Jonas. Is not the overall result going to be that we will make 
more enemies out. of the people that do not get the loans than we will 
make friends out of those th: at get the loans? 

Mr. Ditxon. No, sir. 

Mr. Jonas. Is not the only way to handle this thing to make friends, 
to make loans to everybody who wants them? 

Mr. Ditton. No,sir. We have got to make these loans to the extent 
that we can and that we have funds available, and we can process them 
and reach detailed agreement on sound projects. 

Mr. Jonas. Has it come to your attention that we have come in for 
criticism around the world on the part of some countries because they 
contend we have not been as generous to them in grants or loans as we 
have to other countries? 

Mr. Dixon. I have not heard that,no. I have heard in the case of 
the Philippine Islands they thought we should have been a little more 
rapid in implementing our loan agreement last summer. 
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Mr. Jonas. You do not think our country has come in for any sub. 
stantial criticism around the world ? 

Mr. Ditton. No, sir. 

Mr. Jonas. One of the criticisms of our country in Bolivia, as re. 
lated in this Time article, was that they did not think we had been as 
generous to them in foreign aid as we had to some other countries, 

Mr. Ditton. You are correct, sir, in that in the case of Latin 
America generally there has been a feeling that because we have 
extended most of our assistance through the Export-Import Bank 
and not through ICA programs, mutual security programs, they some. 
how were being discriminated against. With the Development Loan 
Fund we, for the first time, began to use mutual security funds for 
development in South America on a relatively large scale, about 10 
percent of the $700 million. 

Mr. Jonas. You would not anticipate any criticism from the coun- 
try that does not get the loan ? 

Mr. Ditton. I donot think so. 


LANGUAGE IN CONFERENCE REPORT ON 1959 BILI 


Mr. Rooney. I would like to call attention to one matter. When 
the conference report was agreed to by both Houses last summer, on 


the 1959 mutual security appropriation bill, that conference report 
contained the following language: 


The amounts contained in the bill agreed to by the conferees were too small 
in the view of some of the conferees, especially in the Development Loan Fund. 
It is understood that if additional funds are needed next January for the pur- 
poses contained in this bill, the Appropriations Committees of the Heuse and 
Senate will give earnest consideration to the recommendutions of the Executive 
in view of the importance of maintaining our friendly relations with countries 
with whom we have undertakings. 


That is all. 


LOANS PRIOR TO INCORPORATION OF DEVELOPMENT LOAN FUND 


(Nore.—The following information was supplied in response to 
interrogation on p. 428 of this record :) 


SecuRiITY PROGRAM 
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Monpay, Marcu 2, 1959. 


U.S. CIVIL SERVICE COMMISSION 
WITNESSES 


BARBARA GUNDERSON, ACTING CHAIRMAN 

FREDERICK J. LAWTON, COMMISSIONER 

WARREN B. IRONS, EXECUTIVE DIRECTOR 

DAVID F. WILLIAMS, DIRECTOR, BUREAU OF MANAGEMENT SERY. 
ICES 


W. B. UHLENHOP, CHIEF, BUDGET AND FINANCE DIVISION 


Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have with us this morning our distinguished friends from the 
Civil Service Commission. We are delighted to have with us Mrs, 
Barbara Gunderson, Acting Chairman; Mr. Frederick J. Lawton, 
Commissioner; Mr. Warren B. Irons, Executive Director; Mr. David 
F. Williams, Director, Bureau of Management Services, and Mr. 
W. B. Uhlenhop, Chief, Budget and Finance Division. 

Mrs. Gunderson, do you have a statement which you would like to 
make at this time ? 

GENERAL STATEMENT 


Mrs. Gunperson. I do, Mr. Chairman. 

Mr. Chairman and members of the committee, the Commission 
requires supplemental appropriations for fiscal year 1959 in three 
areas: (1) Salaries and expenses, $1,800,000; (2) investigations of 
U.S. citizens for employment by international organizations, $143,000; 
and (3) annuities, Panama Canal construction employees and Light- 
house Service widows, $270,000. The need for these additional funds 
is primarily the result of legislation, including pay legislation, en- 
acted by the last session of the 85th Congress subsequent to action 
on the Commission’s 1959 budget. 


SALARIES AND EXPENSES 


Of the $1.800,000 requested for “Salaries and expenses,” $1,625,000 
represents the increased pay costs resulting from the Federal 
Employees Salary Increase Act of 1958 for employees paid from this 
appropriation—Public Law 85-462. 

In addition to pay increase costs, additional funds amounting to 
$175,000 are requested involving the administration of the retire- 
ment systems, travel expenses, and the relocation of our regional 
office in New York City and the recruiting and information facilities 
in Washington. 

Public Law 85-465 provided for a 10 percent increase in certain 
annuities payable from the civil service retirement and disability 
fund, and also provided for annuities to certain widows and widowers 
not previously entitled thereto. The additional work involved in 
processing the claims filed under Public Law 85-465 and related 
work is estimated to cost $110,000, while the recomputing of annuities 
under the new law will add approximately $18,000 to costs in fiscal 
year 1959. The Commission expects to be able to absorb most of 
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this additional cost through savings in other activities. Therefore, 
we have reduced the supplemental request for this purpose to $30,000 
which should enable us to keep retirement workloads current this 
fiscal year. 

I am sure you gentlemen are aware of the constantly increasing 
cost of public transportation, automobile oper ating expenses, hotel 
accommodations, and other expenses involved in official travel. In 
order to meet these increased costs the Commission has been forced 
to reduce travel, which is a vital part of some of our major programs, 
below the level that will permit fully adequate operations. Actually 
we believe that additional travel funds of $88,000 would be required 
in this fiscal year to provide an adequate and balanced program. 
However, we have reduced our request to $28,000 representing the 
amount of additional travel which can be effectively performed dur- 
ing the fourth quarter of the fiscal year. The request also provides 
for inc reasing the limitation in the appropriation language in the 
same amount. 

For some time the Commission has been concerned about the office 
quarters occupied by our second regional office in New York City 
and our recruiting and information facilities in Washington. We 
are greatly pleased that the General Services Administration has been 
able to make arrangements for the rental of new quarters for these 
facilities and we expect to be able to move our staff into the new 
locations in the very near future. Supplemental funds amounting to 
$117,000 are requested to provide for moving expenses and new equip- 
ment in connection with these moves. 


INVESTIGATION OF U.S. CITIZENS FOR EMPLOYMENT BY INTERNATIONAL 
ORGANIZATIONS 


This appropriation provides for the reimbursement of the Civil 
Service Commission and the Federal Bureau of Investigation for 
the costs of investigations of U.S. citizens employed or being con- 
sidered for employment by international organizations and for ad- 
visory determinations by the International Organizations Employees 
Loyalty Board established in the Commission. 

A supplement: al appropriation of $143,000 is requested under this 
head to meet increased workload receipts and to cover increased costs 
resulting from the pay legislation and other factors. The work- 
loads are not controllable by the Commission and te of ap- 
plicant investigations through January this fiscal year are 21 per- 
oe above a similar period | last year. Further we are advised by 
the State Department that employment of U.S. citizens by inter- 
national organizations is expected to increase in the period January 
to June 1959. It is definitely to the advantage of the Government 
to have the responsibilities of the Commission and Federal Bureau 
of Investigation in this regard carried out promptly and with as 
little delay as possible. 


ANNUITIES, PANAMA CANAL CONSTRUCTION EMPLOYEES AND LIGHTHOUSE 
SERVICE WIDOWS 


Under this title annuities are paid to former employees engaged in 
the construction of the Panama Canal or to their widows, and to the 
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widows of former employees of the Lighthouse Service. Additional 
funds are required to pay annuties this fiscal year as a result of ip. 
creased monthly payments provided by Public Law a a revised 
trend in the number on the annuity roll, and an increase in the num- 
ber of retroactive claims filed. The payment of caus additional] 
amounts will deplete av ailable funds to the extent that a supplemental] 


appropriation of $270,000 is required in order to pay annuities for 
the months of > lay and June 1959. 


The total supplemental request is summarized as follows: 


Amount (mount Additional 
Appropriation or fund title required iailabl smount 


juested 


Salaries and expenses, Civil Service Commission $20, 000, 000 $18, 200, 000 $1, 800, 000 

Investigation of U.S .citizens for employment by international j 
organizations 

Annuities, Panama Canal < vv tion employees and Light- 


house Service widows, Civil S ice Commission... . | 2, 570, 000 2, 300, 000 


493, UOO 350. 000 143, 000 


270, 000 


Note.—Justification for each item in this request is set forth in the following pages. 


We will be pleased to answer any questions the committee may 
have, 

Mr. Tuomas. Madam Chairman, that is a nice statement. 

I note you have three deficiency items here: “Salaries and ex 
penses” in the amount of about $1.8 million; “Investigations of U.S. 
citizens for employment by international organizations,” $143,000, 
and “Annuities to Panama Canal employees and the lighthouse 
widows,” and so forth, in the amount of $270,000, making the grand 
total roughly $2,213,000. 


SALARIES AND EXPENSES 


Program and financing 


reas 
( r de- 
ii] , L = 
Program by activities 
1. Recruiting and examining $6, 631, 198 $M, 726, 198 95, OO 
2. Investigation of character and fitne for employment 034, OOK 3, 956, 000 +22, 000 
3. Inspections and classification audits 2, 395, 000 2 419, 000 +-24, 000 
4. Administration of the retirement systems 218, 000 2, 248, 000 30, 000 
Developing programs and standard 786, 000 1, 786, 000 
6. Appellate functions 835, 006 834, 000 +4 (yf 
7. Executive and administrative 2, 022, OO 2, 022, 000 
Total program costs ) 821. 198 1, 906, 198 175, 000 
8. Relation of costs to obligations: Co nanced f 
obligations of other years (unpaid undeliveres 
et 114, 504 114 
Supplemental required for pay increase 1, 62° 0 1 On 
bligat 18, 081, 694 19, 881, 604 1, 800, 00 
Finar 1959 I i iilable in 1958 18, 306 +118 
New | nal 18, 200, 000 1) 000. 000 +1. 800, OO 
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Object classification 


| 
| 1959, 1959, | 1959, increase 
presently revised | +) or de 
available estimate | crease (—) 
Total number of permanent positions. ..._......-...--.--. a 2, 800 TE Gil oe et cencias 
Full-time equivalent of all positions...............-- selon testes 9 TF Nctttnadiiibabeoe 
Average number of all employees NEA lad ee 2, 750 By CD Veccematirmakiochisscie 
Number of employees at end of year 2, 760 SOOT. esas 
01 Personal services 
Permanent positions ............- sioilbietinimiemianes on $16, 381, 786 $16, 381, 786 |..........-... 
Positions other than permanent : | 46, 832 46, 832 (oases 
Other personal services __....-- 81, 382 111, 382 +30, 000 
Total personal services ............-..-... — 16, 510, 000 16, 540, 000 -+-30, 000 
ty Dn oseeqmaed ae ceiimns oes 72, 000 500, 000 | +-28, 000 
03 Transportation of things__- . ipairanieeddaiachesiontodais 79, 000 91, 000 +12, 000 
04 Communication services are j font waeieel 523, 000 BE. Vinosscataee _ 
05 Rents and utility services _.......--. bas ai 92, 000 hy nee ae 
06 Printing and reproduction. -_- ade ‘ieicattniked 428, 000 SIE Sa cuicineesinmonsnis 
07 Other contractual services eee hoes cant 162, 600 167, 600 | +5, 000 
Services performed by other agencies cra teeie weasel 154, 400 SE Awnetieiinicnine 
08 Supplies and materials ---- sive : 240, 000 ee 
09 Equipment ° suinnde sins ind de ahniee oat 838, 000 188. 000 +100, 000 
11 Grants, subsidies, and contributions- | 1, 066, 000 2 GE  Benvecnewsdwuns 
13 Refunds, awards and indemnities | 8, 000 8, 000 
15 Taxes and assessments ae 2, 000 2, 000 | 
1959 program obligated in 1958 118, 306 -118, 306 . 
Supplemental required for pay increase se aie —1, 625, 000 ne +-1, 625, 000 
Total obligations eel a: 18, 081, 694 19, 881, 694 +1, 800, 000 
| 


The first item is “Salaries and expenses.” At this point in the 
record we will insert pages 1, 2, and 3, and the table which appears 
on page 4 of the justifications. 

(The pages referred to follow :) 


The Commission will require a supplemental appropriation of $1,800,000 for 
the salaries and expenses appropriation in fiscal year 1959. These funds are 
required (1) to meet increased pay costs resulting from Public Law 85-462, (2) 
to process increased workloads in “Activity 4, Administration of the retirement 
systems” resulting from Public Law 85-465, (3) to meet increased travel costs, 
(4) to furnish and equip new office space for the New York regional office and 
for a recruiting and information center in Washington. 

Although the funds appropriated for 1959 were $100,000 less than the amount 
available for 1958, provision had to be made within this reduced appropriation 
for new work items and increased costs approximating $150,000 above the 1958 
level. These additional items included (1) the valuation of the retirement fund 
$51,000, (2) contributions to the retirement fund for an additional pay period 
$35,000, (3) the normal increase in retirement workloads $47,000, and (4) the 
continuation of the standards program at the 1958 level for a full year in 1959, 
$18,000. The effective reduction below the 1958 appropriation level therefore 
amounted to more than $250,000 which had to be absorbed and which precludes 
absorbing any part of the increased pay costs. 

In addition to the cost of pay legislation, other legislation, namely Public Law 
85-465, enacted subsequent to congressional action on the Commission’s budget 
request has created needs over and above those already absorbed in the 1959 
appropriation. While the Commission has been able to absorb a substantial por- 
tion of these new requirements, it is not possible to fully meet these added needs, 
unless supplemental funds are made available, without developing unmanage- 
able backlogs of work or seriously impairing other programs of the Commission. 
Increasing travel costs are also seriously hampering program operations. 

The following table indicates the total amount required as compared to the 
funds available: 


Program, fiscal year 1959 $18, 200, 000 


Required, fiscal year 1959 ini 3 __.-. 20,000, 000 
Supplemental request, fiscal year 1959 : ; 1, SOO, 000 


The table on the following page shows the detail of increased requirements by 
item and by object classification 
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A discussion of the needs of each of the items under the salaries and expeuses 
appropriation requiring supplemental funds follows. 


Additional requirements, fiscal year 1959 











ol 02 03 07 09 11 
| Gr ants, | 
| Trans- | Other sub- | Total addi. 
Personal rravel | porta- jcontr 1C-| Equip- | sidies, tional re. 
services tion of tual | ment and | quirements 
| | things |services contri- | 
| | butions| 
oe gt ee peer er tee 
A. Increased pay costs.-......-.... = | $1, 52 , 500 | .- .| ..| $6, 500 ..-|$97,000 | $1, 02s, pe 
B. Activity 4, retirement .-.-........ 30, 000 | 
C. Travel expenses... a“ pee GO Escicccas!-ceenceelnscseensas oa oa om 
D. Relocation of se*ond “regional 
office and establishment of a 
Federal recruiting center.....- Kiculeanibeae .1$12, 000 5, 000 $100, | 000 | --|_ am 117,000 
oe scum nicaere 1, 551, 500 0 | 28,000 | 12, 000 | 11, 5 100, 000 wy “97, 000 vo | ama 1, 800, 000 





A. ADDITIONAL FUND REQUIREMENTS FOR INCREASED PAY COSTS PUBLIC LAW (85—462) 
The additional requirements as a result of increased pay costs are as follows: 


01 Personal services__._____- ee eo scan aid ines imarvassecsacce bt ea 
O07 Other contractual services aacetcemtiae sansa esiiieeitiae 6, 500 
11 Grants, subsidies, and contributions ss re i a Le 97, 000 


Total required______~- are Faia ce aa eee 

The increased cost of personal services resulting from Public Law 85-462, Fed- 
eral Employees Salary Increase Act of 1958, is based on the actual cost of 
increases in salaries for the 1959 authorized strength of Commission employees 
paid from the “Salaries and expenses” appropriation. The total cost of salary 
increases amounted to $1,521,500. Related costs consist of increased contribu- 
tions to the civil service retirement and disability fund, $97,000, and to the 
Federal employees group life insurance fund, $6,500, resulting from the 
increased salary payments. 

In view of additional requirements for funds in this fiscal year resulting from 
legislation enacted subsequent to congressional action on the Commission's 
1959 budget, as discussed on page 1, it is not feasible to absorb any part of the 
pay increase costs. 

Mr. THomas. This item is broken down into four items. You claim 
that $150,000 of that $1.8 million is due entirely to the increased work- 
loads. You state: “These additional items included (1) the valuation 
of the retirement fund, $51,000, (2) contributions to the retirement 
fund for an additional pay period, $35,000, (3) the normal increase 
in retirement workload, $47,000, and (4) the continuation of the stand- 
ards program at the 1958 level for a full year in 1959, $18,000.” 

Adding it all up, it comes to $150,000. 

What was the amount of your entire pay increase. Was that amount 
$1,625,000 ? 

Mr. Lawton. That is right. 

Mr. Tuomas. Have you absorbed any of that amount? 


Mr. Lawton. No, sir; we have not absorbed any of that, because—— 


TRANSPORTATION 


Mr. Tuomas. I would like to inquire into one or two items over 
here. You have a $12,000 item in “Transportation” and you have 
“Other contractual services” in the amount of $5,000. 


The’ 

Hov 
York) 

Mr. 


ingt or 
‘Mr. 
42. 0 


pro 
equ 

\ 
be 1 
nat 
the 
mo 


O11 Seg 


the 


rom 
on's 
the 


im 
rk- 
ion 
ont 
use 
\d- 


or 
ye 


| 


479 
EQUIPMENT 


Then you have an “Equipment” item of $ 3100 000. 

How do you break down the “Equipment” item between your New 
York regional office and your Washington employment center ? 

Mr. LAWTON. $58,000 is for New York and $42,000 is for Wash- 
ington. 

Mr. Tuomas. How do you justify the need for the $58,000 and the 
$49,000? I have been in both of your offices a good many times. 


NEW YORK OFFICE 


Mr. Lawton. At the New York office a lot of the furniture is in 
pretty bad condition. 

Mr. THomas. Well, in the first place, you are moving out of your 
location in your New York office ? 

Mr. Lawton. We are moving out of the old warehouse down there. 

Mr. Tuomas. Where are you moving to? 

Mr. Lawton. We currently have ‘bids requesting some midtown 
New York location, but we have not yet decided. 

Mr. Tuomas. W hat is going to happen to the old building? 

Mr. Lawton. They are going to put into the old building a couple 
of storage fac ilities—some w eighing services for the customs service, 
and increase the size of the laboratory for the Department of Agri- 
culture which is located in the building. 

They are going to use the building for purposes for which it is 
better fitted. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

I presume you are going down to midtown New York, and pay $3 
or $4. ayeers foot per year rent ? 

Mr. Lawron. I imagine it would be at least that. 

Mr. Tuomas. Why the $ $58,000, then? The furniture is not too old; 
isit? It is not good enough! 

Mr. Lawron. The furniture is old, some of it would not stand the 
move, “ys we need additional furniture. 

Mr. Tuomas. What is the nature of the furniture which you will 
procure with the $58,000? Is that office equipment furniture or extra 
equipment for the prospective job applicants ? 

Mr. Lawton. I have a list of it here. The typewriter desks will 
be used for a combination of purposes. They will be used for exami- 
nation purposes and also for office purposes. We have not split out 
the use of a particular desk; but, if we have heavy demand, we will 
move furniture to take care of them. 

Mr. Tuomas. You do not anticipate an increase in your workload 
by virtue of your moving downtown ¢ 

Mr. Lawton. No, sir; no increase in the workload. A lot of it is 
filing equipment. 

Mr. Tomas. While you are in the process of moving, here is a 
good opportunity to get rid of some of those old records, and cut 
dow non your spi ce, 

How much space will you have in your new location as compared 
to what you have now? You got lost in your present location. You 


7458—_539——-31 
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now have cheap space, and you can have a dance hall on every other 
floor. 

Mr. Lawton. The amount of space would be slightly less. 

Mr. Tuomas. Slightly less? 

Mr. Lawton. Yes. 

Mr. Witi1aMs. About 13,000 square feet less. 

Mr. Tuomas. It ought to be at least 50 percent less. 

Mr. Wittiams. About 13,000 square feet. 

Mr. Tuomas. You have 50 percent more space in your old building 
than you need. 

Mr. Witu1ams. We have given up some space in that building, Mr, 
Chairman. I do not know how recently you have been in there, but 
at one time this was perfectly true. Space was no problem because 
it was there, and no one was using it, but in the last few years we 
have given up a considerable amount of space in the present location, 

Mr. Prtoneas. Have you given up any floors, or just what have 
you given up? 

Mr. WirttaMs. There has been a contraction of 2 000 square feet 
in our space since June 1954, and we plan to occupy 1 3,000 less square 
feet in the new location. 

Mr. Tuomas. I hope your Commissioners and your General Man- 
anger, Mr. Irons, will take a look at that space. You could cut down 
your space requirements at least 50 percent when you get out of 
that building. 

Of course, under former circumstances the space was there, and 
you had just as well occupy it as anyone else, but I thought for a 
while you would have to furnish your employees bicycles to go from 
one end of the big building to the other. 

Mr. Lawton. GSA had an outside concern come in and evaluate 
our space needs. 

Mr. Tromas. What about this $42,000 for your Washington office! 
What are you going to do with that? With what does the $12,000 
item and the $5,000 item go? 

Mr. Lawton. The $12,000 item is for moving in New York, and 
the $5,000 item is for some construction work such as counters and 
shelving, and so on. 

Mr. THomas. Do you intend to move in Washington ? 

Mr. Lawton. That is 

Mr. Tuomas. Where is your moving money here? General Serv- 
ices is not going to charge you anything, are they ? 

Mr. Lawton. We think we can do that ourselves. We have a truck. 





WASHINGTON OFFICE 


Mr. Tuomas. What equipment do you need for the requested 
$42.000 in Washington ? 

Mr. Lawton. We want examination desks and chairs and then 
some tables and chairs for a waiting room. We need 200 desks and 
200 chairs for examination purposes. Al] examinations will be held 
there whereas they are now held in various other spots. 

Mr. Tomas. What will be the address of your new location when 
you move? 

Mr. Lawton. 8th and E. 

Mr. Tuomas. How much rent are you paying for that ? 
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Mr. Wu11aMs. About $60,000. GSA will pay the rent of approxi- 
mately $60,000 a year. 
Mr. THOMAS. That is $60,000 over and above what the taxpayers 


are now paying because you ‘have free rent in a Government building 
at the present time? 


Mr. Lawton. That is correct. 

Mr. Tuomas. I hope you do not move. I hope you go ahead and 
try to get a building for your operations. You need a new building, 
and it “will save the t taxpayers money, and I think the committee 
would be inclined to help you build a new building, which would 
house your own activities and that of two or three other Government 
agencies. When you get through, instead of spending this $60,000 
for additional space, you could have all your activities under one roof 
conveniently together with well-balanced space and better organized. 
However, whether you have a building, I suppose, is beyond your 
jurisdiction. I presume you have asked for it. 

Mr. Lawton. Well, there has been such a request as you know, in 
and out of the estimates several times. 


CHANGE IN RETIREMENT BENEFITS 


Mr. Tuomas. Why do you have such an increase in your work- 
load in your Retirement Division ? 

Mr. Lawton. Public Law 465 that passed at the last session added 
a large group of people to the annuity rolls, people not formerly on 
them, and we had an initial first-year cost of putting those people on 
the rolls. They are the widows of annuitants and employees who 
died prior to 1948 when the survivorship law first became effective. 
Congress, last year, gave certain rights to people whose husbands 
died before 1948. We estimate that we will have about 25,000 claims. 

Mr. Tuomas. Did these people pay anything into the retirement 
fund ? 

Mr. Lawton. The husbands who were in the service between 1920 
and 1948 paid into the fund. 

Mr. Tuomas. For themselves? 

Mr. Lawron. Yes; but at that particular point there was no sur- 
vivorship right granted. 

Mr. Tuomas. How much did that new legislation cost the retire- 
ment system where no contributions had been made to take care of it? 

Mr. Witt1am. About $50 million a year. 

Mr. Lawton. $50 million a year is the anticipated cost to cover 
both the annuities to pre-1948 widows and the increase in annuities 
granted under the same law. There is a cost to the fund of $104 mil- 
lion for 1959 and 1960, and in 1961 an appropriation is required or 
the annuities will no longer be paid. 
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Investigations or U.S. Crrize 








Program by activities: 
1. Investigations (total program costs) 
2. Relation of costs to obligations: 


for costs of other years (unpaid undelivered orders), 


a aI tae cate ats cia ehets inet cities 
3. Supplement: al require d for pay increase 


Total program (obligations) 
Financing: New obligational authority 
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Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees aie 
Number of employees at end of year 


01 Personal services: 
Permanent positions 
Positions other than per manent 
Other personal services - - 


Total personal services 
Travel_....... 
Communication services 
Printing and reproduction. ---.-.----- 

Other contractual services a 
Services performed by other agencies 
11 Grants, subsidies, and contributions: 
retirement fund ani 
15 Taxes and assessments 
Supplemental required for pay increase - 


GSzR8 








Ns FOR EMPLOYMENT BY INTERNA,- 
TIONAL ORGANIZATIONS 
Program and financing 
oS = nt , 
| 1959, 959 | 1959, j 
ae sy 1 ’ | 19 9, inereage 
presently revised | (+) orde- 
| available estimate crease (—) 
ears a wiphty ee res ey 
-_Shibe $352,614 | $490, 614 | +$138, 000 
Obligations incurred 
bevel d 2, 386 | 2,386 |. eon 
AE Ch lt —5, 000 enatmenie 5, 000 
niin tite hrc Le 
ER TSP = 350, 000 493, 000 +143, 000 
fhe Sideecks i! 350, 000 493, 000 | +143, 000 
re yi 
Object classification 
od ti itor e ie 
1959, | 1959, | 1959, increase 
presently | revised | (+) or de 
available estimate crease (—) 
5 64.6. 
1 2 | +] 
6 7 +] 
12 | 9 a 
SeeRit i L¢ $38, 153 | $38, 153 | ah 
—— : 15, 700 | 24, 300 +$8, 600 
147 | 147 wna 
54, 000 62 600 +8, 600 
5, 200 | 5, 200 ~aoodin 
700 | FOU Ja neyuecbeieis 
150 | 150 J 
, 200 | 1, 200 sax tie 
290, 900 | 420, 300 +129, 400 
Contributions to the | 
2, 600 2, 600 
250 250 ine 
—5, 000 +5, 000 
--| 350, 000 | 493, 000 +143, 000 


Total obligations 


At this point in the record we 
of the justifications, 


which has to do with investigations of US. 





will insert pages 15, 17, 18, and 19 


‘ 


citizens for employment by international organizations. 


(The pages referred to follow :) 


Comparative su 


Functions 








Federal Bureau of Investigation: 
Name checks. _ __-- ' 
Full field loyalty inv estigations- 


Subtotal, FBI 


Civil Service Commission: 
National agency checks ‘ 
Background inves‘igations_. 

Processing reports on internationally recruited 

Loyalty advisory opinions-_- 

Analysis of other cases _- 

Supplemental required for pay increases 
Subtotal, CSC_-. 


Total cost of program. 


mmary statement 


1959 
1959 program | 1959 required | supplenental 
request 
$2, 000 $2, 740 $740 
51, 000 69, 250 18, 250 
43, 000 71, 990 18, 990 
7. 200 11, 510 4, 310 
229, 100 335, 000 105, 900 
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46, 500 > 300 5, 800 
17, 600 1). 400 2, 800 
5, 000 4-5, 000 
297, 000 421,010 124, 010 
350, 000 493, 000 143, 000 
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GENERAL STATEMENT 


Under Executive Order 10422 as amended, the Civil Service Commission and 
the Federal Bureau of Investigation conduct investigations of U.S. citizens 
employed or being considered for employment in international organizations of 
which the U.S. Government is a member. The reports of these investigations 
are forwarded to the International Organizations Employees Loyalty Board of 
the Civil Service Commission which makes advisory determinations under the 
loyalty standard specified in the order. The standard is ‘“* * * whether or not 
on all the evidence there is a reasonable doubt as to the loyalty of the person 
involved to the Government of the United States.” 

The Board transmits its determinations, as advisory opinions, to the Secretary 
of State for transmission to the executive heads of the international. organi- 
gations concerned. 

It is not the function of the Civil Service Commission or the Federal Bureau 
of Investigation to make decisions as to whether the individual investigated 
shall be retained or given further consideration for employment. This is a 
matter for decision by the Secretary General of the United Nations or the 
executive heads of the other international organizations. 

Funds available for this program in fiscal year 1959 will not be sufficient to 
process the workload expected to be received. Therefore, a supplemental appro- 
priation of $143,000 is being requested, The reasons are as follows: 

1. An unexpected increase in workload receipts from the United Nations as a 
result of the Middle East situation, as well as increased employment of 
U.S. citizens by international organizations, particularly the Pan American 
Sanitary Bureau. For example, total workload of applicant investigations 
through January of fiscal year 1958 amounted to 488 cases, whereas during the 
same months of the current fiscal year receipts have amounted to 589 cases—a 
21 percent increase. It now appears that receipts will amount to 1,000 cases. 
In addition, the workload of full field loyalty investigations is expected to amount 
to 9) Cases rai.er than the 88 estimated in the 1959 budget. Funds available 
in fiscal year 1959 will permit the processing of only 70 cases. 

2. The costs for cases investigated and charged to this appropriation have 
increased over the rates estimated in the 1959 budget, because of Public Law 
85-462 which increased pay rates, and also as a result of higher operating costs 
in both the Civil Service Commission and the Federal Bureau of Investigation. 


Billing rate | Revised bill- 


l'ype of case estimated in| ing rate for 
1959 budget fiscal year 
1959 
Background investigations (CSC) z ae edt occ nied $260. 00 $335 
Full field loyalty investigations (F BI) Z : 632. 22 730 








3. Pay increase for members and staff of the International Organizations 
Employees Loyalty Board resulting from Public Law 85-462. 

4. The amount appropriated for fiscal year 1959 was $33,000 less than requested. 

The need for funds to maintain the prompt and continuous processing of these 
eases is consistent with the interests of the U.S. Government in securing a rea- 
sonable proportion of U.S. citizens employed in the international organizations 
of which this Government is a member. The Department of State has fostered 
employment of an increasing number of U.S. citizens through negotiations with 
the international organizations. Any delay or suspension in the processing 
of cases would not be in the best interests of the U.S. Government becanse: 
(1) Appointments cannot be made until the results of investigations have been 
evaluated, notwithstanding the desire of the applicant to accept appointment 
or the willingness of the international organization to hire him; (2) even under 
normal time schedules of processing investigation cases, several weeks or more 
elapse from the start of the investigation until a report reaches the head of the 
international organization where the vacancy exists. As a result, applicants 
become discouraged, the agency hires someone else other than a U.S. citizen, 
and/or the international organization resists considering U.S. citizens as other 
vacancies develop. 











484 


A letter from the State Department dated December 19, 1958, advises the 
Commission that employment of U.S. citizens by international organizations is 
expected to increase in the period January to June 1959. 

With the funds currently available, the outlook is for a shortage of funds to 
develop successively in the third and fourth quarters. This would eventuate 
in a growing backlog of work that would carry over into fiscal year 1960. Since 
the funds for this work are contained in a separate appropriation, there are no 
means by which the Commission could utilize other funds for this purpose even 


if available. 
Mr. Tuomas. I note your request for this item is in the amount of 


$143,000. This is a matter over which you have no control as to the 
number of them; is it not ? 


Mr. Lawton. That is correct. 

Mr. Tuomas. What are these investigations costing, each? 

Mr. Lawton. The background investigations which we make cost 
$335 each. The full field investigations which the FBI makes on 
a loyality basis cost $730 each. 

Mr. Tuomas. What is the total number of investigations to be 
made? You are the fiscal agent for all these investigation? What 
part of it is performed by you? 

Mr, Lawton. 1,000 background investigations which are field in- 
vestigations made by the Civil Service Commission and 95 by the 
FBI. That is in 1959. 

Mr. Tuomas. For “Full field loyalty investigations” I note you 
have the figure of $69,250 for 1959, as against $51,000, or an increase 
of $18,250 in the supplemental for that alone. 

The Civil Service Commission national agency checks show an 
increase of $4,310, and those cost $10 each; do they not? 

Mr. Lawton. About $9.95 each. 

Mr. Tuomas. What is the turnover in this organization or in these 
organizations? How many organizations are involved in it anyway? 

Mr. Lawton. There are between 50 and 60. 


EMPLOYEES OF INTERNATIONAL ORGANIZATIONS 


Mr. Tuomas. At this time will you be good enough to insert in 
the record the names of the international organizations together with 
the number of employees for 1957, 1958, and 1959? 

Do you have that information ? 

Mr. Lawton. We have the list of the agencies, but we do not have 
the number. We could get the number of employees as of December 
31,1958. 

Mr. Tuomas. Is that available to you without too much trouble? 

Mr. Witu1aMs. We can get it from the State Department. 

Mr. Tuomas. Will you do that, and insert it in the record? 

Mr. Lawton. Are you interested in US. 
employees ? ' 

Mr. Tuomas. U.S. employees are the only ones in which you are 
interested, and they are the ones which you have to investigate. 

(The information requested follows :) 
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Approzimate number of employees, as of Dec. 31, 1958, of international organizations 
to which the United States contributes or participates through the contingency 
funds or through voluntary program (data supplied by the Department of State) 











Re peencameas 
Interna- 
Interna- tionally General 
tionally General recruited Services 
recruited Services nationals nationals 
Organization U.S. citizens | U.S. citizens of other of other 
(professional (nonpro- countries countries 
and admin- fessiona]) (professional (nonpro- 
istrative) and admin- fessional) 
istrative) 
sciteacstidamptiananmtors ballietaite 
PO Ahan eienabeidsceetmmeseneen 335 1, 008 889 1, 522 
United Nations Educational, Scientific, and 
ESE 38 15 De Biss cwacmmnine teas 
Food and Agriculture Organization...........- A iii ii cat a a a 
International Labor Organization. ............. alte -  ), See 
World Health Organization.............--..... | er aaa ded GS cois cata . 
International Civil Aviation Organization_..... I iiisactecicasncadeasniten SP Facivencuse cies 
International Bank for Reconstruction and 
Development a ata een adil | 119 147 I 
International Monetary Fund-......-.........- 96 105 ON Scocesh acces 
Interparliamentary Risk o teesistts oe ereane’s NE ne Oe ee 
International Telecommunication Union_------ Sedan ees anh OS Beicansctacsm 
World Meteorological Organization. -.........-- Ot. sucsnbsassos | 
IY CPN nin eabmsicinenieadhaniaine 93 107 114 138 
International Atomic Energy Agency--.-..--.--- AR | U- Asenstalabenienlie 
Pan American Sanitary Bureau_...........---- 63 231 153 2123 
Inter-American Institute of Agricultural Sci- 
se erivnienilie ilcidincita eacinccaahin SFE cnsitienaintnbtoablie 
International Hydrographic Bureau_.....------ DE nasa aosese Bh Ecghstchamcidaiedten 
Caribbean Commission. .-.............--.-.-.-- BR eae. el 2 tovceitentcimiiiscacvinias 
South Pacific Commission... -....-.-.-.-------- | PD lncagcceqeanndtl | ee 
International Sugar Council__..........-.-.---- | D Riseciic anna Tae Ria 
International Bureau of the Permanent C ourt of 
a St en cil ake ei ne elena ds ave vatee Oto aes 6 ficecccenenet 
International Union for the Protection of In- 
a I oo cite seagate bw clap arpte Sa Bb bits ccsbdoncun 
International Bureau for the Publication of | 
Customs Tariffs shintbuna psmiicees eeenneea bioadel ee ee DD Sin ctbepenssieke 
International Bureau of Weights and Measures Ei maiandidane ee iD itesneneenane 
International Wheat Council_..........-...-.-- Gi... Te Bh cosedeaees 
International Cotton Advisory Committee---..- Ravcactetcnmenss 4c canvaearntinn 
SE SI, 4c teas gidene -oustabnne DP tewccahseceeen © liccusentpasiee 
Central Commission for the Navigation of the 
alata coco oto epeasevisl oon deoevacg ea ele ase ea fp a ee 
Intergovernmental C ommittee for E uropean 
ESE ERI OEE SE BL Sct ccnodb<on 7 aS 
United Nations Technical Assistance. 181 (3) 1, 391 ) 
United Nations International C hildren’s | 
Emergency Fund..--.-.........-.---- 45 (’) 109 @) 
United Nations Relief and Works Agency for | 
Palestine Refugees in the Near East_........- 27 (3) 87 ® 





1In New York City office only. 
2In Washington, D.C., office only. 








3 Included with United Nations General Services Employees. 


NOTE, 


quartered overseas as they are not available in the State Department. 


citizens employed in these custodial positions overseas. 


The above list does not include General Services personnel of intern 





ational organizations head- 
Only in rare instances are U.S, 


The following international organizations of which the United States is a 
member were not included in the list, because figures were not readily accessible: 


United Nations High Commissioner for Refugees 

Universal Postal Union, Bern, Switzerland 

International Finance Corporation, Washington, D.C. 

Inter-American Defense Board, Washington, D.C. 

Inter-American Children’s Institute 

Inter-American Indian Institute, Mexico, D.F. 

Pan American Institute of Geography and History, Mexico, D.F. 

Postal Union of the Americas and Spain, Montevideo, Uruguay 

International North Pacific Fisheries Commission, Vancouver, British Columbia 

International Pacific Salmon Fisheries Commission, New Westminster, British 
Columbia, Canada 

International Pacific Halibut Commission, Seattle, Wash. 

Inter-American Tropical Tuna Commission, San Diego, Calif. 
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Intergovermental Maritime Consultative Organization (in the process of 
organization ) 

International Council of Scientific Unions and 
Belgium 

International Whaling Commission, London, England 

International Commission for the Northwest Atlantic Fisheries 

Permanent International Association of Navigation Congresses, Brussels, Belgium 


Associated Unions, Brussels 


WORKLOAD 
Mr. Tomas. At this point in the record we will insert the work. 
load table for 1959. 
(The table referred to follows :) 


Workload table 





1959 program 1959 required 1959 supplemental 
| request 
Workload items ; 
| Number | Cost per | Number | Cost per | Number | Cost per 
of cases unit of cases unit of cases unit 
Federal Bureau of Investigation: | 
Name checks. - - 1, 379 $1. 45 1, 890 $1. 45 511 $1. 45 
Full field loyalty investigations. | 70 730. 00 95 730. 00 25 730. 00 
Civil Service Commission: 
National agency checks- 724 9. 95 1, 160 9.95 | 436 9. 95 
Background investigations_. 684 335. 00 1, 000 335. 00 316 335. 00 
Loyalty advisory opinions -.- ‘ 52 307. 00 170 307. 00 18 307.00 
Analysis of other cases -. 880 20. 00 1, 020 20. 00 | 140 20. 00 


Mr. Tromas. I note you estimate you will have 1,379 name checks. 
Does that mean the number of new employees ? 

Mr. Lawron. It means the number of applicants for employment 
they are seriously considering. 

Mr. THomas. It does not necessarily 

Mr. Lawron. No, sir. 

Mr. Tuomas. For full field loyalty investigations your first estimate 
was 70 for 1959, and now you have it up to 95. 

For civil service national agenc’ 
that has gone up to 1,160. 

For background investigations the figure of 684 has gone up to 1,000. 

The law is quite clear in this regard. Every time a new employee 
goes on the rolls, you have to go through this investigative process 

Mr. Lawron. We go through the investigative process; yes sir. 

Mr. Tuomas. Would you detail that process right quick for us? 

Mr. Lawton. The process is, first, the name check, and the national 
agency check which is the check against the files of the FBI, and 
other investigative activities such as naval intelligence 
telligence, and the Un-American Activities Committee. 

Mr. Tuomas. How does that routine investigation differ from that 
of an employee, say, working for the Civil Service Commission ¢ 

Mr. Lawron. It is the same sort of a check insofar as national 
agencies checks are concerned. The field investigation is the same 
as the field investigation for sensitive positions. 
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Annuities, Panama Canat Construction EMPLOYEES AND 
LigntTHouse Service Wipows 


Program and financing 











! 
1959, 1959, | 1959, increase 
presently revised (+) or de- 
| available estimate crease (—) 
| 
Program by activities: | | 
1. To employees engaged in construction of the Panama | 
$2, 175, 000 +$125, 000 








| 
| 
| 
es oa ein aed | $2,050,000 | 
2, To widows of former employees of the Lighthouse 
MN RS Se Se ee ee | 250, 000 395, 000 | +145, 000 
Total obligations--. 2, 300, 000 | 2, 570, 000 +270, 000 
Financing: Appropriation (new obligational authority) - at 2, 300, 000 | 2, 570, 000 +270, 000 
| 
Object classification 
1959, 1959, 1959, increase 
presently revised | (+) or de- 
available estimate’ | crease (—) 
12. Pensions, annuities and insurance claims. $2, 300, 000 $2, 570, 000 | +-$270, 000 





Mr. Tuomas. We will take a look at your request for annuities for 
Panama Canal construction employees and Lighthouse Service 
widows. 

At this point in the record we will insert pages 21 and 22 as well as 
page 23 of the justifications, and page 24. 

(The pages referred to follow :) 

Annuities are paid to persons who were employed on the construction of the 
Panama Canal, or to their widows; and benefits are paid to widows of former 
employees of the Lighthouse Service. 

The following table indicates the total amount required as compared to funds 
appropriated : 


| ! 
|Appropriated|; Required |Supplemental 


fiscal year fiscal year | request, 
1959 1959 | fiscal year 
} 1959 

Panama Canal construction employees ‘ $2, 050, 000 2, 175, 000 $125, 000 

Lighthouse Service widows. -.-.-.-- ‘ 250, 000 | 305, 000 145, 000 
& | 

Total ; a | 2,300,000 | 2, 570, 000 | 270, 000 
\ 


The need for funds in fiscal year 1959 has increased because of (1) recent 
legislation (Public Law 85-351) providing for a monthly payment increase from 
$50 to $75, (2) the revised trend in the number on the annuity roll of both 
the Panama Canal construction employees and Lighthouse Service widows (due 
to the higher-than-estimated additions and fewer drops), and (3) the increased 
number of retroactive claims filed. 

Although the Panama Canal Construction Act was originally enacted in 
1944, new claims continue to be received each year. In the light of current 
experience, it is expected that more claims requiring retroactive payments will 
be received than was estimated at the time of preparing the 1959 budget. 

Public Law 85-351, approved March 28, 1958, provides for an additional 
$25 a month to be paid to widows of certain former employees of the Lighthouse 
Service, increasing the annual rate of payment from $600 to $900. In addi- 
tion, deaths of Lighthouse Service retirees in fiscal year 1958 have increased 
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approximately 50 percent over the previous year and consequently, claims from 
widows of former employees of the Lighthouse Service are increasing, 

The following are detailed statements indicating the basis of the estimated 
supplemental requirements: 


Statement of supplemental funds required to finance payments to Panama Canal 
construction annuitants for fiscal year 1959 








Number | Annual rate Amount 

Annuity roll at July 1, 1958__..____-- ‘sbdemieseees 2, 275 $900 $2, 047, 500 

Anticipated additions, fiscal year 1959, retroactive to May 29, 
1944 (15 additions.X $900 annual rate X 15.08 years) !___- : 15 204, 000 
i. 7 i oth 2, 290 | 2, 251, 500 
Less estimated drops, fiscal year 1959, for death_-_- 170 450 76, 500 
Revised estimate for fiscal year1959 requirements - . 2, 120 2, 175, 000 
Available for fiscal year 1959... ....._-...-.-....-. | ; 2, 050, 000 
Additional funds required for fiscal year 1959 for Panama —— 
Canal construction annuitants ____.-..._.--- 125, 000 

' 





1 The retroactive date refers to the effective date of the act providing such annuities and is the date from 
which retroactive benafits are computed. The third figure in the formula refers to the number of years’ 
retroactive benefits to which new additions to the roll are entitled. 





At the time the 1959 budget was submitted, the Panama Canal construction 
annuity roll at July 1, 1958, was estimated to be 2,251 while actually it was 
2,275, or an increase of 24. Also, there were 10 adds and 185 drops estimated 
at that time. Recent experience indicates that there will be 5 more adds and 
15 less drops than previously estimated, resulting in a higher annuity roll 
than that estimated originally for fiscal year 1959. Payment to the estimated 
2,120 beneficiaries on this roll will cost $2,175,000, or $125,000 more than the 
amount available. 


Statement of supplemental funds required to finance payments to widows of 
former employees of the Lighthouse Service for fiscal year 1959 





| Number Annual rate Amount 
Annuity roll at July 1, 1958. _- eiatematein amie 408 | $900 $367, 200 
Actual additions to the roll in July 1958- 15 13, 500 


Anticipated additions fiscal year 1959 retroactive to Sept. 1, | 
19 0! (2 additions X $600 annual rate X 7.583 years plus 2 


additions $900 annual rate X 1.25 years)?__- 2 11, 600 
Other additions for fiscal year 1959 (those not entitled to retro- 
active benefits) _ ..-.. Nancie 21 450 9, 450 
Total. ‘ ‘ 446 | 401, 750 
Less estimated drops fiscal year 1959 for death... ; 15 450 | 6, 75 
Revised estimate for fiscal year 1959 requirements. 431 | j 395, 000 
Available for fiscal year 1959... ose al 250, 000 
Additional funds required for fiscal year 1959 for widows ; 
of former employees of the Lighthouse Service. - -. a 145, 000 








1 The retroactive date refers to the effective date of the act providing such annuities and is the date from 
which retroactive benefits are computed. 

2 The annual rate of $600 was applied for the period Sept. 1, 1950, to Mar. 31, 1958, and the annual 
rate of $900, for the period commencing Apr. 1, 1958, in accordance with Public Law 85-351, approved Mar. 
28, 1958. The third figure in the formula refers to the number of years’ retroactive benefits to which new 
additions to the roll are entitled. 





At the time the 1959 budget request was submitted, the annuity roll at July 
1, 1958, had been estimated at 400 while actually it was 408. Additions to the 
roll in July 1958 amounted to 15 and it is estimated that 23 more additions will 
be made in fiscal year 1959. Two of these additions will require retroactive 
payments totaling $11,600. These 38 adds, less 15 estimated drops, result in an 
annuity roll of 431 costing $395,000, or $145,000 more than the amount available. 

For the fiscal year 1959, the Commission’s appropriation request to finance 
payments to beneficiaries covered by these acts was reduced $25,000. This re- 
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duction, in addition to such factors as (1) the higher number of beneficiaries 
than was anticipated in the 1959 budget, (2) the additional numbers of claims 
to be paid, and (3) increased annuity payments under the new law, create the 
need for a supplemental appropriation in the amount of $270,000 for 1959. 

The payment of the additional moneys in accordance with the requirements 
enumerated in the previous paragraph will deplete available funds to the ex- 
tent that annuity benefit payments cannot be made for the months of May and 
June, 1959 unless additional funds are appropriated. 


Mr. Tuomas. The Panama Canal employees get an increase of 
$125,000, and the Lighthouse Service widows received an increase of 
$145,000, or a total of $270,000. 


I have a question here: 
I wonder if $200,000 would satisfy this need. These are debts, 


and they are going to have to be paid and there is no disposition on 
the part of anyone to delay it, much less not pay it. 

You had an increase in annuity rates. How much did that cost 
you by virtue of Public Law 85-351? 

Mr. Lawton. Yes, $25 per month per person. 

Mr. Tuomas. It went up from $50 to $75? 

Mr. Lawton. There was a 50 percent increase in the rate. 

Mr. Tuomas. For what was that? 

Mr. Lawton. That is for the Lighthouse Service widows only. 

Mr. Tuomas. That is for the additions? Was there any increase 
for the construction employees in connection with the Panama Canal 
operation ? ; 

Mr. Lawron. No increase in annuities. The increase there is in the 
numbers on the roll. 

Mr. Tuomas. The increase goes, then, from about $600 to $900 for 
the widows? 

Mr. Lawton. That is right. 

Mr. Tuomas. That is the statutory amount? 

Mr. Lawton. Yes, sir. 

Mr. Tuomas. What does the average Lighthouse Service employee 
receive? What is that amount? 

Does anyone recall ? 

Mr. Lawron. $900 is the flat amount which Lighthouse Service 
widows are paid. 

Mr. Tuomas. They did not receive an increase last year like the 
widows did ? 

Mr. Lawton. The Lighthouse Service people are not involved in 
here at all. This is only for the widows. The employees are paid from 
another retirement system. Most of them are now coastguardsmen, 
and are paid out of the military personnel fund. 

Mr. Tuomas. And, so, the widow and the employee himself gets a 
pension ¢ 

Mr. Lawton. Some of the employees will get pensions; yes, but not 
out of this fund. 

Mr. Tuomas. That is right. This is for the widows only. 

Mr. Lawron. This is for the widows only ; yes, sir. 
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INVESTIGATIONS 


Mr, Kirwan, What did you say it cost to process an individual ap- 
plicant through the FBI? What does it cost to make one investi- 
gation ? 

Mr. Lawton. The investigation by the FBI costs us $730 for a full 
loyalty investigation. Our investigation, which does not deal pri- 
marily with the subject of loyalty, costs $335. If loyalty is involved, 
We pass it on to the FBI. 

Mr. Kirwan. It costs $335 to investigate one applicant ? 

Mr. Lawton. Yes, sir. 

Mr. Krrwan. Thank you. 

Mr. Roonry. What does it cost to investigate the Members of Con- 
gress appointed to international organizations ? 

Mr. Lawton. It costs the same amount, $335. 

Mr. Rooney. $335? 

Mr. Lawton. Yes, sir. 

Mr. Roonry. We surely had a lapse when we enacted that legisla- 
tion. We now find your investigators coming to us to ask us about 
the loyalty to the United States of a Member who has served with 
us on the Appropriations Committee for 15 years, who is appointed 
to one of the international organizations for a temporary period of 
time, maybe, a couple of weeks, or a month. It is not your fault, but 
it certainly is a reflection upon the Congress itself. 


REDUCTION IN NUMBER OF EMPLOYEES 


Mr. Jensen. How many employees does the Civil Service Com- 
mission have as of today ? 

Mr. Lawton. Approximately 3,885. 

Mr. JeENsEN. Does that represent an increase over the number you 
had a year ago, or a decrease ¢ 

Mr. WiiuiaMs. It is a decrease. It represents a decrease of about 
200 from a year ago. 

Mr. Jensen. The decrease of about 200 ? 

Mr. WituiaMs. Yes, sir. 

Mr. JenNsEN. Well, that is good. 

To what do you attribute the decrease? Do you attribute that to 
efficiency or not so much work, or are your people working longer 
hours, or what ? 

Mr. WuuiaMs. It is a combination of two factors, actually: A 
part of these people are financed to make full field investigations for 
which we get reimbursed by other agencies. This workload has 
dropped off somewhat. This has been the major reason why our 
employment has decreased. 

Mr. Jensen. You mean other organizations are doing some of the 
work which you performed previously ? 

Mr. Lawton. No; they pay us to make investigations for them 
under the Government security program. For example, we investi- 
gate the contract employees for the Atomic Energy Commission, and 
applicants for other agencies, and they pay us for it. 

If they have less need for investigations, we have less need for 
personnel and their needs have been-dropping off some. 


Mr. Jensen. All right. 
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NUMBER OF CIVIL SERVICE EMPLOYEES GOVERNMENTWIDE 


How many people are now civil service employees in the entire 
Government of the United States ? 

Mr. Lawron. There are about 2,366,000 civilian employees of whom 
about 2 million are under the competitive civil service. There are 
2,047,000 under the competitive civil service. oh : 

Mr. JENSEN. That includes the people who are civil service em- 
ployees both here and abroad # 

Mr. Lawton. Here and abroad; yes. That is the grand total— 
2366,00C as of December 31, 1958, excluding temporary Christmas 
help of the Post Office Department. 

Mr. Jensen. How does that compare with, say, 1951? 

Mr. Rooney. What about 1953 ¢ 

Mr. JeNsEN. Can you give us the figures? 

Mr. Lawton. We do not have the figures for 1951 here, but the 
figure I have on this table for 1954 is 2,407,000. 

Mr. JENSEN. It was what? 

Mr. Lawron. 2,407,000. 

Mr. JENSEN. So, there has been a slight reduction in Federal per- 
sonnel ? 

Mr. Lawron. This is the lowest figure, as of June 30, in those years 
since 1954. It has been higher in each year than it is at the present 
time. 

Mr. Jensen. Are you asking for more employees in the 1960 budget ? 

Mr. Lawton. No. In the 1960 budget we are asking the same 
amount for personal services. 

Mr. JENsEN. You are requesting the same amount for personal 
services ¢ 

Mr. Lawron. Yes, sir. 

Mr. Jensen. And that is, of course, taking into consideration your 
10-percent pay increase ¢ 

Mr. Lawton. ‘The cost is higher, because of the pay raise. 

Mr. Rooney. Will the gentleman yield ? 

Mr. JENSEN. Yes, sir. 

Mr. Rooney. Would you ask for the figures with regard to 1951, 
1952, and 1953 ? 

Mr. Jensen. Yes, sir; I think we should have them. 

Mr. Lawton. We will get those for the record. 

Mr. Jensen. Put the figures in for each of the years from 1951 up 
to date. 

Mr. Lawron. Yes, sir. 

Mr. Jensen. I think that would be well. 

(The information requested may be found on p. 494.) 

Mr. Jonas. Will the gentleman yield ¢ 

Mr. JensEN. Yes, sir. 

Mr. Jonas. Will you ask him what is the percentage of civil service 
employees ¢ 

Mr. Lawton. It is, roughly, around 90 percent. 


OVERSEAS DIFFERENTIAL AND TRANSPORTATION ALLOWANCES 


Mr. JeENsEN. Now, a civil service employee abroad gets extra out- 
of-State pay ; is that right ¢ 
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Mr. Lawton. He does in certain areas. For example, men in Puerto 
Rico get 17.5 percent, and in Hawaii it is 20 percent; in Alaska it is 25 
percent, in the Canal Zone it is 25 percent, and in the Virgin Islands 
it is 25 percent. 

Mr. Jensen. All right. 

Take a civil service > employee that now lives in Europe, does he get 
additional pay, or does he get additional funds because of the fact that 
some of his expenses—family expenses, and so on, for moving over 
there—are paid by Uncle Sam? 

Mr. Lawton. He gets transportation usually. If he goes from the 
United States, he gets his transportation over, sir. 

Mr. Jensen. For himself and family ? 

Mr. Lawton. And back. 

Mr. Jensen. As well as his furniture ? 

Mr. Lawton. Yes. He gets a household goods allowance just the 
same as he does in the United States on transfer of station. 

Mr. Rooney. He gets an allowance for packing and crating also; 
does he not ? 

Mr. Lawton. Yes, sir. 

Mr. Rooney. Sometimes that runs into a couple of thousand dollars; 
does it not ? 

Mr. Lawron. I do not think it would run that high for the average 
civilian. 

Mr. Rooney. And he gets excess weight on his airplane trip, gen- 
erally speaking; does he not ? 

Mr. Lawton. I do not know. 

Mr. Roonry. Does he not also receive a certain amount for non- 
accompanying baggage which goes in a later flight, or by some other 
means ? 

Mr. Lawton. We do not have those rules under our jurisdiction. 
None of our employees are located abroad and, so, I am not familiar 
with that. 


Mr. Rooney. And, depending upon where he is located, he may. 


get as much as a 25 percent differential for what is designated a hard- 
ship post ? 

Mr. Lawrton. Yes, sir. 

Mr. Rooney. And he also gets an entertainment allowance ? 

Mr. Jensen. Of course, all of them do not get that. You are 
talking about the diplomatic corps, I presume ? 

Mr. Roonry. That is right, but there are very few areas in which 
they do not. The Department of Agriculture people do, the De- 
partment of Commerce people do, and most of them do. 


CIVIL ‘SERVICE EMPLOYEES OVERSEAS 


Mr. Jensen. How many Federal employees of the United States 
are now employed abroad? Will you please furnish that informa- 
tion for the record ? 

Mr. Lawton. You mean outside the continental United States ? 

Mr. Jensen. That is right. 

Mr. Lawton. All of the foreign countries ? 

Mr. Jensen. Outside the continental United States excluding the 
Territories. 

Mr. Lawton. Excluding the Territories ? 
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Mr. JensEN. Yes, and while you are at it, you might just as well 
put in the record the number of people employ ed in our Territories. 

Mr. Lawton. Well, I can give you 

Mr. JENSEN. Give us a pretty complete picture of it. 

Mr. Lawton. I can give you a figure for December 31, 1958: There 
was a total, worldw ide, as I said, “of 2,366,000; 2,170, 000 are in the 
continental United States, and 68,000 are in the Territories and 
possessions, and 128,000 in ‘foreign countries. 

Mr. Jensen. How does that compare with 5 years ago? 

Mr. Lawton. I would have to get that comparison. I can get 
that for you and put it in the record. 

Mr. Jensen. I wish you would, and if there are any other data 
which you think would be of value as public information, and as in- 
formation for the Congress, please include it. 

Mr. Lawron. Yes, sir. 

Mr. Jensen. I would like to have a word picture of this entire 
Federal employment matter here and abroad. 

It is important business, and it is costly. 

Mr. Lawton. Yes, sir. 

(The information requested may be found on page 494.) 

Mr. JENSEN. I note where we are now spending in the neighbor- 
hood of $1 billion a month for Federal employment. 

Mr. Lawton. Yes, sir. 

Mr. Jensen. We are spending a billion dollars a month to be gov- 
erned from Washington. That is centralized government in the nth 
degree in my book. 

Mr. Rooney. Of course, this commission does not put them on the 
payroll. 

Mr. Jensen. I realize that. 

Mr. Rooney. Congress puts them on the payroll. 

Mr. JenseN. But they can give us the information and that is what 
I want. Sure, they are not ré sponsible for these employees, except 
to the degree that they ask the Congress to appropriate for the em- 
ployees under their Commission. 

Mr. Jonas. Will the gentleman yield ? 

Mr. JENSEN. Yes, sir. 

Mr. Jonas. Would you have them divide that out and show what 
the average salary per employee is? I would like to have that in the 
record. 

Mr. Lawton. Yes, sir. 

Mr. THomas. Mr. Bow, do you have any questions? 

Mr. Bow. Mr. Chairman, I think that when they make up this 
chart of the number of employees each year, it would be interesting 
to show also on that chart the pay raises passed by the Congress to- 
gether with the public law which created them, and the date that they 
became effective. 

Mr. Lawton. Yes, sir. 

Mr. Tuomas. That is good. 

(The following information was supplied subsequently :) 





Federal worldwide civilian employment is now 191,530 below the total in 
June 1953. Of this decrease, 132,500 occurred in the continental United States, 
10,247 in Territories and possessions, and 48,783 in foreign countries. This latter 
change reflects a sizeable decrease in the employment of foreign nationals. 
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Americans serving in foreign countries have increased 6,217 since June 1954 
The actual numbers of employees are shown on the following table: 


Federal civilian employment June 1951, June 1958, and January 1959 


j ] «| i 


‘ ; | ; Foreign countries 
Continental) Territories 


Month and year All areas United and pos- ] 
States sessions, Total U.S. 
| total citizens 
June 1951... _. Someta neeetdiate~ 2, 482, 666 2, 309, 073 84, 460 89, 133 (1) 
June 1952__- 2, 600, 612 2, 415, 628 &3, 390 101, 594 | 
June 1953 : es : 2, 558, 416 2, 303, 026 78, O28 2 177. 362 (1) 
June 1954.........--- . adobe 2, 407,676 | 2,163, 518 73, 193 170, 965 20, 305 
June 1955. . # 2, 397,309 | 2,183,095 73, 804 140, 410 32, 493 
June 1956... “ > 2, 398, 736 2, 193, 189 72, 622 132, 925 33, 630 
June 1957 2, 417, 565 2, 212, 707 71, O58 133, 800 34, 2A9 
June 1958. oe . 2, 382, 491 2, 184, O19 69, 646 128, 826 33, 177 
Decem? er 1958 3_ nae : 2, 366, 886 2, 170, 526 67, 781 128, 579 33, 522 





' Not available 

2 Includes foreign nationals working for Department of Defense in Korea and Okinawa not previously 
reported 

? Excludes temporary Christmas help of the Post Office Department 


The median salary rates for full-time employees are also shown for the same 
dates where available. This is the rate earned by the middle employee in the 
salary distribution. You will note that the numbers of Americans in foreign 
countries and their salary rates are shown separately. Because of the large num- 
bers of foreign nationals employed at native rates of pay, the average for all 
employees is quite low. For Americans overseas the average is higher than 
in this country because less important positions are filled locally at less cost 
to the Government. 


Wedian salaries of full-time Federal employees, 1951-1958 


Continental United Foreign countries 
All areas, State lerritories 
Month and year all em- ind posses 
ployees s1ONS, al 
All em- General employee All em- Citizens 
ployees schedule ployes 
June 1951 (") $3, 182 $3, 13% ) 
June 1952 $3, 535 3, 570 3, 535 $3, 255 $1. 357 
June 1953 3 680 3, 744 3, 53 3 1, 409 $4, 472 
June 1954 3, 850 3, OL 3, 65 { ! 4.70 
June 1955 4, 035 4,102 3, 925 685 1 ) 5, (2! 
June 1956 4, 202 i. 3, 940 3, 4 1, , 105 
June 1957 4, 368 4,41 4.075 3 9 1. 3K 440 
June 1958 4, 790 193 4, 64 4,32 1, 326 6, 115 


Not available 
2No 


cause 0 


lirect comparison should be made between 1954 and 1955 f ] piovet n fore countries be- 


( ind or all em] 
f a change in reporting of foreign nationals by the Department of Defens« 


Ge neral p Ly incre ses, 1945] 19458 





Classification Act of 1949 Postal Field Service Compensation Act 
Effective onth es a 
and year A veragt A verage 

Law percent Law percent 

nereese increase 

June 1951 buble *ublic Law 201, 82d Cong 10.0 | Publie Law 204, 82d Cong 14.1 
March 1955__..- Public Law 94, 84th Cong 7.5 Public Law 68, 4th Cong 8.4 
January 1958..._... Public Law 462, 85th Cong 10.1 | Publi Law 426, 462, 85th 10. 27 
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Mr. Tuomas. Is there anything else, Mr. Bow ? 

Thank you. It is nice always to see our friends from the Civil 
Service Commission. 

Madam Chairman, you make a fine chairman. 

Mrs. GunpEeRSON. Well, thank you, sir. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


Monpay, Marcu 2, 1959 


DEPARTMENT OF HEALTH, EDUCATION AND 
WELFARE 


WITNESSES 
HON. ARTHUR S. FLEMMING, SECRETARY OF HEALTH, EDUCATION, 
AND WELFARE 
MISS BERTHA S. ADKINS, UNDER SECRETARY 
JAMES F. KELLY, DEPARTMENT BUDGET OFFICER 


Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have with us this morning representatives from the Department 
of Health, Education and Welfare, who are many of our old friends. 

We are delighted to have with us Dr. Flemming, the Secretary of 
the Department. He is a distinguished gentleman in his own right, 
and is well and favorably known around here, and has been so known 
for years and years and years. 

Mr. Bow. You might point out also, Mr. Chairman, that he is a 
distinguished Ohioan. 

Mr. Tuomas. That certainly is going to add to it. 

Do we have Miss Adkins with us ¢ 

Mr. Ftemmina. She will be here this afternoon. 

Mr. Tuomas. We are delighted to have with us also Mr. Kelly, 
who is the Department budget officer, and an oldtimer who is well 
and favorably known around here. 

Dr. Flemming, do you have a statement for us, please ? 


GENERAL STATEMENT 


Mr. FtemMina. Just a brief opening statement, Mr. Chairman. 

Mr. Chairman and gentlemen of the committee, I appreciate this 
opportunity to appear before you today to explain the need for the 
supplemental budget estimate which the President has submitted for 
our Department for fiscal year 1959. The 12 supplemental estimates 
included in this request seek appropriations totaling $251.2 million 
in addition to the $2.970 billion which has already been appropriated 
for fiscal year 1959. The request further seeks authority to obtain 
$35.8 million from the old-age and survivors insurance trust fund. 

With two exceptions the funds requested in this supplemental ap- 
propriation relate to legislation enacted during the closing days of 
the last session of the Congress. One of the exceptions relates to a 
request for an appropriation of $1.5 million to remain available 


37458—59——32 
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through June 30, 1960, to provide funds under the Children’s Bureay 
programs for congenital heart surgery. New techniques of treatment 
which have been developed in recent years offer hope of relieving 89 
percent of the 50,000 children born each year with crippling mal. 
formations of the heart. We have received urgent pleas, from the 
State and regional heart centers which are supported in this work, 
for additional funds. Funds have been exhausted for this purpose 
and there remains a sizable number of children whose lives can be 
saved by these modern lifesaving, surgical techniques provided the 
surgery is performed in time. I strongly urge that action be taken to 
make these funds available. 

The other item not related to new legislation is a request for $1.9 
million for the construction of the general medical and surgical hos- 
pital and staff quarters at Sells, Ariz., to serve the beneficiaries of 
the Indian health program. The Congress has heretofore author- 
ized the construction of this hospital, but because of the difficulty of 
locating an adequate water supply in Sells, construction has been 
deferred. Because of a general underestimate of construction cost 
for the whole Indian health hospital construction program, funds 
were reprogramed, with the approval of Congress, to those projects 
in a position to proceed. An adequate water supply has now been 
located. Plans and specifications are nearing completion and we are 
in a position to proceed with the construction of this urgently needed 
hospital as soon as funds are made available. 

The other funds relate to legislation enacted in the closing days of 
the last session of Congress including the 1958 amendments to the 
Social Security Act, the Defense Education Act of 1958, the food 
additives amendment to the Food, Drug, and Cosmetic Act, and legis- 
jation authorizing grants to schools of public health, and the White 
House Conference on Aging. 

As a result of the 1958 amendments to the Social Security Act, 
funds for grants to States for public assistance in the amount of 
$168.400,000 are required. Also authority is requested to obtain from 
the old-age, survivors, and disability insurance trust fund the amount 
cf $24,316,000 to cover the increased workloads of the Bureau of 
Old-Age and Survivors Insurance resulting from this legislation 
together with the funds for the construction of an addition to the 
facility now under construction for this purpose outside of Balti- 
more. An additional $11,295,000 is required to meet increased civilian 
pay costs authorized last summer. 

elated to the increased workload of the Burean of Old-Age and 
Survivors Insurance, authority is sought to obtain $214,000 of the old- 
age, survivors, and disability insurance trust fund to service this 
Bureau from the Office of the General Counsel and the Office of Field 
Administration which performs administrative supporting services to 

the Burean of Old-Age and Survivors Insurance through our nine 
regional offices. $100,000 of this amount is needed for increased pay 
costs. 

In addition, increased appropriations are requested for the Office of 
the General Counsel to enable this organization to provide additional 
legal services related to activities performed under the food additives 
amendment. 

As a result of the passage of the National Defense Education Act, 
funds in the amount of $76,367,000 are requested. Congress hereto- 
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fore made available $40,750,000 in order to launch the program with 
the understanding that they would entertain a supplemental when 
the Congress reconvened. This legislative enactment which recognizes 
the Federal interest in strengthening our educational system and en- 
hancing educational opportunities for talented students in order to 
insure = availability of trained manpower to meet the defense needs 
of the Nation has gotten underway in a very significant manner. 
However, the sever: al important programs inc orporated in this legis- 
lation cannot be successfully and fully carried out as envisioned. by 
the legislation without the additional funds herein requested. 

$75,300,000 of the funds requested would be used to augment the 
authorized programs. $550,000 would be needed for the additional 
staff to administer the enlarged programs, and $517,000 will be needed 
for increased pay costs. 

As a result of the food additives amendment to the Food, Drug, 
and Cosmetic Act, funds in the amount of $1,150,000 are requested 
for the Food and Drug Administration. Of this, $378,000 relates to 
this enactment and the accompanying requests are lenaws in the amount 
of $772,000 for the recently enacted Federal pay legislation. 

To carry out the legislation authorizing grants to schools of public 

health, $500,000 is requested. $300,000 for higher civilian pay costs 
related to this appropriation, “Assistance to States general,” are also 
requested. 

Funds in the amount of $846,000 are requested in order to under- 
take the program authorized by the Congress to conduct a White 
House Conference on Aging. Congress did make available $100,000 
to initiate work for preparation of this Conference. This request is 
to extend that work and to make available the authorized grants to 
States in order that the States and communities might do the prelim- 
inary work and hold State and local conferences in advance of the 
White House Conference. 

I should like to call the committee’s attention to the fact that certain 
of the appropriations herein requested are currently apportioned on 
a deficiency basis in accordance with the antideficiency statute in 
recognition of the mandatory nature of the workload imposed by the 
legislation. Deficiency apportionments have been authorized for 
grants to States for public assistance, the Bureau of Old-Age and 
Survivors Insurance and the related activities of the Office of the 
General Counsel and the Office of Field Administration, and the Food 
and Drug Administration for food additives activity as well as related 
services performed by the Office of the General Counsel. 

Mr. Chairman and members of the committee, I am accompanied 
by the operating officials responsible for carrying out each of these 
programs and, if it is the committee’s desire, these operating officials 
ean explain to you in somewhat more detail the need for each of the 
appropriations requested. 

I will be happy to answer any questions which the committee may 
wish to ask. 

Mr. Tuomas. This country has been sound asleep for 25 years on 
this question of aging, geriatrics, and so forth. We are all living to 
be 20 years older ‘than we were 50 years ago except the women, and 
they are living to be 22 years older. 

Mr. Fiemmrne. I certainly agree with you on. that. 
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Mr. Tomas. You have given us an excellent statement, short and to 


the point. 





Monpay, Marcu 2, 1959. 


SALARIES AND Expenses, Foop aNp Drug ADMINISTRATION 


WITNESSES 


JOHN L. HARVEY, DEPUTY COMMISSIONER 
JAMES B. CARDWELL, ASSISTANT EXECUTIVE OFFICER 
JAMES F. KELLY, DEPARTMENT BUDGET OFFICER 


Program and financing 


19°9 presen 


tly 


ivailable 


Program by activities 
1. Field inspections, investigations, and laboratory analy- 


ses $7, 167, 600 
2. Research and methodology 1, 709, 200 
3. Compliance, consultation, and education 521, 100 
4. Medical evaluation 573, 400 
5. Executive direction 600, 700 
6. 1959 program obligated in 1958 5, 813 
Supplemental required for pay increases 772, 000 
Total obligations 9, 794, 187 
Financing: 1959 appropriation available in 1958 581 
New obligational authority 9, 800, 000 
Object classification 
1959 presently 
available 
Total number of permanent positions ‘ 1, 251 
Full time equivalent of all other positions 6 
Average number of all employees 1,191 
Number of employees at end of year 1, 228 
01 Personal services 
Permanent positions $7, 782, 600 
Positions other than permanent. 38, 000 
Other personal services 50. 000 
Total personal services 7, 870, 600 
02 Travel 436, 500 
03 Trarsportation of things 84, 800 
04 Communication services 113, 700 
05 Rents and utility services 1. 800 
06 Printing and reproduction. - 59, 700 
07 Other contractual services 181, 900 
Services performed by other agencies 54, 000 
08 Supplies and materials 309, 100 
Samples. . 114, 400 
0) Equipment 838, 500 
ll Grants, subsidies, and contributions: Contribution to 
Civil Service Retirement Fund 501, 800 
13 Refunds, awards, and indemnities 3, 000 
15 Taxes and assessments 2, 200 
Program obligated in 1958 5&1 
Supplemental required for pay increases 772, 000 
Total obligations . : . 9, 794, 187 
rr = g ; 
Mr. Tuomas. We will start now with the 


Administration. 


19°9 revised | 19 
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$7, 265, 900 
1, 945, 800 
548, 600 
573, 400 
616, 300 

5, 813 


944, 187 


, S13 


10, 950, 000 


19°9 revised 1¢ 
estimate 


1,312 
H 
1, 225 


1, 288 


$8, 002, 300 
35. O00) 
50. 000 


3, UYO, 300 
449, 500 
85, 800 
115, 700 

1, 800 
60, 600 
184, 500 
87, 000 
$22, 100 
118, 400 


“4 tH) 
5, SOO 
3, 000 


813 


10, 944, 187 


Food and 


¥ increase 





+15, 600 


+772, 000 
1, 150, 000 


1, 150, 000 


9 increase 


+61 


+34 
+60 


+219, 700 


0, 700 
3, 000 
1, 000 
+2. 000 
+900 
+2 600 
33. 000 
+13, 000 
+4, 000 
+74, 800 


+14, 000 


+-772, 000 


+-1, 150, 000 


Drug 


We have with us Mr. John L. Harvey, Deputy Commissioner of the 


Food and Drug Administration. 
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We are delighted to have you here. Do you have a short statement 
you want to give us? 
GENERAL STATEMENT 


Mr. Harvey. Yes: I have a statement which I would like to file 
for the record. I also have a brief summary which I would like to 
read, If I may. 

(The statement referred to follows :) 


Mr. Chairman and members of the committee; the supplemental appropria- 
tion estimate which we are considering today consists of two requests. The first 
calls for $772,000 to cover additional costs related to the Federal Employees 
Salary Increase Act of 1958. The second requests $378,000 to finance initial im- 
plementation of the food additives amendment ot the Federal Food, Drug, and 
Cosmetic Act. soth items relate to legislation enacted during the closing days 
of the 85th Congress, following completion of regular appropriation action for 
the current year. 


EFFECTS OF THE FOOD ADDITIVES AMENDMENT 


At this time, Mr. Chairman, it might be in order to say a few words about 
the work of the Food and Drug Administration, particularly as it relates to 
the new food additives law. As you know, the Food and Drug Administration 
is responsible for the protection of consumers against harmful, insanitary or 
misbranded foods, drugs, cosmetics, and therapeutic devices. 

The food additives amendment is a direct outgrowth of this responsibility. 
It deals specifically with protection against the improper use in foods of harm- 
ful additives. Recognizing that many additives which may be unsafe under 
some conditions may, under proper conditions, be used with safety and to the 
ultimate benefit of the consumer and industry, the law attempts to assure all 
Americans that the additives they consume are safe. 

To achieve this objective, the law requires that additives must be tested for 
safety before they are put on the market, and that specific tolerances and con- 
ditions of use then be adhered to by producers and users. 

The law places basic responsibility for initial testing in the hands of industry. 
Once a manufacturer has tested an additive through pharmacological and other 
toxicity testing procedures and has found the additive to be, in his judgment, 
safe for human or animal consumption under the proposed conditions of usage, 
he may petition the Secretary of Health, Education, and Welfare for an order 
permitting its use; in effect a tolerance. 

The petition must include all facts regarding the additive—the results of the 
tests, how the additive is to be used, in what foods and in what amounts. It 
is then the duty of the Food and Drug Administration to review and evaluate 
these findings and to arrive at a final determination as to the safety of the 
additive. Thus, the new law places a heavy and important responsibility 
squarely upon the shoulders of the Food and Drug Administration. 

In addition to the review and evaluation of petitions from industry, there are 
two other important aspects of the new law which directly affect the FDA. 
The first of these is the requirement that we issue formal regulations estab- 
lishing tolerances for the safe use of additives. The second, and extremely im- 
portant, is the requirement that FDA be responsible for the enforcement of these 
regulations. This will involve followup through periodic factory inspections in 
order to determine that approved additives are being used according to the 
conditions prescribed by their tolerances. In this same connection, we must also 
be certain that additives which have not been cleared are not being used in 
foods. 

These three basic requirements of the amendment represent new responsi- 
bilities for FDA—responsibilities which require immediate action. I should now 
like to review our plans for implementing the new law during the current year. 


REVIEW AND EVALUATION OF PETITIONS 


Of the total of $378,000 and 61 new jobs requested for 1959, 34 positions and 
$236,600 relate to scientific and scientific supporting positions—chemists, phar- 
q ’ PI £1 Pp 
macolo:zists, bacteriologists, and laboratory technicians. These positions are re- 
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quested to work primarily on the review and evaluation of petitions submitteg 
by industry. 

We know from experience with the new drug and pesticide tolerance pro. 
visions of the basic food and drug law, that the task of evaluating evidence 
submitted by industry is not merely a question of routine administrative pro- 
cedure. To the contrary, it is a process which requires competent scientific 
evaluation of data dealing with the complex problem of toxicity. This becomes 
evident when we consider some of the basic questions which must be resolved 
prior to the approval of a petition. For example: 

Were the industry tests conducted according to accepted scientific methods 
and techniques? Does the pharmacological and toxicity data provide ade 
quate evidence of safety? 

Does the proposed tolerance represent the minimum required to achieve 
the intended effect? 

What are the immediate and acute effects of the additive when con- 
sumed? What are the more subtle cumulative effects when the additive 
is consumed in small quantities for years in a lifetime? 

What proportion of the total diet is made up of foods which will contain 
the additive? Is the effect of the additive altered when consumed in com- 
bination with other additives and foods? 

Is there an adequate and practicable procedure for detecting the additive 
once it has gone into a food? 

Is it a carcinogen? If so, none—not even a safe amount—may be used. 

The answers to many of these questions can be obtained only by means of 
laboratory tests. Therefore, the supplemental request includes funds to equip 
the new scientific positions with basic laboratory equipment for work at the 
bench, as well as funds for special items of modern laboratory apparatus which 


we do not have in sufficient supply. Of the total request, $58,500 is designated 
for scientific equipment. 


REGULATION MAKING UNDER THE NEW LAW 


In accordance with the regulatory provisions of the amendment, we have 
already drafted procedural and interpretive regulations establishing the require- 
ments of industry in complying with the amendment and the procedure to be 
followed by FDA in processing petitions. These regulations have been pub- 
lished in the Federal Register as proposals inviting review and comment by 
interested parties. Final regulations are expected to be issued early in March 
1959. 

The establishment of tolerances is a regulation-making process. Tolerances 
can be established only by means of a formal regulation to be published as a 
matter of public record. 

The 1959 supplemental request provides for 12 technical, 
clerical positiuns at a cost of $43,100. 

These new employees are needed as a direct result of the additional workload 
produced by the amendment. Their responsibilities will include: 

Coordinating and supervising all regulatory procedures and activities 
related to the program. 

Assisting industry to interpret the specific requirements of the law. 

Processing formal petitions. 

Formulating and publishing regulations, including those 
specific tolerances. 

We are already experiencing a mounting workload in the form of inquiries 
from industry. Since enactment of the amendment last September, we have re- 
ceived over 500 inquiries concerning over 350 different uses of additives. We 
have also received 18 formal petitions and anticipate that this number will reach 
40 or 50 by the end of the fiscal year. 


administrative, and 


establishing 


ENFORCEMENT ACTION 


As mentioned earlier, vigilant enforcement action through periodic factory 
inspections is an essential part of the administration of the amendment. The 
supplemental request includes 16 positions and $98,300 for additional food and 
drug inspectors to be assigned immediately to food additives work. 

During the early stages of the law’s enforcement it will be necessary that 
we add to our basic knowledge of food additives—who is using them, in what 
foods, and for how long. This will be done by increasing the time being spent 
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in the inspection of food manufacturing plants. We plan to give particular at- 
tention to those additives which were in use prior to January 1, 1958. Under 
the amendment, such additives are exempt from the tolerance provision of the 
act for a period of 18 months. This period was allowed in order to provide 
the users of these additives enough time in which to test them for safety. Data 
collected by inspectors will aid us in appraising them. 


INCREASED PAY COSTS 

As mentioned, the supplemental includes $772,000 to cover increased pay 
costs under the Federal Employees Salary Increase Act of 1958. We should note 
that, when computed on the basis of employment authorized for the current 
year, these costs aggregate to about $823,000. Of this amount, $51,000 is being 
absorbed through administrative action thereby reducing the net request to 
772,000. 

" shall be glad to try to answer any questions which the committee may wish 
to ask. 

I would like to say that Commissioner Larrick is ill, otherwise he 
would be here. 

Mr. Tuomas. We wish him a speedy recovery. 

Mr. Harvey. The Food and Drug Administration supplemental 
estimate covers two items: $772,000 related to additional pay costs 
authorized by the Federal Employees Salary Increase Act of 1958, 
and $378,000 to finance the food additives amendment to the Federal 
Food, Drug, and Cosmetic Act. 

I would like to point out that this amendment was passed during 
the closing days of the last Congress too late to permit appropriation 
action for the current year. I should like to emphasize also that this 
program is currently being financed on a deficiency apportionment 
basis. The Congress, I believe, was notified of this action last October. 

The Secretary has given you a brief explanation of what the new 
law requires. I should like if I may to run down the elements of 
increase included in the supplemental. 

The $378,000 for implementation of the food additives amendment 
provides 61 additional positions including scientific positions (chem- 
ists, pharmacologists, bacteriologists), laboratory personnel, and some 
additional inspectional staff to ‘be placed in the food and drug dis- 
trict offices to work on initial enforcement of the law. 

We know from past experience with other provisions of our law 
requiring the establishment of safety tolerances that the task of 
evaluating scientific evidence submitted by industry is not merely a 
question of routine administrative procedure. To the contrary, it is 
a process which requires competent scientific evaluation of data deal- 
ing with the complex problem of toxicity. The scientific positions 
requested in this supplemental are essential if we are to meet our 
obligations under this new law. 

The supplemental provides a limited amount of money, $58,500, 
for special scientific equipment required to administer this new 
amendment. 

The supplemental will also provide some technical and clerical 
positions to work on the development of regulations and general 
coordination of food additives work. We are already experiencing 
a mounting workload in the form of both petitions and inquiries from 
industry. Since enactment of the amendment last summer, we have 
received over 500 inquiries concerning some 350 different uses of addi- 
tives. Almost all of these require negotiations with industry. We 
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have received 15 formal petitions and anticipate this number to reach 
40 to 50 by the end of the current fiscal year. 

[ cannot emphasize too strongly the need for adequate and sound 
administration of this new law. 

I shall be glad to answer any questions which the committee may 
wish to ask. : 

Mr. THomas. That was a very nice statement. 

You are speaking here of an appropriation of $1,150,000 as a 
deficiency. 

You say, “An additional amount of $772,000 is needed to provide 
for pay increase costs authorized by Public Law 85-462. Also, 
$378,000 for 61 additional positions needed as a result of the Food 
Additives Amendment of 1958.” 


JUSTIFICATION OF THE ESTIMATE 


We will insert pages 1, 2, 15, and 16 of the justifications at this 
point. 
(The pages referred to follow :) 


Salaries and expenses, Food and Drug Administration 


Request________ beater eoset se. gees thy! stn ces aaeeed wie eee $1, 150, 000 
UAROUTIBTION G0. CBG a ioc aie eric secsrietiili callie iatis ._...--. $9, 800, 000 
Obligations to December 31, 195S8________-_-______ i anim | Gey DED, ADI 
Employment : 
Average number current appropriation 1, 191 
Number involved this estimate________- Y asi tt ie 61 


Actual employment December 31, 1958 seine wiley papi Ey et 1, 215 


PURPOSE AND NEED FOR ADDITIONAL FUNDS 


An additional amount of $772,000 is needed to provide for pay increase costs 
authorized by Public Law 85-462. Also, $378,000 for 61 additional positions 
needed as a result of the food additives amendment of 1958. 


SALARIES AND EXPENSES 


For an additional amount for “Salaries and expenses,” $1,150,000. 

This proposed supplemental appropriation includes $378,000 for activities 
made necessary by the enactment of Public Law 85-929, approved September 6, 
1958, which amends the Federal Food, Drug, and Cosmetic Act to prohibit the 
use in foods of additives which have not been adequately tested to establish their 
safety. The remaining $772,000 is for increased pay costs authorized under 
Public Law 85-462. 

On October 7, 1958, this appropriation was reapportioned, pursuant to section 
3679 of the Revised Statutes, as amended (31 U.S.C. 665), on a basis which 
indicated a necessity for a supplemental estimate. This action was reported 
to the Congress by the Director of the Bureau of the Budget on that date. 

09 Equipment.—An increase of $74,800 is proposed for equipment as follows: 


Laboratory equipment ($1,100 per scientific position plus $665 per em 
ployee for laboratory aides, etc.) : ’ wee. mies 
Desks, chairs, and related items: Furniture, ete., for 3 food and drug 
officer positions ($500 each) ____- ; ; : : 1, 500 
Desks, chairs, typewriters, filing equipment, etc., for all other em- 


$36, 500 


ployees____- es a a sad y Med 14, 800 
Special scientific equipment : 22, 000 
ited wis ss , 28 a CUS es Ser eT sh ges be prs t «| oes 74, 800 


Special scientific equipment will be needed immediately to conduct the special 
analyses required. Two specific items which are not included in the regular 1959 
budget are included in this supplemental request : One ultraviolet spectrophotom- 
eter and one infrared spectrophotometer. 

11 Contributions to the retirement fund.—An increase of $14,000 is requested 
to cover contributions to the retirement fund. 
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“No 


Increased pay and related costs, $772,000 

Two provisions of Public Law 85-462, Federal Employees Salary Increase Act 
of 1958, affect pay costs for FDA personnel. 

Sec. 2. Authorizing general pay increase for all classified positions. 

Sec. 12. Authorizing additional exempt positions among certain scarce profes- 
sional scientific skills. 

In summary, total costs related to the two provisions are as follows: 
General raise, classified employees_____.-----------~-- Ss cceduieeite es Seoetigemaam $812, 900 
Cost of converting 4 scientific positions to rates equal to or in excess 

of $17,500 (exempt positions) as authorized by the Civil Service Com- 


mission under sec. 12, Public Law 85-462__-__---~- Lika tact tie 10, 000 


Gross supplemental appropriation request_____._-----------------~--- 822, 900 


Less absorption through administrative action_—__- ahaa siesta toa ednkeiake 50, 900 


Net supplemental appropriation required, 1959_.....-...------ 772, 000 
CHEMICAL MANUFACTURERS 


Mr. Tuomas. We will insert the table on page 8 of the justifica- 
tions, giving a breakdown of the chemical manufacturers by classes 
of manufacture. 

(The table referred to follows:) 


Chemical manufacturers.—The last census of manufacturers lists a total of 
11,075 establishments developing and producing chemicals and allied products. 
This major group includes establishments producing basic chemicals, and estab- 
lishments manufacturing products by predominantly chemical processes. 

Of the 11,075 chemical manufacturing establishments, the following are con- 
sidered to be the ones most likely to manufacture chemicals and other materials 
for use in foods, containers, and other products subject to the act. 

Number of 


Classes of manufacture: establishments 


Inorganic chemicals_____- syui5blbs wise wv tke 518 
Organic chemicals seigieatini 772 
Gums and wood products__- . sli sep on Sig 117 
Vegetable and animal oils ; eae 1, 013 
Chemical products, not classified JL 4, O70 

7 ekal ....... : iter bis) Sp wit ree 


' On the basis of Census data and information obtained from the Manufacturing 
Chemists Association, we estimate that there may be as many as 2,500 chemical 
manufacturing firms (not establishments) representing potential petitioners. 


FOOD FIRMS SUBJECT TO INSPECTION 


Mr. Tuomas. Do you have a breakdown table of the food proe- 
essors? You have 6,490 chemical manufacturers and 73,000 in food 
manufacturing. You might break your 73,000 figure down in a table 
as you did for your 6,490. . 

(The information requested follows:) 
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Food firms subject to inspection by product 





Hetimates 
numober o 
Product: e in United ene 
NO AN i chile th sala insedantlanaliieiaetinelinmglncscnigmemenineetmncsictielieeih 6, 801 
IO ARI I a a ees 12, 961 
eatin ct ciecieinesenanicnittemsnviointil biliinate ieee 1, 495 
a i ditch chert ick dvendechtidinhtp vere entire eoetinmeieatiormapemenen 8, 907 
I 3, 569 
ek eierenata tata nite rare ante cortibtiangiacas ahenein sites erereicinadpemoneeapnatncgeeniooinnlectcaois 1, 942 
sc cat nel nde sinhtesnensuesciwesen stip haasnins pursienooesipeaiiionbamaaentaicab aie 1, 450 
En, ocr ROR OCS er essa badeomnaites 2, 589 
TI clades disoascdeemnensitnlateamaessaetilattg Seapeeorendintvasexocumesterereteéexelassc-evnies sinebaneedagstdl 2, 602 
sh cnscisncnmmigeaidvinminngasuee 290 
ee lacs cbse pete BPA 2, 5038 
Pau, MCuOen Gnd mained products. 2, 692 
ne NOS Ca ee eS 1, 827 
Nee eee eee eee eke a emerncrat etek mle 2, 227 
sis pd satin deine Wiese oda bab aain 4, 078 
eMC SEEDER, Ui a en einen 1, 688 
I Cn scenesencnicmesions so eliaianparanieiaiag aah 1, 054 
Ne mm he 660 
Benn ER URI OCT - 3,351 
LS sae best galt deo silage LS Ee Lh eli a ee te DY 7 
need storage and warenouting............................. Cileavicndlaninipitthc 8, 255 
SU nC et il el 782 
ilar ae mabiel 752 
Neen ee cc ee ete 73, 162 


Mr. Tomas. When was the act passed ? 

Mr. Harvey. September 6, 1958. 

Mr. THomas. You might give us a little résumé of the act and why 
you are seeking a supplemental. Where did you get the money to start 
the act when you had no direct appropriation for it ? 

Mr. Harvey. The act became effective in certain respects with the 
passage of the bill. 

Mr. Tuomas. In certain respects? In all respects. 

Mr. Harvey. There was a lead date until March 6. 

Mr. Tuomas. It set up the terms when it was passed. When did 
you get the funds to start operating ? 

Mr. Ketiy. If I may answer, the act was passed too late for a sup- 
plemental appropriation, and it was carried on by the Food and Drug 
Administration under the same salary and expense account that covers 
the regular activities. 

Mr. Tuomas. Did the act specifically allow that ? 

Mr. Kerry. The new law represents an amendment to the Food, 
Drug, and Cosmetic Act, which is administered by the salaries and 
expenses appropriation account. 

Mr. Tuomas. So your action in getting started was with funds ap- 
propriated for another purpose. Was that legal in every respect? 

Mr. Ketty. I certainly think it was, sir. 

Mr. Tuomas. There is a little close question there, is there not? 

Mr. Ketty. I hope not. 

Mr. Tuomas. You did not stretch it just a little bit ? 

Mr. Ketry. I do not think so. 

Mr. Tromas. By virtue of the fact that it was an amendment to 
an existing act you think that that gave you authority to take the 
funds that were appropriated for a specific purpose and use them for 
this purpose ? 
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Mr. Kexty. I do, sir, because the entire Food and Drug Adminis- 
tration is operated under one salaries and expenses appropriation. 


NEW LEGISLATION 


Mr. Tuomas. You are looking for $378,000 to finance the initial 
implementation of the food additive amendment for the Federal 
Food, Drug, and Cosmetic Act? How much have you spent already 
under the new amendment to the Food and Drug Act? Before you 
do that, tell us what. this new legislation does. I listened to an argu- 
ment in the Rules Committee and it was quite controversial. There 
was a little opposition on the floor. 

Mr. Harvey. Basically, it requires that all food additives, sub- 
stances added to food which may not be safe, be pretested by the pro- 
ponent and that all of the pretesting data be submitted to the Food 
and Drug Administration. The Food and Drug Administration 
must authorize its use under restricted conditions, before it can be 
used at all. 

Mr. Tuomas. In other words, they have to get that clearance from 
Food and Drug before they can use it ? 

Mr. Harvey. Yes. 

Mr. Tuomas. What is the penalty if they do not? 

Mr. Harvey. The usual penalties under the act. It would be a 
violation of the law to distribute it in interstate commerce. 

Mr. Tomas. What are the usual penalties ? 

Mr. Harvey. Fines and imprisonment, $1,000 fine or 1 year in 
prison; or 1 year in prison for the first offense and additional penal- 
ties up to 3 years in prison and a $10,000 fine. 


OBLIGATIONS 


Mr. Tuomas. You are seeking $378,000 to carry this out for the 
fiscal year 1959. How much of the funds heretofore appropriated to 
the Food and Drug Administration have you used, which my distin- 
guished friend, Mr. Kelly, says it was perfectly legal to use. 

Mr. Carpwetu. As of January 31 we had obligated $105,671. 


NEW PERSONNEL REQUESTED 


Mr. THomas. How many jobs do you have set up for that? 

Mr. Carpwe... As of that date, 46 jobs. 

Mr. Tuomas. And you want 61 more given you, making a total 
of what ? 

Mr. Carpwetu. The 45 were employed against a request for 61. 
We employed 46 positions as of January 31. 

Mr. Tromas. You are seeking to make whole then the money you 
used in Food and Drug? 

Mr. Carpwe.u. That is right. 

Mr. Tuomas. Where are these people going to operate? How 
many of them will be in the field ? 

Mr. CarpwE.u. Sixteen will go in the field and the remainder in 
Washington. 

Mr. THomaS. How much do you have in here for equipment ? 

Mr. Carpwe.tt. The total equipment request is $74,800. 
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Mr. Tuomas. You want for field inspection, investigations, and 
laboratory analyses, $98,300; research and methodology, $236,600, 
What does that mean ? 

Mr. Carpweti. They are primarily the scientific laboratory 
workers. ; 

Mr. Tuomas. Compliance, consultation, and education, $27,500, and 
executive direction, $15,600, and supplemental required for pay in- 
creases, $772,000, making up your total of $1,150,000. 

You have 61 jobs shown here. 

Mr. Carpwe tt. Yes. 

Mr. Tromas. On the next green sheet you show $219,700 for per- 
manent positions. Will that t: ike care of the 61 jobs ? 

Mr. Ketty. Yes. 

Mr. Tuomas. Give us a breakdown by classifications, the number 
of scientists and what grades they are. 

Mr. Keizy. One medical officer, grade 15; one chemist, grade 14; 
one food and drug officer, grade 14; and one pharmacologist, grade 14, 

Mr. THomas. How many grade 13’s do you have / 

Mr. Keury. Five grade 13; 8 grade 12; 8 grade 11; 21 grade 9: 
2 grade 6; 6 grade 5; 3 grade 4; and 4 grade 2. 

Mr. Tromas. You have detailed more than 61 jobs here ? 

Mr. Ketty No, sir, that is 61. 

Mr. Tuomas. Out of your 61 total how many are above the grade 11? 

Mr. Keiiy. Sixteen, sir. 

Mr. Tuomas. And the remainder are what ? 

Mr. Ketiy. Grade 11 or below, and they include assistants to the 
professional people and the supporting st: aff in terms of laboratory 
workers, animal caretakers, and clerical and administrative jobs. 

Mr. Tuomas. Out of the 61, 16 are going to be in the District and 
the remainder in the field offices ? 

Mr. Carpwe:.. Sixteen in the field offices and the remainder in 
Washington. 

Mr. Troms. What will these pe ople do in Washington ? 

Mr. Carpweti. Of the number in Washington, 34 will be working 
in the laboratories and would carry out the requirements of reviewing 
and evaluating petitions. 

EQUIPMENT 


Mr. Tuomas. You have $74,800 set up for equipment. You have 
$17,000 required for supplies and materials. You have $13,000 for 
travel and $4,000 for sample collection. What equipment are you 
going to buy? 

Mr. Carpwetu. 50,000-odd dollars will be for special items of lab- 
oratory equipment required to conduct scientific evaluation of the 
petitions. 

Mr. Tuomas. Where does the equipment go? 

Mr. Carpweti. The equipment would be assigned to the Jabora- 
tories in Washington. 

Mr. Tuomas. Do you have any laboratories in the field, or are all 
of those laboratories here ? 

Mr. Carpwetit. We have laboratories in the field, but this budget 
does not contemplate any equipment for them. 
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FIELD OFFICES 


Mr. Tuomas. How many field offices do you have and where are 


they located ? 
Mr. CarpweELL. Seventeen at the moment located throughout the 


country. 
Mr. Tuomas. Put into the record at this point where they are lo- 


cated. 
(The information requested follows :) 


LOCATION OF Foop AND DRUG ADMINISTRATION DISTRICT OFFICES 


Atlanta, Ga. Los Angeles, Calif. 
Baltimore, Md. Minneapolis, Minn. 
Boston, Mass. New Orleans, La. 
Buffalo, N.Y. New York, N.Y. 
Chicago, Ill. Philadelphia, Pa. 
Cincinnati, Ohio St. Louis, Mo. 
Denver, Colo. San Francisco, Calif. 
Detroit, Mich. Seattle, Wash. 


Kansas City, Mo. 

Mr. Trromas. This $78,000 goes to the Washington laboratories? 

Mr. Carpwe.yu. E xcept for some equipment for inspectors who will 
be active in the field. There is some equipment related to their em- 
ployment. 

Mr. Tuomas. That is very indefinite. Tell us what equipment is in 
Washington and in the field. Will this be a supplement to the equip- 
ment you already have in both places, or is this new equipment ? 

Mr. Carnwet. All of the equipment is new equipment, sir. This 
50,000-odd dollars relates to special items of laboratory equipment. 
The remainder is related directly to employment—working tools for 
the employees themselves; desks, chairs, and so forth. 

Mr. Trromas. You have $220,000 in round figures here for employ- 
ment. You have $550,000 to support your employment. How much 
of that $550,000 is guesswork ? 

Mr. Keuty. May I correct that? The $270,000 is out of the $378,- 
000. The $220,000 is out of the $378,000 for carrying out the food 
additives amendment, and in addition, there is $772,000 related to the 
pay increases covering the entire Food and Drug Administration. 

Mr. Tuomas. I beg your pardon. The whole cost here is $378,000 
and your personnel cost is $220,000 in round figures, and the remainder 
is $150,000. How much of that $150,000 is guesswork? You have 
$75.009 in round figures here for equipment. 

Mr. Ketty. I think it is a fairly documented estimate. 

Mr. Carpwe.ui. We can furnish the committee with a list of equip- 
ment to be purchased. Some of it has been purchased. 


PAY ACT COSTS 


Mr. Tuomas. $772,000 is vour pay act increase money ? 

Mr. Carpwe tu, That is right. 

Mr. Tuomas. What was the total cost of your pay act in the Food 
and Drue Administration for the whole administration ? 

Mr. Carpwe.w. $837,900. 

Mr. Tuomas. Where is that set out ? 
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Mr. Carpwe.u. That is not set out in the material before the com- 
mittee. 

Mr. Tuomas. Are you sure that the $837,900 is your entire pay act? 

Mr. Carpwe.u. That includes all operations. ' 

Mr. Tuomas. In round figures you absorbed about $65,900. Where 
did that come from; from your other objects? 

Mr. Carpwett. No, sir. It will come primarily from a delay in 
filling authorized positions. ' 
_ Mr. Txomas. Have you absorbed any of that from your other ob- 
jects—your travel money—objects 01 through 013 ? 

Mr. Carpwe tt. As yet, no, sir. 

Mr. Tuomas. What do you intend to do? 

Mr. Carpwe tL. Our intentions are to absorb this by delaying the 
filling of authorized employment. 

Mr. THomas. What are your authorized positions? 

Mr. Carpwet.. 1,312. 

Mr. THomas. What vacancies do you have now? 

Mr. Carpwett. We have, as of the moment, 1,246 employees. 

Mr. Ketuy. The budget contemplated that the 1,312 positions would 
produve average employment of 1,225. 

Mr. Tuomas. And you have as of the moment 1,246. You are un- 
derstaffed here by about 60 people. 


UNEXPENDED BALANCE 


What about the other objects money? What is going to be your un- 
expended balance? What was the total appropriated for other 
objects ? 

Mr. Carpwetu. For the year? 

Mr. Tuomas. That is right—travel all the way through. 

Mr. Carpweti. About $2 million. 

Mr. THomas. What will be your unexpended balance on that $2 
million item ? 

Mr. Carpwet.. By the end of this year ? 

Mr. THomas. Yes. 

Mr. Carpwetu. Our plan is to obligate all that money, sir. 

Mr. Tuomas. You do not contemplate having any unexpended bal- 
ance ? 

Mr. Carpwetu. We should hope not. We had an unexpended bal- 
ance’ on June 30, 1958, against an appropriation of $9,300,000, of 
$40,000. 

Mr. Tuomas. Could you have at least $40,000 again this year? 

Mr. Carpwet-. It is possible, yes. 

Mr. Tuomas. It came from your other objects ? 

Mr. Carpwe... Yes. 

Mr. Keriy. Within the funds available for other objects this year 
there are funds for equipping two new laboratories—reequipping one 
and equipping one new one, so there is a large nonrecurring item 
which has been pretty carefully planned. We hope to obligate it this 
year so we will not carry over the need for those items of equipment 
next year. 
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ACTIVITY PRIOR TO RECENT AMENDMENTS TO BASIC LEGISLATION 


Mr. Jonas. How many people did you have working on food ad- 
ditives before this act went into effect? You have been doing this 
work for years. It did not just begin with the passage of this 1958 
act. 

Mr. Harvey. We have been enforcing the general terms of the law. 

Mr. Jonas. How many people have been working on this same 
general problem before the mandatory provisions were inserted in 
the 1958 act ? 

Mr. Harvey. I think we can get that figure for you. 

Mr. Jonas. You do not have it now ? 

Mr. Carpwe.tu. We do not have the figure. There is a distinction 
between the two requirements in law. Before the Congress passed 
the food additive amendment, the requirements of the law were much 
different than they are now. 

Mr. Jonas. You were doing some of the work you are now required 
to do before the passage of the act, were you not ? 

Mr. Harvey. From an enforcement point of view, but with regard 
to the pretests, the rulemaking involved in this, which is the bulk of 
the work being done under this deficiency, has not been done hereto- 
fore at all. 

Mr. Jonas. Then what do you mean on page 10 when you say, 
“The Food and Drug Administration has given special attention to 
the problem for years and has prohibited the use of numerous addi- 
tives.” 

Mr. Harvey. Under the enforcement provisions we have proceeded 
against toxic additives whenever we could establish, with adequate 
evidence, that they were harmful. We have done that in the past. 

Mr. Jonas. How many people have you had engaged in that 
activity ? 

Mr. Ketiy. Mav I make an insert in the record ? 

Mr. Tromas. What is your best guess? You are asking for 61. 
How many have you used before—14, 20, 302 You can straighten 
out the record later. 

Mr. Harvey. I would say 10, and I would like to straighten out 
the record. 

Mr. Jonas. Was the activity under the direction of the same of- 
ficials? Did you have an overhead organization ? 

Mr. Carpweti. There was no special activity for that work before. 
It was spread throughout the Food and Drug Administration. It 
involves inspectors working in the field and scientists working in the 
laboratories. 

Mr. Jonas. What I am trying to get at is whether you need to set 
up a brandnew, complete organization with complete staffing all the 
way down the line. or whether you cannot do this additional work by 
simply adding a few people to your regular organization. 

Mr. Harvey. The process of studying the applications, the filing 
and issuing of rules would be entirely new work. We have not had 
any facilities or law for that heretofore. Insofar as the process of 
sampling and examining the food samples is concerned, some of that 
has been done heretofore. We have suggested an increase of only one 
man in each field district in this deficiency to add to the field 
operation. 
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Mr. Jonas. I was not talking about the inspectors. I can under. 
stand how you would need them. Iam talking about the extra admin. 
istrative people in the central office here in Washington. 

Mr. Harvey. These are principally scientific people. 

Mr. Jonas. No. You are putting in three administrative positions 
in the central office, are you not? 

Mr. Harvey. That is right. 

Mr. Jonas. They are not scientific. They are the ones that I am 
referring to. 

Mr. Carpwe.u. They are Food and Drug officer positions. 

Mr. Harvey. They are on the administrative side. 

Mr. Jonas. All I am asking is, would it not be possible to let the 
people who have been handling the administrative part of this work 
in the past do it without adding an administrative section to be in 
charge of this activity exclusively ? 

Mr. Harvey. The volume of additional work that this act is produc- 
ing will not permit its absorption in the administrative group. 

Mr. Tuomas. Thank you very much. 

Come back and see us again. 


Monpay, Marcu 2, 1959. 
OFFICE OF EpUCcATION 
WITNESSES 
DR. L. G. DERTHICK, COMMISSIONER 
JOHN F. HUGHES, EXECUTIVE OFFICER 
DR. HOMER D. BABBIDGE, DIRECTOR, FINANCIAL AIDS BRANCH 
DR. JOHN R. LUDINGTON, DIRECTOR, AID TO STATE AND LOCAL 
SCHOOLS BRANCH 
DereNnse EpucaTIoNAL ACTIVITIES 


Program and financing 


| Presently | Revised | Increase 
available | estimate | 





Program by activities: 
1, Student loans: 


(a) Contributions to loan funds | coetpacee<ecsel » 06,080,088) $30, 500,000 | $24, 500, 000 
(5) Loans to educational institutions. 


. 500, 000 500, 000 
2. Science, mathematics, and foreign language instruction: | | 
(a) Acquisition of equipment and minor re- | 
modeling: 
(1) Grants to States. | 16,720,000 49, 280, 000 32, 560, 000 
(2) Loans to nonprofit, private schools “a 2, 280, 000 | 6, 720, 000 4, 440, 000 
(b) Grants to States for supervision and adminis- | | 
tration -- 2 : ae | 1, 350, 000 1,350,000 |.... a 
3. National defense fellow ships : 800, 000 5, 300, 000 4, 500, 000 
4. Guidance, counseling, and testing: | 
(a) Grants to States. 5, 400, 000 | 7, 400, 000 | 2, 000, 000 
(b) Institutes for counseling personnel _.- aan 2, 000, 000 3, 000, 000 | 1, 000, 000 
5. Advanced training in foreign areas and languages: | 
(a) Training centers_._- 375, 000 1, 000, 000 625, 000 
(5) Institutes for language teachers... -- be - 400, 000 | 1, 500, 000 1, 100, 000 
(c) Research ‘. 25, 000 2 500, 000 9 475, 000 
6. Educational media research -. 500, 000 | 1, 500, 000 1, 000, 000 
7. Grants to States for area vocationa! nrogra 2, 750, 000 3. 750, 000 : 
8. Grants to States for sts atistical s serv ices 400, 000 | l, 000. 000 600, 000 
Total obligations 49, 000, 000 115, 300, 000 75, 300, 000 
Financing: Appropriation (new oligational authority 40, 000, 000 115, 300, 000 75, 300, 000 


o7 Ot 


mit 
yea 
De 
las' 
has 
tit] 
Off 
the 
fo) 
acd 
lin 
pr 
in 
in 
th 





nder- 
min. 


tions 


[ am 


> the 
vork 
e in 


due- 


55 


SS!'13: S325 SS 8} 


eee ee eter Pattee tee l 


511 


Object classification 





Presently | Revised Increase 
available estimate | 
aca wae. = | < hans ah tcc 
07 Other contractual services awenees -<=| $25, 000 $2, 500, 000 $2, oe 
11 Grants, subsidies, and contributions_..-..--..----------- 39, 975, 000 112, 800, 000 | 72, 825, (00 
Total obligations wanes eee-e-e---------------------| 40,000; 000 | 115, 300,000 / 75, 300, 000 


| 








Mr. Tuomas. Dr. Derthick, we are delighted to have you here. 
You are the Commissioner of Education. 


GENERAL STATEMENT 


Dr. Derrick. I welcome this opportunity to present to the com- 
mittee an explanation of the need for supplemental funds in fiscal 
year 1959 to complete the first year’s program under the National 
Defense Education Act. As you know, the program was initiated 
last September with an interim appropriation of $40 million which 
has been put to effective use in making a start on the eight different 
titles of the new statute which assign major responsibilities to the 
Office of Education. These interim funds have now been allocated to 
the various functions and in some cases, they have been fully spent 
for the purposes for which they were made available. The need for 
additional funds is now most urgent in order to meet critical dead- 
lines for the completion of contractual arrangements on pending 
programs for the summer and fall sessions. State legislatures now 
in session need to know about appropriation requirements for match- 
ing purposes. The supplemental request for the current year is in 
the amount of $75,300,000. 

When the National Defense Education Act was passed by the Con- 
gress last August, we in the Office of Education were keenly aware 
of the importance and complexity of programs made possible by the 
statute. During the past 5 months as these programs have emerged 
and developed with the splendid cooperation of States, institutions 
of higher learning, and professional groups, their significance has be- 
come more apparent and their need more compelling. The critical 
problems to which this Act is addressed are basic to the achievement 
of our educational objectives and our national security and progress 
will be advanced in measured terms as these programs are fulfilled. 

If the committee will permit, I would like to summarize the status 
of our activities under each of the various titles for which supple- 
mental funds are requested. 


LOANS TO COLLEGE STUDENTS—TITLE II 


This program provides funds to public and to nonprofit private col- 
leges and universities for long-term student loan funds to enable 
needy and able students to complete their higher education. Funds 
under this title are apportioned among the States on the basis of their 
relative full-time enrollments in institutions of higher education. 
Within each State’s allotment, funds are prorated to institutions on 
the basis of the amounts requested. 


37458—59——_ 33 
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Following the established cutoff date of January 6, 1959, for the 
submittal of applications by institutions, the Office received some 
1,230 approvable requests for loan funds. The gross amount of funds 
requested by institutions amounted to some $79 million. In order to 
assure that our limited funds were used to maximum advantage, it 
was evident that some of the institutional requests, which were ex. 
cessive in relation to others, should be scaled down to produce more 
equity in allocations among all institutions. Since the institutional] 
requests are the legal basis for allocation of funds within a State, 
the cooperation of participants was essential to this end. So the 
Office contacted those institutions whose requests were in the highest 
per capita range (the top 25 percent) and requested that they be re- 
considered. After this was done the revised requests of the institu- 
tions totaled $62 million and funds were prorated on this basis with- 
in the State allotments. The resulting per capita average for all 
institutions is $28 and practically all amounts are less than $100 per 
capita. The law permits annual student loans up to $1,000 per student. 
The fact that the $6 million available covered only about one-tenth of 
the requested needs of institutions makes it most imperative that sup- 
plemental funds be appropriated in the immediate future to enable 
institutions to meet requests for loans which will be received in the 
coming weeks from students who wish to begin or continue their 
education this semester, this summer and next fall. Practically all 
loan funds are now inadequate to cover more than a fraction of 
requirements. 

For this purpose $25 million has been requested of which some 
$500,000 will be used to lend to institutions to meet. the non-Federal 
share (10 percent) of the student loan funds. This will provide for 
the year, a total appropriation of $30.5 million for.capital contribu- 
tions to student loan funds as related to the first-year authorization 
of $47.5 million contained in the act. 


GRANTS AND LOANS FOR IMPROVEMENT OF SCIENCE, MATHEMATICS AND FOREIGN 
LANGUAGE INSTRUCTION—TITLE III 


This program assists States and localities in the purchase of equip- 
ment to improve the teaching of science, mathematics, and modern 
foreign languages, and minor remodeling of laboratory or other space 
in connection with the use of this equipment in the public schools. It 
also provides for the improvement and expansion of supervisory serv- 
ices to the State educational agencies. Private nonprofit elementary 
and secondary schools are eligible for loans to purchase this same 
type of equipment. 

Plans have now been received from 31 States for participation in the 
equipment grant programs authorized by title III of the act and 8 
plans have been approved as of this date. It is anticipated that plans 
will be approved for at least 45 States this fiscal year. Any funds 
available to a State for the purchase of equipment which is not claimed 
for under an approved plan this year, will also be available to that 
State in fiscal year 1960 under a special provision in title III of the act. 

If the current request is approved, the $16,720,000 now available for 
grants will be supplemented by $32,560,000 making a total appropria- 
tion for 1959 of $49,280,000 as compared to authorized appropriations 
for this year amounting to $61,600,000. We are confident that the 
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the | States are prepared to make effective use of these funds this year and 
ome | that the resulting improvements in the facilities available for in- 
nds struction in the sciences, mathematics and foreign languages will sub- 
r to | stantially advance the teaching quality of these subjects for many 


, it thousands of American youngsters. : 

ex. | Inaddition to grants for public schools, title III provides for loans 
ore to nonprofit private schools for the same purpose. The sum author- 
nal ied for this purpose is $8.4 million—which is 12 percent of the $70 
ate, million authorization for the combined g ‘ant and loan program for 
the equipment purchase and minor remodeling. The supplemental request 
est of $4,440,000 will make a total of $6,720,000 available this year for 
re. | loans. The cutoff date for applications is March 15, 1959, and it is 
tu- | anticipated that the total funds requested will be claimed. | 
th. | No additional funds are requested for the function of improving 
all '| State supervision of science, mathematics, and foreign language 
rer | instruction. 

nt. | NATIONAL DEFENSE FELLOWSHIPS—TITLE IV 

of This program will encourage and assist in the expansion and im- 
ip- | provement of facilities for graduate education, to increase the supply 
ble | of well-trained college and university teachers. 

he The Commissioner is authorized to approve graduate education pro- 
oir | grams involvoing 1,000 fellowships to be awarded in fiscal year 1959 
all and to continue these followships for 2 more years; also 1,500 new 
of | {fellowships are authorized for each of the next 3 years. 

This program is designed to strengthen the ability of institutions to 
ne produce college-level teachers and to encourage able graduate students 
ral toenter the teaching field. Greater geographic dispersion of graduate 
or facilities is also a primary objective of the program. 

u- | The response to this program has been most encouraging. Some 
on | 169 institutions submitted program proposals as of the January 2, 


1959 cutoff date proposing awards to about 6,000 fellowship candi- 
dates. With funds available thus far 48 graduate programs have 


7 been approved and 150 fellowships awarded. Of these, 37 percent were 

awarded to institutions in Western States, 26 percent in Southern 
p- | States, 21 percent in Midwestern States, and 16 percent in Eastern 
2 States. There is a most urgent need for the additional funds requested 
- of $4.5 million to complete the awards of the remaining 840 author- 


It ized fellowships by the middle of March. Throughout the country 
fellowship awards are generally offered by the first of April and un- 


- less the national defense fellowships are available on a timely basis 
1 in relation to these schedules, the caliber of our programs will suffer 
and some fellowships may go unawarded. In short, funds are needed 
Me promptly to ensure an effective and a quality program. 
8 TESTING, GUIDANCE, AND COUNSELING TO IDENTIFY ABLE STUDENTS AND ENCOURAGE 
ns THEM TO CONTINUE THEIR EDUCATION—TITLE V 
1s ‘ 7v ° . 
d Part A. State programs: This program of grants to States is 
+t designed to reduce the number of able students who drop out of high 
t schools and colleges, by helping to identify abilities at an early stage 
- and encourage the fullest development of talents. Private second- 
, ary schools may, in some States, arrange with the U.S. Commissioner 
“ of Eductaion for funds for testing of students. 
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Federal grants totalling $15 million per year are authorized pe. 
ginning with fiscal year 1959 for allotment to the States on the basic 
of secondary enrollments. States must match the Federal funds and 
submit a plan for approval by the Office setting forth arrangements 
for the testing of pupils in the secondary grades and for the strength. 
ening of counseling and guidance personnel. It is indeed significant 
that practically all leading authorities today agree that expanded 
and improved pupil counseling (particularly in the secondary grades) 
is of the highest priority in assuring that bright and able students 
are educated to the full extent of their abilities and that all students 
receive educational opportunities in accordance with their individual 
needs. 

The initial appropriation of $5.4 million would be supplemented 
by $2 million under the request before the committee. This would 
provide approximately one-half of the authorized funds for this 
year. Thus far 33 States have submitted plans and 16 have been ap 
proved. Evidence on hand indicates that at least 45 States will 
participate in the program this year and that the requested funds wil] 
provide a substantial portion of the funds the States are prepared 
to use this year. 

Part B. Counseling and guidance institutes: These institutes to be 
established in institutions of higher learning will increase the supply 
of qualified guidance and counseling personnel, and improve the com- 
petence of personnel now working in the counseling field. Personnel 
In private schools may attend these institutes, but are not eligible for 
stipends. 

The funds available in the interim appropriation for this purpose 
amount to $2 million and will support some 40 short-term summer 
institutes or approximately 6 weeks duration to train 2,050 counselors 
and 6 regular session institutes to begin next fall to train 240 coun- 
selors. The additional $1 million requested this year will support 9 
summer session institutes, training 450 counselors, and 9 regular ses- 
sion institutes for next fall training 360 counselors. 

It is to be emphasized that the contractual arrangements for these 
institutes must be completed very soon in order to enable the institu- 
tions to complete plans and arrange for instructors and other person- 
nel. These arrangements are customarily completed in the winter 
months preceding the academic terms and therefore it is necessary 
that Federal funds be available without delay if the program is to 
proceed as planned. Authorized funds for fiscal year 1959 total 

$6,250,000 and the request. for an additional $1 million will provide for 
almost. one-half of this sum. 


LANGUAGE DEVELOPMENT riTLt 


This program provides funds for the establishment of institutes in 
higher educational institutions to improve the skills and etfectiveness 
of elementary and secondary schoolteachers of modern foreign lan- 
guages; and centers to undertake research and training in rarely 
taught foreign languages and in other studies related to the areas in 
which these languages are spoken. Language teachers in private 
schools are eligible to attend centers and institutes but are not eligible 
for institute stipends. 

The interest expressed in the language development program pro- 
vided for in title VI of the act has been particularly gratifying. We 
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| have received 232 applications for the establishment of language insti- 


oat tutes from colleges and universities in 48 of the 49 States. Fifty-six 
] ais | ‘stitutions have expressed interest in establishing language and area 
mae | centers. This widespread interest arises from a recognition by col- 
ments leges and universities of the serious deficiency in modern language 
fe teaching in this country and of the urgent need to improve the situa- 
anded tion. Thirty-five years ago, 27 percent of our high school students 
‘ades) were taking at least 1 modern foreign language; in 1955 the percent- 
dents age Was down to less than 15. Moreover, the number of college grad- 
dents yates prepared to teach a foreign language declined 30 percent ‘bet ween 
ridug] | 1950 and 1957. Finally, there are 24 languages each of which is 
spoken natively by more than 20 million people. Of these 24 only 
ented Seok and Spanish are widely studied by American high school 


vould | students. 
this Other facts could be cited which would describe the dimensions of 


the problem we face. The major implication of all of them is that 


wil Americans are linguistically backward at a time when they can no 
3 will longer afford to be if they are to retain a position of world le ader ship. 
ared | Title VI of the act provides for a language development program 
'| which represents an excellent and effective first step in the improve- 
to be | ment of the language teaching situation in this country. The act 
ipply | authorizes $15,250,000 for the program in fiscal year 1959. From the 
com- initial appropriation, $375,000 is available for training centers, 
ne] | $400,000 for institutes for language teachers, and $25,000 for research. 
e for | We are now in the process of selecting seven colleges and uni- 
versities where language training centers will be situated. Supple- 
"pose | mental funds in the amount of $625,000 are requested for the fiscal 
nmet year 1959, to expand these 7 centers and to establish 7 additional 
elors | centers which will provide for 185 students with stipends, in addition 
oun- | to other students who would attend. _ 
ort 9 With the $400,000 available for institutes for language teachers, 
Ses. four summer institutes will be approved. We are requesting an addi- 
tional $1,100,000 for the fiscal year 1959, in order to establish 6 
hese additional summer institutes, and 4 regular session institutes, which 
titu. | will provide training and stipends for 960 public schoolteachers 
‘son- attending these institutes. These funds must be available soon for 
nter | ‘effective contracting arrangements to be completed in time. 
sary Our supplemental request includes $2,475,000 for research, auth- 
is to orized under section 602 of title VI. Contracts need to be negotiated 
otal as soon as possib ‘le for studies and surveys to determine the need for 
‘for increased or improved instruction in moder n foreign languages and 
other fields needed to provide a full understanding of “the areas, 
regions or countries in which such languages are commonly used, 
and for research on more effective methods of teaching such lan- 
oie guages, and to develop specialized materials for use in such training. 
NESS Research is central to the whole language development program. 
an. Language instruction is unnecessarily retarded by the lack of modern 
oly teac hing methods, materials, and equipment. It has become evident 
ee that instructional techniques need to be modernized and _ textual 
ata materials developed. The availability of new equipment needs to 
mi be augmented by research in their most effective use. In those rarely 
taught languages where teaching is now very deficient or nonexistent, 
i basic texts and materials (including dictionaries) must be developed 
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to provide a basis for extension of language center projects. Much 
research will be directly tied to center projects. 


EDUCATIONAL MEDIA RESEARCH—TITLE VII 


The provisions of title VII of the National Defense Education Act 
provide for research, experimentation, and related dissemination 
activities to discover and encourage the more effective uses of tele. 
vision, radio, motion pictures, filmstrips, video tapes, and related 
media, and authorize $3 million for these purposes in the fiscal year 
1959. The tremendous potenti: al for improved learning which Ties 
in these media must be systematically developed by care ful and funda- 
mental research. This will expedi te the use of good practice and 
reduce rash and faulty experimentation. 

An amount of $500,000 was made available in the initial : appropria- 
tion, and we are requesting a supplemental amount of $1 million to 
provide a total of $1,500, 000 for the current year. 

As of February 1, 190 specific project proposals for research and 
experiment: ition had been received from institutions and research 
agencies and it is expected that many more will be received before 
the close of the year. The proposals now on hand provide for a varied 
approach to research problems : and their combined total cost as sub- 
mitted amounts to some $20 million, about $14 million of which would 
be appreciable to the fiscal years 1959 and 1960. The funds to be avail- 
able this year will require the use of highly selective standards and 
procedures to insure their maximum effective use. The advisory 
committee designated under this title must recommend projects prior 
to approval by the Commissioner. 


GRANTS TO STATES FOR STATISTICAL SERVICES——TITLE X 


Section 1009 of the National Defense Education Act authorizes 
grants to States of up to $50,000 each on a matching basis, to assist 
the States to improve and strengthen the adequacy and reliability 
of educational statistics. These improvements will facilitate the 
eollection of uniform national information on condition and progress 
of education in all States. The need for more adequate and reliable 
data has been underscored time and again by office and other studies 
of national scope. 

An- amount of $400,000 is available in the initial appropriation, 
and we are requesting an additional amount of $600,000, to provide 
a total of $1 million for this purpose in the fiscal vear 1959. During 
this initial year, this program is stimulating a majority of the States 
to evaluate their existing statistical services and to develop and 
initiate new programs for improvement of statistical services in line 
with the purposes of the act. Already 22 State plans are under review 
and 12 have been approv ed. 

This completes the formal statement covering these requests and 
we shall be pleased to answer such questions as the committee may 
wish to ask. 

LOANS TO COLLEGE STUDENTS 
Tndoer title IT. the student loan program, we had en initial appro- 


priation of $6 million, and we are requesting a supplemental of $25 
million. We were very much surprised to see the tremendous interest 


in th 
app! 
$791 

M 
cont 
thre 


nee 


D 


ju 


re 


n Act | 
ation 
tele- 
lated 
year 
| lies 
nda- 
and 


oria- | 
nto | 


and 
arch 
fore 
ried 
sub- 
vuld 
rail. | 
and 
rior 


Zes 
sist 
ity 
the 
ess} 
ble 


ies 


yx 


) 


st 


517 


in this program. We thought maybe 500 or 600 colleges would make 
applications, but 1,227 made applications. They asked for about 
$79 million. 

Mr. Tuomas. Will you let me interrupt you right there? You 
confused me last night i in these justifications. You have used two or 
three figures. What is the amount of money that you are going to 
need for? all of the fiscal year 1959 ? 

Dr. Derruick. $25 million in the supplemental, making a total of 
$31 million that we are asking for. 

Mr. Tuomas. What is the figure you will need for covering all of 
1959 ? 

Dr. Derruick. $62 million. 

Mr. Tuomas. How do you arrive at the $62 million that you are 
going to need / 

Dr. Derruick. The institutions have made requests. Their origmal 
requests amounted to $79 million. We solicited from the institutions 
their determinations of need and when their reports first came in they 
totaled $79 million. 

Mr. Tuomas. That is a new figure. You did not put that in your 
justifications. 

Mr. Hvueues. That is in the opening statement. 

Mr. THomas. It was not in your justific: itions. 

Dr. Derrick. By asking those in the top brackets if they could not 
reduce their requests, the total of their requests is now $62 million. 

Mr. Tuomas. For the fiscal year 1959? 

Dr. Derruicr. Yes. 

Mr. Tuomas. And that has nothing to do with the fiscal year 1960 

Dr. Derruick. That is right. 

Mr. Tuomas. Do you have your 1960 estimates about shaped up? 

Dr. Derrnick. No. They will come in from the institutions in 
April and May. 

Mr. Tuomas. Offhand, what do you think they will be? 

Dr. Derrnick. It is very difficult to guess. 

Mr. Tomas. They will not be any less than that $62 million. 

Dr. Derruick. It may be that after the institutions have some 
experience with this program they may find that they have been 
overly generous in making requests, You see, some of these schools 
have never had loans or loan programs before. 


PROCEDURE FOR IMPLEMENTING PROGRAM 


Mr. Tomas. You will have to tell us who will handle the programs. 
Here is X student living in Y county over in the State of New 
York or Louisiana. How does he get into the program ? 

Dr. Derruick. The given institution where he may choose to go 
will have a loan officer, 

Mr. Tuomas. First he decides that he wants to go to a school in his 
own State, either Louisiana or New York. What does he do? 

Dr. Derrnick. He writes to the institution and tells them he will 
need a loan. 

Mr. Tuomas. He will write to the school that he wants to go to? 

Dr. Derrnick. That is right. Then the institution will follaw 
several procedures necessary to estimate his resources. They will 
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diseuss them with him, and negotiate with him concerning the 
amount of money he will need to get by. 

Mr. Tuomas. What is the yardstick that the institution is going 
to apply to that student ? 

Dr. DerrutcKk. Well, if the student is married, they will make a 
determination that he will need more money than if he is single, 
If he has two children that will add an increment to take care of that, 

Mr. Tuomas. Suppose that he has three children. What is the 
outside amount of money that the institution can lend him? 

Dr. DertuicK. $1,000. 

Mr. Tomas. Regardless of the number of children ? 

Dr. Derruick. That is right. That will be the outside figure. 

Mr. Tromas. He is not going to do much splurging ? 

Dr. Derrick. It is not intended to help him splurge. 

Mr. THomas. What is the other part of the yardstick ? 
What is the rest of it ? 

Dr. Dertuick. The costs of going to school at that particular place 
will be a factor, including all the costs. If he drives 30 miles each 
way a day they will take that into consideration. Those determina- 
tions we will leave up to the institution with overall guidance. They 
are going to make the determinations, not us. 

Mr. Tuomas. We cannot worry too much about any extravagance 
with regard to the overall amount, can we? 

Dr. Derruick. No, sir. 

Mr. Tuomas. What is next besides the economic question involved ? 

Dr. Dertuicx. The money is distributed— 

Mr. Tuomas. We have not even got the fellow into the school. We 
know how much money he needs. 

Dr. Derruick. If he is an able student special consideration may 
be given if he has demonstrated unusual ability in mathematics, sei- 
ence, or foreign language, or if he expects to teach in the elementary 
or secondary schools. 

Mr. Tuomas. Suppose that he is good old John Brown, a C student, 
who is going to run the United States in the next 30 years—not an 
A boy or a B boy—what do you do for him? Can he get any of the 
money ? 

Dr. Derruick. He will not be excluded. 

Mr. THomas. You know who will run the country 

Dr. Derruick. I have some idea. 

Mr. Tuomas. I did not want you to have any inflated idea. 

Dr. Derruick. I have been a teacher all of my life. I know. All 
youngsters will have an opportunity for these loans. 

Mr. Tuomas. But having an opportunity and getting them are two 
different things. Are you going to pay the C students any mind, stu- 
dents who are honest and ambitious? 

Dr. Derruick. Certainly we would expect the institutions to give 
them consideration. 

Mr. Tuomas. The institution is going to do the selecting. They 
are going to lay down the yardstick of how muc h money of that $1,000 
maximum they can get? 

Dr. Dertruick. That is right. 

Mr. Tuomas. Under a general yardstick laid down by you; is that 
right ? 

Dr. Derruick. That is right. 
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Mr. Tuomas. Do you think that the C student will have a look-in 


on this? 

Dr. Derruickx. Ido. I certainly do. 

Mr. Tuomas. And you are going to give a little preference to math- 
ematics ? 

Dr. Derruick. And science and foreign language, and those going 
into teaching in the elementary and secondary schools. 

Mr. THomas. How much preference are they going to get? 

Dr. Dertuick. Well 

Mr. Tuomas. We will say that here is an old boy that is pretty good 
in writing and literature. He likes history. He might be a newspaper 
writer some day. He might want to be an author. What chance 
would he have against this chap who wants to Specialize in mathemat- 
ics or physics, chemistry, electronics, or geology ! 

Dr. Derrnick. Under broad guidelines the institutions would make 
the determination. It is my judgment the institutions would give that 
boy very serious and careful consideration. 

Mr. Tuomas. How many institutions have evidenced interest in 
this? 

Dr. DerTuick. 1,227. 

Mr. THomas. How many students did they say had contacted them 
that would qualify for the fiscal year 1959 ¢ 

Dr. Bazpiper. Their estimates were not always based upon the ac- 
tual evidence of the students’ need. The institutions in some instances 
based their requests on an estimate of what their students would need. 

Mr. Tuomas. How many institutions? 

Dr. Derruick. 1,227. 

Mr. Tuomas. How many students did they say they thought would 
need some loans? 

Dr. Dertuick. We did not get the exact number of students. 

Mr. Tuomas. You put 800,000 in your justifications. Is that the fig- 
ure that you want to go by? 

Dr. Dertuick. We estimated 800,000 students would benefit. 

Mr. Tuomas. Do you want to change it now? 

Dr. Derruick. I think that we would not change it. 





LOAN PER STUDENT 


Mr. Tuomas. And the average cost per student is only $400. 

Dr. Derruick. We figure that will be the average loan. Without 
having any experience with such a program, that is our best estimate. 

Mr. Tuomas. That is a relatively small amount of money. It leads 
me to think if they can get by on a loan of $400 for a 12-month period 
maybe they do not need it at all. 

Dr. Derruick. The loan programs in the past have averaged about 
$200 per student. 

Mr. Tromas. Is that all? So you have had some experience ? 

Dr. Derruick. Yes. 

Mr. Tuomas. How many of the colleges out of the total number that 
have written in have had loan programs in the past ? 

Dr. Bassiner. Between 700 and 800 had loan funds. 

Mr. Tuomas. Out of your allowance figure of 1,200 in this pro- 


gram now? 
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Dr. Barsiner. That is right. 

Mr. Tuomas. What was the averge loan per student ? 

Dr. Bassinee. $167 the last time we made a survey of it, but that 
was 3 or 4 years ago. 

Mr. Tuomas. And you think it might now be $200? 

Dr. Bazssinen. It could be. 

Mr. Tuomas. A little money goes further in the field of education 
than in any activity I know of. Do youagree with me? 

Dr. Derruick. It has to. You understand, I am sure, that our 
request for $31 million is just half of what the institutions estimate 
they will need. 

Mr. Tuomas. When you gave me that figure of $62 million I can 
calculate $31 million is half of $62 million. You are sure now that 
that is the total figure for 1959, $62 million and it is not $44 million or 
$45 million? 

Dr. Dertuick. That is right. 

Mr. Tuomas. Is that figure of $62 million about right ? 

Dr, Dertuicx. We just have no way of knowing because we 
have never had such a program before, and many of the institutions 
have never had any experience. 

Mr. Tuomas. Here are students A, B, and C in the same town 
of X in the same State of New York, Louisiana, and they pick out 
three different colleges to go to and there is enough money for two 
students to go to two of the universities but there is not e1 ough 
money for the third. Is there any good reason why that student 
should not get to go? 

Dr. Dertuick. You mean before they get to him the college has 
exhausted its allotment ? 

Mr. Tuomas. That is right. 

Dr. Derruick. Then we have no provision to take care of that. 

Mr. Tuomas. As far as I am concerned, I think you better set up 
a Ioan fund and have too much money in it than not enough. I can- 
not see any reason on earth that would justify loaning money to 
student A and student B and student. C not getting it when he has 
the same qualifications, just because it is not available. In other 
words, if you are going to start a program you better finance it suffi- 
ciently to take care of the needs of all of those who can meet the 
qualifications. Am T right or wrong? 

Dr. Dertuick. That is right, and yet there is reason to think that 
maybe the students will not take advantage of this opportunity to 
the degree some people antic ipate. I rec eived a letter from a college 
president only yesterday discussing that point. He is very enthusias- 
tic about the loan program, and his comment was still enthusiastic 
about it, but he was going to have to do a program of education with 
his student body to teach them the power of investing through loans. 

Mr. Tomas. The only communication that I have received has 
been from college presidents who have said that under the program 
set up they have money for 8 students and 150 trying to get loans. 
Let us either get it going or get rid of it. 

Dr. Derruicx. That is why we are back up here for this sup- 
plemental. 
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PROGRAMS PROPOSED 


Mr. THomas. How many programs do you have here? 

Dr. Derruick. Eight titles that we are administering. 

Mr. THomas. And the eight titles make up your deficiency of 
$75,300,000 ? 

Dr. DerTHICK. There are seven titles for which there is a deficiency. 
For one title we are not asking for any supplemental. 

Mr. THomas. $25 million for the revolving fund. That is a no- 
year fund ? 

Dr. Derruick. That is right. 

Mr. Tuomas. You have $37,500 in here for a grant program on 
equipment. 

Dr. Derruick. Yes. 

Mr. Tuomas. You have $4,500,000 for fellowships? 

Dr. Derruick. Yes. 

Mr, THomas. And you have $2 million in here for sampling, guid- 
ance, and so forth 4 

Dr. Derruick. Yes. 

Mr. Tnomas. That is quite controversial, is it not? 

Dr. Dexruicx. I think not, When that program was first intro- 
duced there were certain people who misunderstood it, who thought 
we Were. going to put on a national testing program. That is where 
the misunderstanding occurred. When they found out this testing 
program je going to be administered not under the Federal Govern- 
ment but by the States and communities in the customary manner, 
they withdrew their objections. 

Mr. Tuomas. Is this program of $37,500,000 controversial ? 

Dr. Derrick. No, sir. 

Mr. Tuomas. You have not heard about it? 

Dr. Dertruick. No. 

Mr. THomas. People think the Federal Government owes .more 
money than the State and county governments and should not: get 
into the field of education. Have you heard about that? 

Dr. Dertuick. There are other people who are very much concerned 
because of the inadequacy in our schools in this matter of equipment 
in science, mathematics, and foreign language, and certainly the re- 
sponse of the States has been very enthusiastic about it. 

Mr. Tuomas. Is not that a part of your construction program which 
the Congress has not gone into? 

Dr. Derruick. No. This is equipment. 

Mr. Tuomas. I understand it is equipment, but in the beginning 
it was part of the construction program where they built buildings 
and equipped them ? 

Dr. Derruick. That is in the case of new buildings, 

Mr. Tuomas. I was just. wondering. I will just throw this out 
to you—instead of your three programs, what about your program 
here on your matching equipment and your revolving loan fund here 
and your fellowships. What about holding the others in abeyance 
to take a look and see how the country absorbs, these three. What 
do you think about that ? 

Dr. Derruicx. That would be a great disappointment, not only 
to me, but to the country because we have State plans coming in. here 
every day for title 5 grants for counseling and testing 














EXTENT OF STATE PARTICIPATION 


Mr. Tuomas. What part of the country, a minor part, 50 op 
60 percent ? 

Dr. Dertuick. No, sir. 

Mr. Tuomas. You might get an argument on that point. 

Dr. Dertuick. We expect 54 States and Territories to participate 
in this title. 

Mr. Toomas. What part of the public is in favor of the program? 
You have already divided it between Alaska and the States and you 
have got it up to 54? 

Dr. Dertuick. I mean the States and Territories. We have 35 
State plans already in for this program, and they are coming in al} 
the time. é 

PROGRAMS PROPOSED 


Mr. Tuomas. You show under “Student loans” $24.5 million and 
$500,000 for loans to educational institutions; to do what? Run the 
administrative end of the program ? 

Dr. Derrick. To meet the non-Federal share of the loan program. 

Mr. Tuomas. Here is the item of “Science, mathematics, and 
foreign language instruction” and then under that we have “Ac- 
quisition of equipment and minor remodeling,” $32,560,000; “Loans 
to nonprofit, private schools,” $4,440,000, for a total of $37.5 million. 

Dr. DertutcK. $37 million, I believe. 

Mr. Tuomas. Then your next item under that is “National de- 
fense fellowships,” $4.5 million. 

Then you have “Advanced training in foreign areas and languages” 
and under “Training centers” you have $65,000; “Institutes for 
languages teachers” $1.1 million. 

Dr. Derruick. Yes, sir. 

Mr. Tuomas. Under “Research,” $2,475,000, and then you have 
“Educational media research,” $1 million. 

Next you have “Grants to States for area vocational programs,” 
but no increase, and then “Grants to States for statistical services,” 
$600,000 and then you come up with your total ? 

Dr. Dertuick. There is one other title. 

Mr. Tuomas. Do you want to change your mind? 

Dr. Dertuick. You left out one, Mr. Chairman. 

Mr. Tuomas. Do you want to skip those last seven programs and 
stay with the big ones you mentioned? That is, if you can digest 
them. 

Dr. Derruicx. No, sir. 

Mr. Tuomas. You would rather have a colic and get them all? 

Dr. Dertuick. We want them all. 

Mr. Trromas. And have a good case of colic? 

Off the record. 

(Discussion off the record. ) 

Mr. Tuomas. You are sure that when the committee gets on the 
floor we will not have acute indigestion, but we will settle for just 
a little colic. 

If you settle for that, we will have a mild colic. 

Dr. Dertruicx. I think in view of the tremendous interest in this 
program you will have good support for it. 
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By the way, may I call attention, in that review you made, to one 
omission—I believe you did my work very well for me. 

Mr. Tuomas. Thank you, Doctor. 

Dr. Derruick. However, you left out title 5 on “Guidance, counsel- 
ing, and testing,” $2 million, 

That covers “Grants to States.” 

Mr. THomas. We talked about that a while ago. 

Dr. Derruicx. And $1 million for “Institutes for counseling 

rsonnel.” 

I just want to be sure that the record carries that. ‘ 

Mr. Tuomas. It is already in the record, Doctor. We will not short- 
change you much. 


Loans TO COLLEGE STUDENTS 


Mr. Tuomas. Now for the student loan program, let us put in pages 
7,8, and 9. 
(The pages follow :) 


1. StuDENT LOANS 


(a) Contribution to loan funds—(b) Loans to educational institutions 


Supplemental estimate for fiscal year 1959___________-_-_--_------- $25, 000, 000 


JUSTIFICATION OF ESTIMATE 


Purpose and scope of activity 

Title Il of the National Defense Education Act authorizes appropriations to 
stimulate and assist in the establishment at institutions of higher education 
of funds to provide for low-interest loans to undergraduate and graduate 
students. The purpose of this program is to enable students who are in need 
of financial assistance to pursue courses of study beyond the secondary level. 

Section 207 of the National Defense Education Act also authorizes the Com- 
missioner of Education to make low-interest loans to participating colleges and 
universities to assist in financing their capital contribution, where institutions 
are unable to secure the matching funds from non-Federal sources. 

An amount of $6 million was appropriated in fiscal year 1959 for contribution 
to the student loan funds. A supplemental request is herewith presented in the 
amount of $25 million for capital contributions and for loans to institutions for 
matching purposes. 

Funds authorized and distribution formula 

The legislation provides for Federal contributions to the capital of student 
loan funds established by institutions of higher education. These funds will 
provide long-term, low-interest loans to undergraduate and graduate students 
to enable them to continue their higher education. The Federal contribution 
cannot exceed 90 percent of the loan funds and the institutional contribution 
must be at least 10 percent. The maximum Federal contribution to any single 
institution for any fiscal year cannot exceed $250,000. 

The legislation also provides that, under certain circumstances, an institution 
may obtain Federal loans to finance its share of the capital contribution to its 
student loan fund. The law authorizes necessary funds for this purpose but 
not to exceed $25 million for the total program. Such loans will bear interest 
at a rate established by the Commissioner which is adequate to cover the (1) cost 
to the Treasury based on current. yields of outstanding U.S. obligations with 
comparable maturities and (2) costs of administering this portion of the program 
and (3) probable losses. These loans are made for an appropriate period but 
not to exceed 15 years. 

Student loan funds 

An apprepriation of $47.5 million is authorized under the act for fiscal year 
1959. However, we are requesting a total amount of $31 million ($6 million 
presently budgeted, and $25 million in the supplemental budget for the fiscal 
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year 1959 for contributions and for loans). Funds for Federal contributions 
to student loan funds will be allotted te the States according to the number of 
students enrolled on a full-time basis in institutions of higher education within 
the respective States, The Commissioner shall from time to time set dates. by 
which institutions of higher education in a State must file applications for 
Federal capital contributions from the allotment of such State. In the event 
the total requested in such applications exceeds the amount of the allotment 
of such State available for such purpose, the Federal capital contribution from 
such allotment to each institution shall bear the same ratio to the amount re. 
quested in its application as the amount of such allotment available for such 
purpose bears to the total requested in all such applications. In the event the 
total requested in such applications which are made by institutions in a State 
is less than the amount of the allotment of such State available for such pur. 
pose, the Commissioner may reallot the remaining amount from time to time 
on such date or dates as the Commissioner may fix, to other States in propor- 
tion to the original allotments to such States under section 202 for such year, 
The Federal capital contribution to an instifution shall be paid to it from time 
to time in such installments as the Commissioner determines will not result in 
unnecessary accumulations in the student loan fund established under its agree- 
ment under this title. 

Federal administration of the appropriations will be by the Commissioner 
of Education. He will make regulations concerning the student loan funds, 
allot the appropriations to the resnective States, receive applications from in- 
stitutions of higher education for Feders! contributions to their loan funds and 
matching loan funds needed, make agreements with the institutions on the 
establishment and use of such funds, carry on the necessary financial transac- 
tions, and make the required reports to Congress 

Loons to students will be limited to $1,000 a year with a maximum total of 
$5,000 to any one student. They must be made reasonably available to all 
eligible needy students. The institution, in making loans, must give special 
consideration to students with superior academic background who intend to 
teach in elementary and secondary schools and those who indicate superior 
eapacity or preparation in science, mathematics, engineering or modern foreign 
language. The student will pay interest on the unpaid balance of his loan at 
the rate of 3 percent a year, which begins 1 year after he leaves college. 
Liability for repayment will be canceled upon the death or total and permanent 
disahility of the borrower. Not to exceed 50 percent of a loan is to be canceled 
for service as a full-time teacher in a public elementary or secondary school, 
at the rate of 10 percent of the unnaid balance on the first day of such service, 
for each academic year of such service. 


Institutional responsibilities 


1. Prenaration and submission of applications for Federal capital contributions 
for an institutional stndent loan fund (and for matching funds if necessary) 
for review hv the Commissioner. 

2. Establishment of student loan fund; presumably by action of the board of 
tristees. 

3. Provision for an institutional matching appropriation equal to at least 10 
percent of the total loan fund. 

4. Processing and review of student loan applications. 

5. Svrhmission of periodic reports and statements of the loan fund operations 
to the Commisioner. 

6. Prenaration and maintenance of adequate and satisfactory fiscal controls 
and accounting procedures. 

7. Investiment of unused loan funds in accordance with the Commissioner's 
regulations. 

8. Comniiance with conditions and requirements prescribed by the Commis- 
sioner of Education. 


Office of Education responsibilities 

The principal functions of the Office of Education in connection with the loan 
program are as follows: 

1. Allotment among the States of annropriation for Federal capital contribu- 
tions to the institutional student loan funds. 

2. Develonment and promulgation of regulations, 

3. Nevotiation of agreements with institutions of higher education. 

4. Reouired professional and consultative services to institutions of higher 
education. 
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Program analysis of loan operations. 

Processing of necessary financial transactions. 
Preparation and publication of the annual report. 
Review of periodic reports of operations. 


DOIN 


TOTAL FUND REQUIREMENTS 


Mr. Tuomas. We have already gone into your item of $25 million 
and under your own terms, if you are going into this $25 million, that 
will not satisfy your loan "funds for this year. You say it takes $62 
million ? 

Dr. Derruick. We are not convinced of that yet in the light of our 
present experience. We think that some of the institutions have over- 
ly estimated their needs, not deliberately, but because of lack of ex- 
perience. We want to be sure that we are not over “appropriating for 
this program. 

Mr. THomas. You would rather underappropriate than overappro- 
priate ? , ; 

Dr. Derrick. No; if we made a mistake—— 

Mr. Tuomas. If you overappropriate, the money stays in the re- 
volving fund, does it not? 

Dr. Derruick. That is true, but we could expect to come back if we 
had further needs. 

Mr. Tuomas. You know it is not so easy to get back in here again. 
We let people in here one time and after that one time it is not ‘so 
easy to get back in. 

Dr. Derrick. The 1960 money will be available pretty soon now, 
in a very few months. 

Mr. THomas. Do you want to stay with your $25 million? 

Dr. Derruick. Yes, sir. 

Mr. Tuomas. No more? 

Dr. Derruick. That is right. 

Mr. Tuomas. If it is not enough, who will suffer, you or the chil- 
dren ? 

Dr. Derruick. We will all suffer but we believe that that is a good 
amount. 

Mr. Tuomas. How are you going to suffer? 

Dr. Derruick. When a child suffers, I suffer. 

Mr. Tuomas. I see, but you do not suffer quite as hard as he does, 
do you? 

Dr. Dertuick. It is a pretty big responsibility and something we 
have been debating for months. 

Mr. Tuomas. You could have helped us just a little bit more. We 
do not want to fuss at you and you do have a good justification, but 
I am looking at your green sheets and where is your second program ? 
Where does it begin? 

Mr. Huanes. Page 14, Mr. Chairman. 


ALLOTMENT OF FUNDS BY STATES 


Mr. Tuomas. Before we do that, let us put in the tables on pages 12 
and 13 in the record where you show how your loan fund is going to 
be divided. 

We perhaps should put in page 14 at this point, too. 

(The material referred to follows:) 
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2p SsEss.) 


Law 


864, 


857TH Cone., 


Allotments by States (including outlying parts of the United States) under title I], 


for loans to students in institutions of higher education ( 


1959) 


State 


Contine nt¢ tal Unite ny States 


Alabama... 
Arizona 


Cc puiene* 

Colorado 

Connecticut 

Delaware _ 

Florida 

Georvia. 

Idaho kx : 
a 
Indiana___-_- 

Rd ntsc va 
Kans*s..._. seins 
Kentucky. _.. 
Louisiana... 
Maine. 
M: aryland 


tigan_ Se beh 
Sines a 
Mississippi - - 
Missouri... 
Montana 
Nebraska. .-__. 
Nevada._- 

New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 





Ohio 
Oklahoma 
Orevon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas_. 

Utah 


Vermont 
Virginia 
Washington __- 
West Virginia 
Wisconsin 
Wyoming 
District of Columbia 
Outlying parts of the United States 
Alaska 
Canal Zone. 
Guam 
Hawaii 
Puerto Rico 
Virgin Islands 


ScrENCE, MATHEMATICS 


Mr. THomas. 
language instruction. 


Allotment 
| under initial | 
|p propriation| 


$6, 000, 000 | 
5, 950, O85 | 


RS, G25 
39, 705 
47, 553 | 
571, 699 
81,116 
83, 211 


, 456 








1, 347 
432 
171 

14, 465 

33, 500 


AND ForeiIGN LANGUAGE 


Allotment 


under supple- 


mental 
estimate 


$24, 500, 000 
24, 296, 181 


361, 887 | 
162. 130 | 
194, 175 | 


to 


334, 439 
331, 223 
339, 777 
47, 508 
434 
401, 349 
93, 141 
1, 248, ; 
711, § 
465, 381 
398, 
316, 344 
429, 262 
93, 339 
332, 
1, 019, 528 
1, 043, 
551, 860 
268, 351 
580, 110 
96, 159 
233, 822 


201, 042 
203, 819 
0] 


6906 


59, O65 


| 


fiscal year ending June 30, 


Total 


allotment 
requested 
for fiseal 
year 1959 


pos 


$30, 
30, 


to 


i) 


500, 000 
246, 266 








6, S48 
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3, 53K 
170, 293 


INSTRUCTION 


The next program is science, mathematics and foreign 





Y 
D 


cart 


Suy 


Pu 


eq 
lan 
of 


Fu 
fol 


pu 
mi 


In 


ONG., 


le II, 
re 30, 


tal 
nent 
sted 
1959 
00, 000 
46, 266 


50, 512 
01, 835 


M6, 138 


‘1, 150 





1) 


527 
ACQUISITION OF EQUIPMENT AND MINOR REMODELING 


You are asking for $82,560,000, That is a grant? 

Dr. DeRTHICK. Yes sir; it is matching and the money may be 
carried over a second year. 

Mr. Tuomas. That is right, and you pay half of the bill and the 
local institutions pay the other half? 

Dr. DerRTHICE. Or the State. 

Mr. Tuomas. What is the total authorization for this year ? 

Dr. DERTHICK. $70 million for grants and loans and $5 million for 
State supervision of instruction. 

Mr. Tomas. How much has been appropriated already ? 

Dr. Dertuick. $20,350,000. 

Mr. THoMas. That gives us a total of how much ? 

Dr. DERTHICK. $57,3! 50,000 for all of title 3. 

Mr. Tomas. That is very well set out in your tables here on the 


pages I just mentioned. 
Let us put in pages 14 and 15. 
(The pages referred to follow :) 


2. SCIENCE, MATHEMATICS AND FOREIGN LANGUAGE INSTRUCTION 
(a.) Acquisition of equipment and minor remodeling.—(1) Grants to States 
Supplemental estimate for fiscal year 1959____._.__________.-_-___. $32, 560, 000 
JUSTIFICATION OF ESTIMATE 


Purpose and scope of activity 

This activity provides grants to States for (a@) the acquisition of special 
equipment for use in providing education in science, mathematics, and foreign 
languages in public elementary and secondary schools and (6) minor remodeling 
of laboratory and other space for the use of such equipment. 


Funds authorized and distribution formula 

Public Law 85-864 authorizes $70 million per year for fiscal years 1959-62 
for both this activity and for loans to nonprofit private schools for the same 
purpose. The total estimated requirements for fiscal year 1959 amount to $56 
million. The proposed utilization of the total requested for both activities for 
fiscal year 1956 is outlined as follows: 


Fiscal year 1959 
Interim appropriation : 
Allotments promulgated by Commissioner : 


(a) For grants to States_________ sah __. $16, 720, 000 
(b) For loans to nonprofit, private se *hools (must be 12 per - 

cent of total amount authorized for grants and loans) 2, 280, 000 

Total, interim appropriation__- E ie 19, 000, 000 


Supplemental appropriations requested, 1959 : 
Proposed allotments : 


(a) Bor grants to States... 2... etd wieocieboceseoect | Ge, GG ROL 
(0) For loans to nonprofit, private sc hools.... el ot sooo etl ows 4, 440, 000 
Total, supplemental request, 1959.....--._------- 37, 000, 000 
Total, estimated appropriations, 1959_......--__-- 56, 000, 000 


Grants to States 
Two percent of the appropriated amount for each year is reserved by the 
Commissioner to make payments to the Territories and possessions, and 12 per- 


37458— 59 34 
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cent is reserved for loans to nonprofit private schools. State allotments are 
determined on the basis of a formula reflecting relative school-age populations 
of the States and the relative income per school-age child. Under a State's 
plan, its allotment would be used to pay one-half of the expenditures for approved 
State plan programs. 

Evidence of need 

Inadequate laboratory facilities, equipment, and teaching aids are common 
deterrents to effective teaching in science, mathematics, and foreign languages 

Studies indicate that not more than one secondary school in five has rooms 
adequately equipped for science teaching and that the most common problems 
affecting science teaching, other than a shortage of competent teachers, are 
physical facilities and equipment. Although there have been slight increases 
recently in the number of pupils studying science, program trends indicate a 
decreasing emphasis on laboratory experimentation by students. Improved 
laboratory equipment and facilities should provide a stimulus for the reversa] 
of this trend. 

A survey of high school mathematics teachers emphasized the need for such 
equipment as mathematical models, graph boards, filmstrips, and so forth. 

The conventional classroom does not provide adequately for the systematic 
oral practice which is essential in learning to speak a second language. Schools 
which have electronic equipment for developing aural-oral skills enthusiastically 
recommend in favor of the language laboratory. 

A survey for the school year 1957-58 revealed that only 60 high schools have 
laboratory equipment for drill in hearing and speaking the foreign language 
offered. Such equipment should be as much a part of good school facilities as 
the typing room, machine shop, or home economics room. An essential objective 
of foreign language study in today’s world is a high level of competence in 
understanding the spoken language and in speaking. 

State responsibilities 

Any State which desires to receive payments under this activity submits 
to the Commissioner of Education its State plan setting forth principally (1) a 
program under which funds paid to the State from its allotment will be expended 
solely for local elementary and/or secondary school projects, approved by the 
State educational agency for acquisition of laboratory and other special equip- 
ment, including audiovisual materials and equipment and printed materials 
(other than textbooks), suitable for use in providing education in science, 
mathematics, or modern foreign languages, and for minor remodeling of labora- 
tory and other space used for such materials or equipment; (2) principles for 
determining the priority of such projects in the State for assistance under this 
title and provision for undertaking such projects, insofar as financial resources 
are available. 

REQUESTS FROM STATES FOR GRANTS 


Mr. THomas. What has been the total amount of the requests made 
to date for this matching fund ? 

Dr. Derruick. We had 32 final State plans in plus some tentative 
plans. 

Do you have that Dr. Ludington ? 

Do vou have the total amount to date on this? This carries over a 
second year and it is pretty complicated. The States are working 
hard on their plans. 

Mr. THomas. You have a figure here of $61.6 million. 

Dr. Derruick. That is authorized for equipment. 

This $70 million is broken down as follows: 

$61.6 million for equipment 

Mr. Tuomas. I know that. Iam asking you now what has been the 
total amount of requests from States? What do you think that will 
be for this matching grant ? 

T have a figure here of $61.6 million to date. 

Mr. Hucues. That is the authorization for the grants to States. 
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Mr. Tuomas. That is right, but what has been the amount re- 
quested so far? ae 

Mr. Hucues. We will insert an exact figure in the record later. 

(The following information was subsequently supplied :) 


Requirements for 53 States which have shown intent to submit 


plans under title 3, fiscal year et a aa rae attic _.... $55,423, 738 
Requirements for 43 States which have thus far submitted tentative 
or final plans under title 3, fiscal year 1959___...._--_-_-.-----~-- 52, 010, 358 


Mr. Tuomas. Give me your best guess now. I do not find it here. 

Is it set out here ? 

Dr. Lupineron. $7,521,000 to date has been certified. 

Mr. Tuomas. I want to know the requests not approved. 

Dr. Luprnetron. By State estimates, that is $55,423,000. 

Mr. Tuomas. Please insert in the record a list of the States and 
their requests that make up this item of $55,400,000. 

(The following information was supplied for the record :) 


Allotments and requirements of States under title IJI of the National Defense 
Education Act of 1958, fiscal year 1959 





| 


| | Revised | Estimated re- | Estimated re 
| Allotment allotment | quirements for | quirements for 
State of initial including /|States reporting) States submit- 


appropriation|supplemental| intention to | ting final or 
participate | tentative plans 

















Aggregate United States. -__- } $18,070,000 | $50,630,000 | $55, 423, 738 | $52, 010, 358 
Continental United States... 17, 663,000 | 49, 483, 000 55, 100, 738 | 51, 900, 358 
Alabama. ; ; 506, 075 | 1, 448, 890 1, 805, 631 | 1, 805, 631 
Arizona... ptdadas Si. J 164, 099 | 444,712 | 152, 000 sake Y 
Arkansas --. 286, 565. | 805, 665 286, 565 | 286, 565 
California. - - | R98, 845 | 2, 503, 845 | 3, 389, 480 3, 399, 480 
Colorado he 188, 833 517, 613 669, 554 | 669, 554 
Connecticut. 154, 137 415, 350 539, 188 | 539, 188 
Delaware _ _- ; 45,913 | 96, 376 45,913 | 45, 913 
Florida 392, 920 1, 115, 983 1, 473, 066 | 1, 473, 066 
Georgia. - 587, 042 1, 680, 695 2, 192, 748 2, 192, 748 
Idaho 111, 170 288, 712 356, £86 356, 586 
Illinois 642, 202 1, 790, 776 2, 427, 726 2, 427, 726 
Indiana -- Jack 4f2, 097 1, 310, 126 1, 631, 002 | 1, 631, 002 
Iowa. 324, 414 917, 2 1, 162, 523 | 1, 162, 523 
Kansas 235, 328 654, | 833, 313 833, 313 
Kentucky : > 468, 546 La | 1, 750, 214 , 1, 750, 214 
Louisiana 473, 326 1, 358 473, 326 | 473, 326 
Maine 130, 240 433, 491 | 433, 491 
faryland , 272, 481 764, 74 950, 931 950, 931 
Massachusetts 352, 912 989, 57 1, 259, 733 | 259, 733 
Michigan 718, 192 2, 027, 2, 575, 185 575, 185 
Minnesota 386, 287 1, 099, 5 1, 394, 480 1, 394, 480 
Mississippi és pay 363, 458 1, 032, 2 L, GPO A ASL Lil Acs 
Missouri <a 395, 589 | 1, 120, 3%: 122, 3°8 123, 398 
Montana ; | 94, 937 240, 120, 000 120, 000 
Nebraska 172, 034 468, GON, 270 6, 270 
Nevada 35, 951 67, 78, 767 | 78, 767 
New Hampshire 76, 038 185, 174.243 | 174, 843 
New Jersey 358, 106 997, 547 1, 228, 007 | ; eae 
New Mexico 151,901 406, 109 511, 485 | 511, 485 
New York 1, 014, 6°2 | 2, 828, 551 3, 837, 618 | ; 618 
North Carolina 697, 782 1, 997, 744 2, 559, 388 | , 388 
North Dakota-- 113, 409 295, 310 364. 137 | . 137 
Ohio 796, 693 2, 245, 214 2, 790, 446 | 446 
Oklahoma.... 306. 437 864, 237 1, 115, 296 | 296 
Oregon 190, 362 522, 120 552, 292 | 292 
Pennsylvania é 1, 001, 295 | 2, 831, 421 3, 761, 425 | 425 
Rhode Island _. _- " i; R2, 122 203, 095 80, 000 | a 
South Carolina... as | 399, 915 1, 139, 748 1, 424, 685 | 1, 424, 685 
South Dakota... J | 116, 262 303, 721 375, 849 | 375, 849 
Tennessee......_....- es anh aces | 517, 382 1, 481, 260 1, 845, 971 1, 845, 971 
Texas. 1, 168, 638 3, 332, 985 4. 194, 710 | 4) 194. 710 
UO a ant en x 143, 628 384, 377 475, 471 | 475, 471 
Vermont : : 66, 350 156, 610 135, 000 
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Allotments and requirements of States under title III of the National 
Education Act of 1958, fiscal year 1959—Continued 


Defense 


Revised Estimated re- | Estimated re. 








| Allotment allotment quirements for | quirements for 
State | of initial including |States reporting! States submit. 

| appropriation|supplemental| intention to ting final or 

} a participate tentative plans 
Virginia. ; : sol $489,577 | $1, 397, 7! 52 (1) } ) 
Washington__- 261, 284 731, 152 $276, 000 $276, 000 
West Virginia___ =e c% 319, 031 | 901. 34 875, 652 | 875, 652 
Wisconsin _-_. ‘ 415, 448 1, 180, 321 320, 000 
Wyoming 55, 286 124, 000 150, 000 150, 000 
District of Columbia aCe Lie 5: oe 58, 447 133, 317 32, 000 32. 000 
Outlying parts of the United States oa 407, 000 1, 147, 000 323, 000 110, 900 
Alaska satethta-a- 3EGt~osbe 19, 000 49, 000: | 19, 000 
Canal Zone... iaenatadta Sia eid Mina ae 19, 000 49, 000 2 i 
Guam... sSlasesced 19,000 | 49, 000 | 60, 000 
Hawaii--- ; hi ae al 52, 994 147, 919 110, 000 110, 000 
Puerto Rico eg Ae . 2 278, 006 | 803.081 | 130. COO 
Virgin Islands-_- piedd earn tiled beet 19, 000 | 49, 000 4,000 

' ' 
1 No report. 2 Ineligible. 


TOTAL FUND REQUIREMENTS 


Mr. THomas. You will have $56 million ? 

Dr. Dertaick. $57,350,000. 

Mr. Tuomas. I have a total estimated appropriation f 
$56 million. 

Dr. Derrutcx. That is right. That includes grants and loans, 
but $1.850,000 is for grants to the States for supervision and admin- 
istration, and that makes the total I gave you. 

Mr. Tuomas. That is $1.5 million for supervision. The total 
amount requested so far is $55,400,000, as of what date? 

Dr. Luprneton. February 24. That does not include the State 
of Virginia. 

Mr. Tromas. What do you think it will be for the entire needs? 
Are you still getting plans? 

Dr. Derruick. We are still receiving plans. 

Mr. Tuomas. Up until a week or 10 days ago you had requests 
of $55.400,000 for matching funds for equipment. 

What do you think the entire figure will be for the entire fiscal 
year 1959? 

Mr. Ketiy. Mr. Chairman, this estimated $55 million ineluded 
all but one State. 

I would like to call your attention to the fact that this only relates 
to grants to States, not to the total $56 million. The $49,280,000 
related to grants to States. That does not cover the request for 
nonprofit private schools that are authorized to request loans for 
equipment. 

“Mr. Tuomas. The grant figure does not cover the nonprofit private 
schools? 

Mr. Ketty. No, sir; it excludes loans. 

Mr. Tuomas. What is that figure, $3.5 million ? 

Dr. Derruick. The loan figure is $2,280,000 appropriated, $4,480,000 
in addition is requested, for a total of $6,720,000. 

Mr. Tuomas. That is a part of the program; $2.280,000 has been 
appropriated heretofore and now you want to increase that by 
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$4,480,000. That bears what rate of interest? There is no grant in 
it and that is for private, nonprofit schools? 

Mr. Ketty. Yes, sir. 

The rate of interest is 35% percent. 


NATIONAL DEFENSE FELLOWSHIPS 


Mr. THomas. What is your next program ? 

Dr. Derruick. National defense fellowships which begins on 
page 2d. ; 

Mr. Tuomas. Let us put in pages 25 to 28, inclusive. 

(The pages referred to follow :) 


3. NATIONAL DEFENSE FELLOWSHIPS 
Supplemental estimate for fiscal year 1959__-.-_________-____-___- $4, 500, 000 


JUSTIFICATION OF ESTIMATE 


Purpose and scope of activity 


The National Defense Education Act in title IV provides for the expansion 
of graduate education. The aid-to-graduate education will consist of payments 
to a number of institutions of higher education to expand their graduate pro- 
grams and to initiate new programs. Fellowships will be awarded by the Com- 
missioner to students enrolled in these programs. 


Funds authorized 


The aid-to-graduate education is intended for new programs and expansions 
of existing programs which further the objective of graduate training of college 
and university level teachers and of promoting a wider geographical distribution 
of facilities for such training. Thelaw authorizes: 

1. During fiscal year 1959, 1,000 fellowships to graduate students and 1,500 
additional fellowships during each of 3 succeeding years, each fellowship to be 
for a period not exceeding 3 years. A fellowship will carry a stipend of $2,000 
for the first year, $2,200 for the second year, and $2,400 for the third year, plus 
an additional amount of $400 for each dependent each year. It is estimated that 
the average stipend fer the fellowships will amount to $3,000 for continuation 
fellows and $2,800 for new fellows in the fiscal year 1960. 

2. Payments to institutions that enroll the holders of fellowships, not more 
than $2,500 each academic year, as the Commissioner of Education may deter- 
mine to constitute that portion of the cost of the new graduate programs or the 
expansion of an existing graduate program which the student is pursuing, which 
is reasonably attributable to the holder of the fellowship. It is estimated that 
the payments to the institutions for each fellowship holder will be $2,500 in 
the fiscal year 1959. 


Institutional responsibilities 


An institution wishing to participate in the aid-for-graduate education submits 
to the Commissioner of Education a plan for a new program or the expansion 
of an existing program, including the number of fellowships to be awarded and 
the cost of the new program or the expansion of its existing program which is 
attributable to each fellowship holder. The institution provides instruction and 
necessary equipment, nominates the fellows, and makes the required reports on 
its operations. 


Office of Education responsibilities 


The Office of Education provides regulations and instructions for the guidance 
of the institutions, approves criteria for approving programs and for awarding 
fellowships. receives and reviews applications for funds, makes payments to 
institutions, and gives general direction and supervision to the administration 
of title IV. An advisory committee composed of outstanding experts in the 
field of graduate education will advise the Commissioner on the merits of 
the programs proposed and on needed geographical distribution of facilities for 
graduate education. 
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Evidence of need 


One great need of the Nation is for increasing the numbers of highly trained 
persons produced by the graduate schools of the colleges and universities, There 
is a special need to increase the graduates to meet the critical shortage of 
teachers in the colleges and universities today. The number of persons With 
the degree of doctor of philosophy (the standard degree for college teachers) 
who enter teaching is decreasing, with serious results to the instruction in 
the institutions. For example, a recent study reported by the National Educa- 
tion Association found that among 829 colleges and universities in 1956, a tota) 
of 1,196 teaching positions remained unfilled. In 1953-54, 40 percent of a) 
college teachers held doctoral degrees, but in this same year only 31 percent 
of new college teachers had such degrees. Three years later this figure has 
dropped to 23 percent, which represented a serious loss indeed. The number 
of persons being graduated with doctoral degrees, all too few to meet the 
demand for them, is eroded away and drained off into other fields of work 
than teaching. 

Only some 160 institutions of higher education now confer earned doctoral 
degrees. About 60 of these confer fewer than 10 degrees each, while between 
25 and 30 award more than 100 each. To be more specific about the Ph. D. bottle- 
neck, in 1956-57 5 universities awarded 22 percent of all the country’s Ph. D,’s, 
10 accounted for 38 percent, 15 for 47 percent, and 20 for 55 percent. 

Thus, there are left about 75 institutions conferring between 10 and 100 de. 
grees. These 75 provide a considerable potential for sharply increasing the 
output of graduate, doctoral degrees. With some financial assistance to these 
institutions and financial aid to graduate students, graduate education in these 
institutions could be materially expanded. Further, with help a number of in- 
stitutions now conferring master’s degrees could move up into the Ph. D. field. 

On November 10, a general letter of information on the program was sent to 
all college and university presidents asking them to state how many programs 
and fellowships they were considering proposing for approval. Applications 
were received December 31, 1958, from 169 institutions (in 1957-58 about 165 
institutions awarded the Ph. D.). These proposals of new or expanded pro- 
grams in graduate schools amounted to 1,040, involving 6,000 fellowships. A 
12-man committee of distinguished scholars reviewed these proposals and, out 
of the many approvable provisions submitted, recommended approval by the 
Commissioner of 277 programs which would use 1,000 fellowships. Many will 
deal with frontiers of knowledge in physics and chemistry, some with basic liberal 
disciplines such as history, literature, and philosophy, while others recognize 
local needs such as watershed management, petroleum geology, ete. All repre- 
sent the need and capacity to produce college teachers in many diverse and im- 
portant fields and in a balance and proportion suited to the country’s all-around 
needs. 


Program accomplishments and needs in 1959 

An initial appropriation of $800,000 was made available for fiscal year 1959 
to begin the graduate fellowship program. The Office of Education held a series 
of conferences with deans of graduate schools, members of National Educational 
Associations, and other leaders in the field of graduate education to develop 
fundamental principles and procedures to implement the law. Regulations are 
being issned and applications and instructions were sent on December 1, 1958, 
to eligible institutions. An advisory committee to advise and consult on pro- 
posed institutional programs was established under the Commissioner’s authority. 

By December 31, 1958, 169 colleges and universities had submitted 1,029 de- 
tailed proposals for new graduate programs or for the expansion of programs 
already in operation. The advisory commiftee assisted in the review of the 
applications and recommended programs for approval. Letters of award on 
the 160 fellowships which ean be financed from the $800,000 currently available 
will he mailed out to 48 institutions in the first week in February. 

Although 1.000 fellowships have been authorized in the law and a substantial 
number of programs (over 300) have been found distinctly approvable from 
those submitted by the 169 institutions, only 160 fellowships can be financed 
at this time from the $800,000 currently available in fiscal year 1959. A supnle- 
mental appropriation request is herewith submitted in the amount of $45 
million to provide the remaining 840 fellowships authorized in the law. 

These sums will be obligated in the current fiscal year with respect to the costs 
to be inenrred by the institutions in carrying out the programs during the suc- 
ceeding fiscal year. Fellowships will be awarded for periods not in excess 
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of 8 academic years, but payments for succeeding fiscal years will be subject 
to the availability of funds. Fellowships are awarded by institutions in the 
spring, usually April, preceding the academic year in which they will be used 
py the recipients and such an arrangement will be followed for the fellowships 
rovided in accordance with the act. Thus, it is important that funds be pro- 
vided in fiscal year 1959, so that selections can be made, institutional programs 
ean be arranged, and awards granted, to assure operation of the program in the 
ensuing year. 

Under the generally accepted policy, the Association of Graduate Schools 
offers fellowships around April 1, and require the student to accept or decline a 
specific award by April 15. In order that the new national defense fellowship 
program be properly geared into accepted academic practices, it is desirable 
that funds be available for the remaining 840 fellowships as early as possible. 
Eeplanation of requirements 

It is essential that supplemental funds be appropriated in this fiscal year to 
enable the Commissioner to award the fellowships which will be effective the 
next academic year. A supplemental appropriation of $4,500,00 is requested 
for fiscal year 1959 which will be utilized as follows: 


New fellowships 


850 new fellowships at average of $2,800 each___.________-_---__-- $2, 380, 000 
Institutional administrative costs attributed to 850 fellows at aver- 

EE NONE, Sa I os ce epereaet ok aerg hiemareshbeee aaa a mene 2, 120; 000 

tel: POGuett a ae eee eee eu e bee eee 


Mr. Tuomas. I have a note here where you multiply 5,500 by $1,000 
and it comes out $5.3 million. 

Isee that you have a pretty expensive program. 

It is all grants, no loans. 

The grants to the fellow come to about $2,800 per year. The uni- 
versity he goes to gets $2,500 per year and you want a thousand fel- 
lowships and $4.5 million ? 

Dr. Derruick. That is correct; exactly right. 

Mr. Tuomas. Payments to institutions that enroll the holders of 
fellowships, not more than $2,500 per year to the school. 

Dr. Derrutck. That is to help the school cover the extra costs of 
taking these people. 

Mr. Tuomas. You are not helping the school, you are paying per- 
haps all of the costs plus a little bit more, are you not 

Dr. Derruick. Our figures indicate that $2,500 will not cover the 
actual costs to the institution. 

Mr. Tuomas. Is that for looking toward a Ph. D/ 

Dr. Derruick. That is right, looking toward the upper graduate 
level. 

I might say that this entire program is ready to go right now and 
for the initial appropriation we awarded 150 fellowships to 48 col- 
leges. We have a total of 125 universities involved and 800 are ready 
to go out of 6,000 submitted. 

Mr. Tuomas. I have some figures here that show you need 840 
additional fellowships. 

Dr. Dertuick. Yes, sir. 

Mr. Tuomas. You only have 160 in now? 

Dr. Derruick. It is actually 150 in now and 850 to go. Please cor- 
rect that figure. 

Mr. THomas. How many schools? 
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Dr. Derruick. A total number of participant schools for the 1,000 


fellowships 
the 150 now 


Mr. 


PROPOSED FELLOWSHIPS 


authorized would be 125; a total number of schools for 
approved would be 48. 


Tuomas. Put in the record at this point a list of the schools 


and the amount of money and the amount of fellowships for each one, 


by States. 


Dr. Dertuick. Yes, sir. 
(The information follows :) 


Proposed graduate fellowships title IV, N 


State 


PN Set SecicagGcudces deste | 


Arizona..-.- 
Arkansas 
California-.. 


Colorado. - 


Connecticut. 
Delaware_. 
District of Columbia 


Florida... 


| ee eee 


Hawaii 
Idaho 
Illinois 


Indiana 


Iowa 
ee can 
Kentucky -_-...-.-. 
Louisiana 


Maine.. 
Maryland 


Massachusetts 


Michigan 


Minnesota 
Mississippi 








of 1958 


Institution 


*Alabama Polytechnic Institute 
University of Alabama----.........-- 
“University of Arizona 
*University of Arkansas 
*University of California (Berkeley) 
University of California (Davis 
University of California (Los Angeles) 
Claremont Graduate School-- 
Occidental College 
University of Southern California. 
*Stanford University -- -- 
*University of Colorado 
*Colorado State University 
University of Denver ---- 
University of Connecticut 
*University of Delaware-. 
American University... 
*Catholic University 
*Howard University 
Georgetown University. -- 
George Washington University. 
*Florida State University - 
University of Florida__- 
University of Miami__- 
*Emory University -- 
Georgia Institute of Technology 
University of Georgia. - 
*University of Hawaii 
*University of Idaho 
University of Chicago 
Illinois Institute of Technology 
University of Illinois -- 
Loyola University 
*Northwestern University 
South Illinois University 
*University of Indiana 
Notre Dame University 
Purdue University 
State University of lowa 
Iowa State College 
*Kansas State College 
University of Kansas 
*University of Kentucky 
University of Louisville 
Louisiana State University 
*Tulane University 
University of Maine 
*Johns Hopkins University 
University of Maryland 
Boston University 
Brandeis University 
University of Massachusetts 
Worcester Polytechnic Institute 
Massachusetts Institute of Technology 
*University of Michigan 
Michigan State University 
Wayne State University 
University of Minnesota 
Mississippi State College 


| *University of Mississippi 


‘ational Defense 
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Act 


Number of 
fellowships 
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‘ 
0 , one , J ; 
3000 Proposed graduate fellowships title 1V', National Defense Education Act 
for of 1958—Continued 
Number of 
State Institution fellowships 
to be awarded 
ools wer aa 
Missouri. ..-----.-------------| *University of Missouri---.-...--..--- ébtelne site mith peSeer 10 
one, ’ *St. Louis University eo eee ke seve teaenie ci 5 
| Washington University ; , dauniemanl 12 
Montana. -------- LF waltdat *Montana State University . » 12 
Nebraska “ ; University of Nebraska 3 . ’ 2 be 8 
Nevada Sis None 
New Hampshire do 
New Jersey Rutgers University 9 
Stevens Institute of Technology 3 
New Mexico ES *New Mexico State University 5 
, University of New Mexico ‘ 7 
New York Alfred University 4 
> ’ Brooklyn Polytechnical Institute s 
er of University of Buffalo 3 
hips Cornell University 11 
arded New School for Social Research 4 
*New York University = 3 
_— Rensselaer Polytechnical Institutite a 1 
8 University of Rochester___.._......-- = 8 
ll Une aSeniagren Seminary 5 
. olumbia 3 
i North Carolina *Duke University 15 
13 North Carolina State University ‘ 15 
2 *University of North Carolina 13 
15 / North Dakota A University of North Dakota 4 
9 *North Dakota Agricultura! College 4 
9 ae =555 ; University of Cincinnati 4 
8 Ohio University 10 
18 Western Reserve 3 
12 Oklahoma . Oklahoma State University 15 
7 *University of Oklahoma 12 
5 Oregon. ...-.- mba _— Oregon State College 6 
14 Oregon State College and Linfield College on 3 
5 *University of Oregon jabeddi tate . 18 
5 Pennsylvania_._.........--. Bryn Mawr... hqansanthpocbwinpasnlss 3 
2 Carnezie Institute of Technology-_-_. a 3 
3 Dropsie Colleze 3 
5 Lehigh University - -_- : 1 
8 *Pennsylvania State University 8 
20 University of Pennsylvania 11 
4 *University of Pittsburg! we 3 
7 Rhode Island__..-- *University of Rhode Island. ini 4 
9 Brown University oo 8 
7 South Carolina Clemson 8 
6 *University of South Carolina 3 
8 South Dakota . a .| South Dakota State University 7 + 
15 Tennessee - -- Cabs *Geo. Peabody Teachers College 7 
S University of Tennessee i. 12 
3 *Vanderbilt University 16 
13 ON et te, eatin auagey side Dane Ce ean Os cin bncilgde winhin wb euaciboades 
4 Rice Institute 5 
8 *University of Texas.- 10 
4 Texas A. & M 12 
20 University of Houston 4 
6 Texas Technological College 3 
7 Utah. ... . Brigham Young University l 
‘ University of Utah 14 
2 *Utah State University 4 + 
9 Vermont a *University of Vermont 5 
14 Virginia. peek Virginia Polytechnic Institute 9 
13 *University of Virginia_. 17 
2 Washington____.___-- | State College of Washington i 7 
8 *University of Washington... 4 20 
19 West Virginia. __ *West Virginia University 4 
10 Wisconsin___.........-_. University of Wisconsin 6 
9 Wyoming. - . 4 *University of Wyoming 4 4 
7 On DI. 0s vs aesmne ate ombceemman b cclnsteniey wan etiam whales Aa fo alia umpiecaliniccs 1, 000 
3 oe a asad a 
10 
l 
4 *Initial fellowship awards approved. 
S 
9 . . ; ‘ 
3 Dr. Derrnick. We have one of the most urgent problems in Ameri- 
i | can education here. 
ll 
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EXTENT OF PROGRAM 


Mr. Tuomas. You are really getting your foot in in a big way jy 
the matter of the Federal Government going into the field of edy. 
cation right here. 


1. One thousand fellowships to graduate students during fiscal year 1959 
and 1,500 additional fellowships during each of 3 succeeding years, each fel. 
lowship to be for a period not exceeding 3 years. A fellowship will carry 
stipened of $2,000 for the first year, $2,200 for the second year, and $2.409 
for the third year, plus an additional amount of $400 for each dependent each 
year. It is estimated that the average stipened for the fellowships will amount 
to $3,000 for continuation fellows and $2,800 for new fellows in the fiscal year 
1960. 


Let me read a little more of this: 

2. Payments to institutions that enroll the holders of fellowships, not more 
than $2,500 each academic year, as the Commissioner of Education may deter. 
mine to constitute that portion of the cost of the new graduate programs or 
the expansion of an existing graduate program which the student is pursuing, 
which is reasonably attributable to the holder of the fellowship. It is estimated 
that the payments to the institution for each fellowship holder will be $2,500 
in the fiscal year 1959. 

That is the outside amount. How much will be the amount that 
you actually are going to pay 

Dr. Derriick. $2.500 becs ause we have found that their costs 
amount to considerably more than $2,500. 

Mr. Tuomas [reading]: 


These proposals of new and expended programs in graduate schools amounted 
to 1,040 involving 6,000 fellowships. A 12-man committee of distinguished 


scholars reviewed these proposals and, out of the many approvable provi- 
sions submitted, recommended approval by the Commissioner of 277 programs 
which would use 1,000 fellowships. * * * 

How many schools are involved in the 277 programs? 

Dr. Derruick. 125, 

Mr. THomas. What are you going to do with the other 5,0007 Are 
they qualified and are you going to select them ? 

Dr. Derruick. The head of this program tells us, and also the 
advisory committee, that these candidates are of excellent quality. 
We feel that when we take 1,000, which is the most that we can take 
out of the 6,000, we have the cream of the crop. 


SELECTION OF CANDIDATES FOR LOANS 


Mr. Tuomas. Who is doing the selecting and the testing? 

Dr. Derruick. The institutions, of course, make the original se- 
lections and evaluations. However, they send their papers to the 
advisory committee, which is composed of distinguished leaders and 
they review them. 

Mr. Tuomas. Here in the central office or where ? 

Dr. Derrnick. No: these people are from the institutions, repre- 
sentative people, and they come here to W wahtngton and hold a meet- 
ing and go over the work but the institutions make the selections. 

Mr. Tuomas. Do you have any control over it? Does the Depart- 
ment of Education have any control over it? 

Dr. Derrick. Over the nominations for this program; no, sir. 

The Commissioner is given the responsibility for final approval 
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but the Commissioner is going to lean on all of these institutions that 
do this work and on their advisory committee. 

Mr. Tuomas. What standards did you set up for the institutions? 
Did they have open, competitive examinations that they gave or does 
this Department go out and pick its favorite, or what? 

Dr. Baspiner. The institution assumes the responsibility for nomi- 
nating to the Commissioner the individuals who are to receive the 
fellowships. They are prohibited from applying unreasonable stand- 
ards in the selection but essentially the institutional standards would 
apply. 

Mr. Tuomas. I imagine your confidence is not going to be betrayed 
one time in a blue moon. They are going to pick the right man. 

However, the human equation is there and I im: igine you are going 
to get top fellows. 

On other programs we know of the old Princeton board set the 
examination, graded the papers, and they passed on it. 

I do not know whether this is any better or any worse. 

Dr. Derruick. Just a comment on this program, 

Only about 3,600 Ph. D.’s are turned out each year, and only 160 
institutions have available programs to produce Ph. D.’s. With col- 
lege enrollments doubling mm the next 10 years, you can see what we 
are up against. 


GUIDANCE, COUNSELING AND TESTING 


Mr. Tuomas. Next is “Guidance, counseling, and testing.” Let us 
5 
put in pages 29, 30 and 351 at this point. 
(The pages follow :) 


4. GUIDANCE, COUNSELING AND TESTING 


(a) Grants to States 


Supplemental estimates for fiscal year 1959_.---_--~-~- _..______ $2, 000, 000 


JUSTIFICATION OF ESTIMATE 


Purpose and scope of activity 
This activity provides grants to State educational agencies to assist them in 
establishing and maintaining programs of testing, guidance, and counseling in 
public secondary schools. 
Funds authorized and distribution formula 
The National Defense Education Act of 1958 authorizes $15 million per year 
for fiscal years 1959-62 for this activity. Funds appropriated for fiscal year 
1959 and estimated for fiscal year 1959 are as follows: 
Interim appropriation, fiscal year 1950... ---~--- neceebe 
Supplemental appropriation requested, fiscal year “1959- 


$5, 400, 000 
2, 000, 000 





enna: PERO 000 


Funds are allotted to States on the basis of the school-age population in each 
State in proportion to the total school-age population in all the States. There is 
no matching requirement for fiscal year 1959. In fiscal years 1960-62, funds will 
be distributed on a 50 percent matching basis. In those States where the State 
educational agency will not or cannot operate a testing program for the testing 
of such students, the Office of Education shall arrange for the testing of pupils 
in private secondary schools. The cost of these private school testing programs 
shall be met on a 100 percent basis in fiscal year 1959 and on a 50 percent match- 
ing basis in fiscal years 1960-62, out of each State’s allotment. Reductions in 
State allotments for private school testing programs will be made on the basis 


Total, estimated appropriations, fiscal year 1959_ 
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of private secondary school enrollment as a percentage of statewide secondary 
school enrollment. 


Evidence of need 


Early identification of the abilities of students provides counselors, teachers, 
parents, and the students themselves with information essential to planning 
secondary education programs, developing further educational objectives, and 
making career plans. In 1950, only 32.4 percent of the 1,200,000 graduates of 
high schools entered college in the fall of 1950 while an additional 11 percent 
continued their education on a part-time basis. 

One-half of the high school graduates who stood in the upper half of their 
classes did not go on to college on a full-time basis, and one-third did not go to 
college at all. Of students ranking in the upper 30 percent of high school gradu- 
ating classes, 40 percent did not go on to college on a full-time basis, and 1 in 5 
never enrolled in college. 

It is estimated that not more than one-half the high school students in the 
Nation are provided with the services of a well-rounded counseling program. 
Contributing to this situation is a severe shortage of qualified guidance personnel, 
While there is wide variation from school to school and from State to State in 
the distribution of counseling personnel employed, in the extent of counselor 
preparation, and in the number of students which each counselor must serve 
altogether the Nation’s schools now employ approximately 26,000 counselors, in- 
cluding both full-time and part-time personnel. However, in terms of full-time 
equivalents, there are only approximately 11,000. The best current estimates put 
the need at approximately 15,000 additional counselors in the public high schools 
alone, if these services are to be provided adequately. Yet, in 1956, only about 
2.500 graduate degrees were granted by institutions of higher education to serve 
all levels of education in guidance and personnel work. Also, it is known that 
not all of these entered education and that there is considerable turnover among 
counselors in secondary schools. The present yearly supply of adequately pre 
pared counselors is little more than enough to meet current replacement needs 

A total of 41 States employ some personnel charged with leadership and super- 
visory responsibilities in the fields of counseling and guidance. However, 


BL 


the 
State departments at this time generally are not staffed sufficiently to provide 
the professional leadership, consultative services, research, and publications 
which are required to promote the expansion and improvement of guidance sery- 
ices in the local schools as contemplated in the enactment of Public Law 85-864 
The 41 State programs employ a total of only 68 persons, counting both full-time 
and part-time personnel, who are responsible for giving professional leadership 
for these services. A recent survey of the State departments indicated that the 
difficulty in providing adequate guidance services, at both the State and local 
levels, is attributed to inadequate staff, both in numbers and preparation, and 
inadequate financial support for these services. 

A majority of the States have adopted certification standards for counselors 
and guidance personnel. At present 36 States, 3 Territories, and the District of 
Columbia have programs of counselor certification, 33 of which are mandatory 
and 7 optional. In a majority of the States these standards are minimum. Yet 
many. persons providing counseling services do not meet the minimums for 
certification. 

State responsibilities 

A State which desires payments under this activity must submit a State plan 
which sets forth— 

(a) A secondary school testing program which will identify students with 
outstanding aptitudes and abilities, such programs to include, if authorized 
by law, nonprofit private schools as well as public schools ; 

(b) A program of guidance and counseling in public secondary schools 
(1) to advise students of courses of study best suited to their abilities and 
aptitudes and (2) to encourage outstanding students to prepare for and 
enter institutions of higher education. 

The Commissioner approves any State plan which complies with the provisions 
of the act and the regulations established nursuant to it. It is the responsibility 
of the State to carry out the plan as approved. 
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Ofice of Education responsibilities 
The Office of Education is responsible for— 
1. Assistance to States in developing appropriate plans for implementing 
the program ; 
2. Review, evaluation, and approval of State plans ; 
3. Maintenance of records and reports on State programs of testing 
and guidance services ; 
4. Provision of professional consultant serviees to State and local school 
systems and counselor preparation institutions. 
In some States it will be necessary for the Office of Education to arrange for 
the testing of students in nonprofit private secondary schools. These arrange- 
ments are expected to involve contracts with professional testing organizations, 


GRANTS TO STATES 


Mr. Tuomas. Here on your “Guidance, counseling and testing, 
grants to States,” you say that is $2 million? 
~ Dr. Derruick. Yes, sir. 

Mr. Tomas. Do the States absolutely set up their own activities ? 

Tell us about this program, 

Dr. Derruick. The thing we are concerned about here is the great 
loss of our bright students who do not go on to college. Money is one 
factor but there are other factors and the one most pronounced is one 
of lack of interest, lack of understanding, lack of family concern. 

This program is designed to help identify those people along about 
the seventh, eighth, or ninth grade, and then to provide trained coun- 
selors to work with their teachers, their principals, and their families, 
and with them in a guidance program to orient them toward college 
and get them——— 

Mr. Tuomas. Who lays down this yardstick ? 

Dr. Derrnick. The States. 

Mr. Tomas. Is this a grant of 100 percent to the States? 

Dr. DerruicKk. The first year it is, but after that it is matching on 
a 50-50 basis. 

Mr. THomas. Have the States asked for this? 

Dr. Dertmck. They are asking for— 

Mr. Tromas. You have been in the school business a long time. 
Why have we not had it before ? 

Dr. Derruick. It is a very sad thing that we have not. The States 
have not been able to develop these programs. 

Mr. Tuomas. [ thought vou said the States were going to develop 
it and you are going to lay down the yardstick. 

Dr. Derruick. No, sir; the States are going to do it. 

Mr. Tuomas. If it is so important, why have not the States done 
it before ? 

Dr. Derruick. It is one of the deficiencies in American education 
that has not been met. 

Mr. Tuomas. It takes the Federal Government to tell the commu- 
nities and States how to run their educational systems ? 

Dr. Dertuick. It has not been done and in this—— 

Mr. Tiromas. You are an old schoolman. Why did you not do it in 
the great State of Tennessee ? 

Dr. Derrnick. We begged and pleaded for it and we finally got a 
little of it started in my own school system. We would have gotten 
along faster if we had—— 
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Mr. Tuomas. Would it have gone faster if the Federal Govern. 
ment had built some school buildings, too ? 

Dr. Derruick. We could have used some aid on school buildings, 

I happen to be from a more able district, but in the poorer dis- 
tricts of Tennessee, we could have used some help. 

Mr. Tuomas. When you find this good student, you mean that this 
bright student is going to take somebody to tell him that he is bright 

Dr. Dertiic<. Let us take the case of New York State where they 
took ia’ dindoos of similar family backgrounds and ability. They 
gave one of them guidance and counseling and testing and the other 
they did not. The one they gave guidance e and counseling and test- 
ing to went on to college and about 15 or 20 percent more went to 
college and made honor grades in all ways 

Mr. Tuomas. This program is for B and C students. 

It is mainly the C students, is it not ? 

Dr. Derruick. It helps all students. 

Mr. Tromas. You are not looking for that bright, scientific mind 
here? He will stand out anyway, will he not ? 

Dr. Derrick. Unfortunately about 200-—— 

Mr. Tuomas. What has this to do with national defense ? 

Dr. Derrutck. About 200,000 of these bright minds have stopped 
short. of the goal of graduation. 

Mr. Tomas. You are not going to be able to do much about that 
sitting in Washington. 

Dr. Dertuick. We think the local school boards— 

Mr. Tromas. Do you not think we are in a better position to know 
that than this—— 

Dr. Derruick. They are taking advantage of this opportunity. 

Mr. Tuomas. You think that $2 million is going to re: sally do the 
job? 

Dr. Derruick. We think that a total of $7.4 million 

Mr. Tuomas. What has this to do with national defense anyway? 

Dr. Derruick. The whole business of trained manpower. As I say, 
we are losing a quarter of a mililon of our best minds a year, and 
60,000 drop out of high school before graduation, and 200,000 do not 
go on to college. 

Mr. THomas. How are you going to keep them in college on 10, 15, 
or 50 million, if they do not want to go? 

If the local community and the local schoolteacher cannot do it, 
and the board of trustees and the church and everybody else cannot, 
how is this Board in Washington going to do it ? 

Dr. Dertuick. We are going to strengthen the States and the local 
communities and when they get at these youngsters in the seventh 
grade with their parents, we know, ond we have demonstrated— 

Mr. Tuomas. Ten million or fifty million is not going to strengthen 
the States. You cannot strengthen the States with a few Federal 
dollars. There is something that dollars will not buy which you are 
trying to do now. 

‘Why do you not recognize it? 

Dr. Derrnick. We are trying to put people in there with know-how 
to go into the homes where they have no college tradition and let 
them know that they have a very bright youngster here and and 
encourage him. 
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Mr. THomas. You mean to tell me that that family does not know 
it without Federal dollars coming in there? 

Dr. Dertuick. They do not know it without this kind of service. It 
jstragic the kind of losses we have. 

Mr. Tuomas. Doctor, you say you are from Tennessee ? 

Dr. Derruick. Yes, sir; the mountains of Tennessee. 


INSTITUTES FOR COUNSELING PERSONNEL 


Let us put in page 36. 
(The page follows:) 


4. GUIDANCE, COUNSELING, AND TESTING 


(b) Institutes for Counseling Personnel 


Supplemental estimate for fiscal year 1959 _...... $1, 000, 000 


JUSTIFICATION OF ESTIMATE 


Purpose and scope of activity 

The National Defense Education Act, in title V, part B, authorizes the Com- 
missioner of Education to arrange, by contracts with institutions of higher 
education, for the operation by them of short-term or regular-session institutes 
for the provision of training to improve the qualifications of personnel engaged 
in counseling and guidance of students in secondary schools, or teachers in such 
schools preparing to engage in such counseling and guidance. 

These training institutes are essential to the accomplishment of the purposes 
of title V, part A, section 503(a) (2) in that increased numbers of professionally 
competent counseling and guidance personnel are a prime necessary in estab- 
lishing and improving programs of counseling and guidance in the secondary 
schools of the States. Current, provisions for the professional preparation of 
counseling and guidance personnel in educational institutions are insufficient 
to meet present demands. Furthermore, the facilities which do exist vary 
greatly in quality and amount of training provided, and are unevenly distributed 
by geographical area of the country. Operation of this part of the act will 
enable educational institutions to expand existing programs or to initiate new 
programs. Provision is made through a stipend program to encourage and en- 
able trainees to attend, and thus qualify to meet urgent national! needs. 

Provision is made for preparation of counselors in regular session and short- 
term summer-session institutes through direct contract by the Commissioner 
with institutions of higher learning. Contracts will be negotiated on a fair 
and reasonable cost basis. Funds are to be used (1) to defray the cost of in- 
structional, administrative, and clerical personnel; (2) to cover the cost of 
supplies, equipment, and travel needed for the operation of the institutes; and 
(83) to pay stipends to eligible institute enrollees. In some instances the insti- 
tutes’ funds will be used to expand already existing teaching programs and in 
other instances to establish programs in institutions of higher learning where 
they do not now exist. 

Mr. Tuomas. What is this, administrative costs? 

Dr. Derruick. No, sir. That is to provide institutes to train spe- 
cial people. 

Mr. Tuomas. You have to train the trainees now ¢ 

Dr. Derruick. That is right. 

Mr. Tromas. After you train him, he is going over and tell that 
student what he is missing ? 

Dr. Derruick. That is right. 

Incidentally, I might tell you that in 300 institutions they have 
applied for these institutes. There is that much interest. 

Mr. Tuomas. Is this all free the first year? 

Dr. Derruick. These institutes are ; yes, sir. 
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Mr. Tuomas, How come these folks are turning down this free 
money? Dothey know about it ? 

Instead of 300 you would have how many schools in the country? 

Dr. DerruricK. Not all schools are equipped to do this kind of work, 

Mr. Tuomas. You mean to tell me that we have been losing 200,009 
bright people ? 

They are in every part of the United States are they not? 

Dr. DerTHIcK. Surely, The students are in high school and—— 

Mr. Ketuy. These 300 institutes, Mr. C hairman, are institutes of 
higher learning that will conduct training programs for people to do 
counseling work. 


Mr. Toomas. The appropriation is $1 million ? 
Dr. Derruick. Yes, sir; supplemental. 


ADVANCED TRAINING IN Foretcn LANGUAGES IN AREA 


Mr. Tuomas. You want to go into your advanced training now, 
do you ¢ ' 

Dr. Derruick. Yes,sir. This is under title 6. 

Mr. THomas. Put pages 43, 44 and 45 in the record at this point. 

(The pages referred to follow :) 


ADVANCED TRAINING IN FOREIGN LANGUAGES AND AREAS 
(a) Training centers, (b) Institutes for language teachers, (c) Research 
Supplemental estimate for fiscal year 1959 : $4, 200, 000 


JUSTIFICATION OF ESTIMATE 


Purpose and scope of activity 

The National Defense Education Act in title VI makes provision for strengthen- 
ing and improving the teaching of modern foreitn languages. The financial 
assistance in the field of foreign languages is for three purposes: 

(1) To (a) arrange through contracts with institutions of higher education 
for the establishment and operation by them, during the period from July 1, 1958, 
to June 30, 1962, of centers for teaching modern foreign languages (and related 
subjects) for which the Commissioner determines (i) that individuals trained 
in such langnages are needed by the Federal Government or by business, indus- 
try or education, and (ii) that adequate instruction in such languages is not 
readily available in the United States, and (hb) to provide stipends including 
allowance for dependents and travel for advanced study upon reasonable assur- 
ance that recipients of such stipends will, on completion of such study, be 
available for teaching a modern foreign language in an institution of higher 
education or for such other service of a public nature as may be permitted in the 
regulations of the Commissioner. Any such contract may cover not more than 
50 percent of the cost of the establishment and operation of the center includ- 
ing grants to staff for travel in foreign countries and cost of travel of foreign 
scholars to teach in such centers. 

(2) Directly, or by contract, (a) to make studies and surveys to determine 
the need for increased or improved instruction in modern foreign languages 
and other area studies needed to provide full understanding of the areas, regions 
or countries in which such languages are commonly used, (0b) to conduct re- 
search on more effective methods of teaching such languages and other fields, 
and (c) to develop specialized materials for use on such training, or in training 
teachers of such languages or in such fields. 

(3) To arrange, through contracts with institutions of higher education, for 
the operation by them of short-term or regular session institutes for advanced 
training for individuals who are engaged in or preparing to engage in the teach- 
ing, or supervising of or training of teachers, of any modern foreign language 
in elementary or secondary schools and to provide stipends at the rate of $75 
per week and an allowance of $15 per week for each dependent. 
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Funds authorized 


The law specifies that such sums as may be necessary, not to exceed $8 million 
in any one fiscal year for centers, stipends, and research (part A of title VI), 
and not to exceed $7,250,000 in any one fiscal year for institutes and stipends 
(part B of title VI), are authorized to be appropriated to carry out the pro- 
yisions of the law for foreign language development. Payments to intitutions 
for foreign language institutes may cover all or any part of the cost, but 
those for foreign language and area centers May cover not more than 50 per 
centum of the cost. Payments for research and studies may cover all or any 
part of the cost. In fiscal year 1959 an initial $800,000 ($400,000 for each of 
part A and B) was allocated out of the original appropriation in order to begin 
the program, while a supplemental appropriation of $4.2 million is requested. 
Bvidence of need 

It is well known that as a Nation we are deplorably unprepared linguistically, 
either to defend ourselves in the case of war, or to exercise the full force of 
our leadership in the building of a peaceful world. Some 3 million Americans, 
including members of the Armed Forces and their dependents, are reported to 
be living, traveling, and working overseas each year. Few Americans avail- 
able for Oversea assignments have had any foreign language training. Most 
Americans who do study foreign languages start too late and stop too soon 
to become proficient in the use of the languages. 

Of the 24 languages of the world, each spoken natively by more than 20 million 
persons, Only Spanish and French are studied by an appreciable proportion of 
American high school students, Of the total enrollment in grades 9 through 12 
in the scheol year 1954-55, 7.3 percent of the students were enrolled in Spanish 
and 5.6 percent in French. Over half of our high schools offer no modern foreign 
languages at all, many of which are, of course, the smaller schools. 

On the basis of our latest available data (1954-55), less than 15 percent of 
the public high school population was studying any modern foreign language. 
It is estimated that not more than 15 percent of the 3 million students enrolled 
in our colleges and universities is studying foreign languages. Although a 
movement is underway to encourage the teaching of modern foreign languages 
in the elementary schools, and while some progress is being made, it is esti- 
mated that less than 1 percent of the current elementary school enrollment 
is receiving foreign language training. 

This situation must not be continued. The U.S.S.R. is moving ahead rapidly 
in language instruction, and its emissaries to foreign nations are able to speak 
the languages of those nations. This is in marked contrast with the competence 
of most Americans in similar situations. 

The 1957 teacher supply and demand report of the National Education Asso- 
ciation showed that only 1.4 percent of the total college graduates qualified 
to teach were in the field of foreign language. This was in contrast with 9.8 
percent in social studies and 6.2 percent in English. Moreover, the number 
of college graduates prepared to teach who have majored in a foreign language 
declined from 2,193 in 1950 to 1,525 in 1957, a decline of about 30 percent. The 
national supply of new high school teachers of foreign languages was reported 
as 25 percent short of the demand of 1956. 

A number of foreign languages spoken by millions of people such as Chinese, 
Arabic, Hindi, Farsi, Indonesian, and Swahili, are taught in only a very few 
centers in the United States. Today there are probably not more than 25 in- 
stitutions of higher education in the Nation that are suitable for the establish- 
ment of either foreign institutes or foreign language training and area studies 
centers. 

Great advances have been made in recent years in the development of various 
electronic devices for language instruction. These need to be evaluated, and 
continuous research and development are essential to reach new levels of effi- 
ciency in language instruction. 

Institutional responsibilities 


The responsibilities of the institutions will be to contract for foreign language 
institutes, foreign language and area centers, and for surveys, research, and 
the development of materials, and to carry out the terms of the contracts. It 
is assumed that the institutions would provide instruction, admit students, con- 


duct research, and make the required reports on their operations. 
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Office of Education responsibilities 

The Office of Education will provide regulations for the guidance of the jp. 
stitutions, plan effective programing of activities, receive and review regis. 
tration forms of interested institutions, contract with institutions to establish anq 
operate foreign language institutes and foreign language and area studies centers. 
provide advisory and consultative services to the institutions, develop a pro. 
gram of key research problems basic to the effective operation of centers and 
institutes and, directly or by contract, make pertinent studies and perform 
necessary research and experimentation, appoint the members of the advisory 
committee on foreign languages and area studies, and give general direction 
and supervision to the program. 


Mr. Hucues. Mr. Chairman, this is composed of three items, 

Mr. Tuomas. Training centers, institutes for language teachers, 
and research. You say the three of them make $4.2 million ? 

Dr. Derrnuick. That is right. 

Mr. Tuomas. How important is this now? 

Dr. Derruick. We think it is very important since our country js 
woefully behind in this matter. We do not have enough people trained 
to even do the job. 

Mr. TuHomas. Of what? 

Dr. Derruick. Of teaching foreign languages 


EpucATIONAL MepiA REsEARcH 


Mr. Tuomas. On which page do we find your next program ? 
Dr. Derruicr. Fifty. 
Mr. Tuomas. Let us put page 50 in the record. 


(P. 50 follows :) 


6. EDUCATIONAL MEDIA RESEARCH 


Supplemental estimate for fiscal year 1959__._._.___._______________ $1, 000, 000 


JUSTIFICATION OF ESTIMATE 


Purpose and scope of activity 

Title VII of the National Defense Education Act of 1958 authorizes an appro- 
priation of $18 million to support a 4-year program of grants-in-aid and contracts 
for “research and experimentation in more effective utilization of television, 
radio, motion pictures, and related media for education purposes.” 

An interim appropriation of $500,000 was made available for fiscal year 1959 
to cover the cost of providing initial aid, contracts, and payment for related 
services. An additional $1 million is now required to satisfy minimum needs. 

The expenditure of $1,500,000, one-half the total amount originally authorized 
for fiscal year 1959, would enable a small number of grants to be made and 
some contracts to be awarded for appropriate dissemination activities. It should 
be pointed out, however, that as of the date of this statement proposals have 
already been received calling for expenditures for research and experimentation 
in excess of $10 million. It is expected that within 60-90 days the Advisory 
Committee on New Educational Media may be faced with the prospect of assess- 
ing the merits of project proposals calling for the obligation of funds in excess 
of $20 million during fiscal year 1959. 


Funds authorized and distribution formula 


The 4-year program established for title VII authorizes a total appropriation 
of $18 million, $3 million to be expended in 1959 and $5 million for each 3 
subsequent years. 

Grants and contracts made for research purposes are arranged directly with 
those agencies, institutions, individuals, and organizations making application. 
There are no matching fund requirements as such although it is anticipated that 
the Advisory Committee on New Educational Media will be much interested in 
the degree to which individual projects receive local institutional support. 
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No set formula has been established for determining the amounts of money 
to be spent for purposes of dissemination as distinguished from support of re- 
search projects. It is currently expected that dissemination activities will in- 
urease during the next 4 years and that some activities may require additional 
sums once initial planning has been accomplished, e.g., installation of a new 
educational media research information service. 

Mr. THomas. What are you going to do here? 

Dr. Derruick. We are going to do demonstrations and experimen- 
tation to show how—— 

Mr. Tuomas. Is this a grant-in-aid program / 

Dr. Derruick. No, sir; it is a grant program. 

Mr. THomas. One hundred percent Federal money ¢ 

Dr. Derruick. That is right. 

Mr. Tuomas. How much do you have now? 

Dr. Dertuick. $500,000. 

Mr. Tuomas. This 4-year program authorizes an appropriation 
of how much ¢ 

Dr. Derruick. $3 million the first year, and $5 million succeeding 
years. 

" Mr. THomas. $18 million ? 

Dr. Dertuick. Yes, sir. 

Mr. THomas. What are you going to do with it? 

Dr. Dertuick. Develop—— 

Mr. Tuomas. Research and experimentation, you say— 

In more effective utilization of television, radio, motion pictures, and related 
media for educational purposes. 

Can you not get those four great institutions to pay for this, or in- 
dustry to pay this bill? They are going to sell an awful lot of equip- 
ment. Will they not give us a little help? 

Dr. Derruick. We are not buying equipment with this money. We 
are doing research and demonstrating better methods. 

Mr. Tuomas. Have not these industries already done some research ? 

Dr. Derruicx. In the use that we can make of the mass media com- 
munication. For example, we have an advisory committee here and 
one of the first grants—— 

Mr. THomas. What does this have to do with national defense ¢ 
What is the urgency of this? This country has been doing pretty 
well in the educational field about 175 or 180 years. 

When was Harvard set up anyway ? 

Dr. DerruicK. 1636. 

Mr. THomas. That was a long time ago, was it not? We have 
been doing pretty well, have we not ? 


GRANTS TO STATES FOR STATISTICAL SERVICES 
What is your next one, please ¢ 
Mr. Hueues. “Grants to States for statistical services.” 
Mr. Tuomas. You request $600,000, 
Let us put page 53 in the record. 
(The page referred to follows:) 
8. GRANTS TO STATES FOR STATISTICAL SERVICES 


Supplemental estimate for fiscal year 1959__________ Ss debied de _. $600, 000 
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JUSTIFICATION OF ESTIMATE 


Purpose and scope of activity 


This activity provides grants to State educational agencies for the purpose of 
assisting States to improve (@) the adequacy and reliability of educationa} 
statistics provided by State and local reports and records, and (b) the methods 
and techniques for collecting and processing educational data and disseminating 
information about the condition and progress of education in the States. 


Funds authorized and distribution formula 


Grants are authorized to any State under this section for one-haif the cost 
of its program for improving educational statistics, provided that no State 
may be paid more than $50,000 for any fiscal year. Payments are made only 
to the extent that these programs are new or are expansions of existing programs 
and only when a State plan which outlines the purposes for which the funds are 
to be used has been approved by the Commissioner of Education. 

Funds appropriated for fiscal year 1959 and estimated for fiscal year 1950 are: 





Interim appropriation, fiscal year 1959___...._-.-----------------~-. $400, 000 
Supplemental appropriation requested, fiscal year 1959___._._--__._--~ 600, 000 
Total, estimated appropriations, fiscal year 1959_._._-__-_--- 1, 000, 000 


Evidence of need 

The Office of Education has been criticized for the timing and quality of 
some of the educational statistics it releases. Furthermore, it often has legiti- 
mate requests for information it cannot supply. Since these statistics come in 
major part from State departments of education, they can be improved in 
quality and timeliness and often in quantity only to the degree that there is 
improvement in the States. It is extremely important to provide private citizens, 
organizations, educators, and officials at every level of government who are 
working to improve the quality of education in the United States with adequate, 
reliable, and timely information concerning American education. The demands 
for information to show the condition and progress, the strengths and weak- 
nesses of education throughout the Nation, are continually expanding and have 
become increasingly urgent during recent years. These needs can be adequately 
met only through the process of improving the sources of educational statistics 
which are used by the States and the Office of Education. 

Mr. Tuomas. Is this 100 percent grant? 

Dr. Derruick. Matching, 50 percent. 

Mr. Tuomas. What is this for? This provides for grants-in-aid 
“for the purpose of assisting States to improve (a) the adequacy and 
reliability of educational statistics provided by State and local reports 
and records and () the methods and techniques for collecting and 
processing educational data and disseminating information about the 
‘condition and progress of education in the States.” 

I do not want to kill the program but you are going out and getting 
something that has no urgency or no more urgency than the man in 
the moon. You have two or three good programs and you want to 
weigh them down with the rest of this / 

Dr. Derrnick. We think this may turn out to be the most important 
program in the whole act. 

Mr. Tuomas. Then let us elirainate all the rest of them. 

Here you request $600,000 for statistics. Suppose we eliminate the 
rest of the programs except statistics and see what they are going 
to prove. 

Dr. Derrnick. We are under great pressure all the time to supply 
information, not only to Congress, but agencies all over the country. 
The facts and information have to be supplied about what is going on. 
We are 2 or 3 years behind in it because we cannot get the informa- 
tion out. 
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Mr. THomas, What about the local school districts in Tennessee? 
Did you have a lot of pressure on you from the Federal Government 
then for this information, or did the folks back home ask any 

yestions ¢ 

Dr. Derruicx. Indeed they did. The folks back home were always 
wanting to know what these problems were in other communities and 
other States, and how they were being met. When we wrote for this 
information we could not get it and when we did it was 2 or 3 years old. 


SALARIES AND EXPENSES 


Mr. Tuomas. Next is “Salaries and expenses, Office of Education.” 
Let us put in pages 56 and 57 at this point. 
(The pages referred to follow :) 


Program and financing 











Presently Revised Inerease 
availahle estimate 
j 
Program by activities: 
j, Statistics and research: 
(a) Services x ky ea ta eeetile de aera $1, 108, 985 $1, 131, 615 $22, 630 
(b) Cooperative agreements. -- 2, 700, 000 2, 700, 000 |...-----. getlcaee 
2 Administration of school] assistance in federally affected 
areas f imap teen a a ae tell 1, 175, 675 DO RE cclnsintlh aalthaiens 
ce ee A a a te 743, 610 768, 010 24, 400 
4. Higher education_--- er heck ances desta bee 878, 030 1, 062, 030 184, 000 
5, International education... Ded becindie edt an tdiodaaid 306, 0°0 306,0°0 }-....-- ; 
6. State and local schoo! systems...-.....-.-- tibiae daniiinl 1, 499, 765 1, 731, 335 231, 570 
7, Program direction and services.--.-......---....------- 891, 385 978, 785 87, 400 
8. 19 9 program obligated in 1958-_._- Sebhce bbced —16, 444 —16, 444 }--...-- 
Supplemental required for pay increases... -~---..---..----- —517, 000 fT 517, 000 
Total obligations__. : Jpoes anne 8, 770, 0°6 9, 837, OF6 1, 067, 000 
Financinz: 19°9 appropriation available in 1958............--- 16, 444 16, 940452... 
New obligational authority. ............-.---.---.-..-..- 8, 786, 500 9, 853, 500 1, 067, 000 





Object classification 














Presently Revised Increase 
available estimate 
= | 

Total number of permanent positions ........-...-------...-- 803 931 128 
Full-time equivalent of all other positions._.................-- 5 7 2 
Average number of all employees. .-...-..--......--....-....-. 700 747 40 
Number of employees at end of year. ..........--.--.--..-.---- 803 | 931 128 
@1 Personal services: 2 

SI Reise cecceenateddbabuscasnell $5, 056, 490 $5, 321, 270 $264, 78 
Positions other than permanent..............-.....--. 40, 550 63, 450 22, 900 
CORT DUDUNIIEL GETTING. «cerns nscccnnecescsccnscreven 32, 725 36, 400 3, 675 
Tested PATSCIE BOT IRE nck ccs ccwennecedsqsesecesas 5, 129, 765 5, 421, 120 291, 355 
EC. 21 ee - 2266 eA cd babatlaknns uubeseeere 394, 150 496, 350 102, 200 
ie)? a OPORGRN OE COE ican ccitmenisdecnanodensesusane 6, 295 14, 820 8, 525 
it, . ClO G00UIGNE, . .. .. cosesbenconsunceseeusosenn a 92, 685 102, 535 9, 850 
ie EES SEUEOET MONO ENON 3 Wn. tnncdchimncadbneaeanededubdlaacion towns a 6, 100 6, 100 
ie) PRORtNt GING, FOPMOGMNGEEONR . 5 adn wnnccacenmecasccsese Sebel 353, 990 374, 685 20, 695 
ee rn? CWE Wg... csnccamnuseceodacecsdes 148, 675 165, 250 16, 575 
Cooperative research agreements .........-.--..------- 2, 700, 000 2, FEY Bete cnwbduabces 
re 00h CTD... once abapecemaeouheagmenedansan | 48, 090 50, 755 2, 665 
Sr NCS 33102 nhs Jd Siva chinbephbebostonstphhapemhhbadee 90, 461 164, 461 74, 000 
ll Grants, subsidies, and contributions. -...................- 317, 785 335, 240 17, 455 
ee ee eae ee ire 5, 160 5, 740 580 
Supplemental! required for pay increases...-..............-..- AE Iienwentineindiie 517, 000 
III, ss ci hcntinnnh methane emeebewoninntedd 8, 770, 056 9, 837, 056 1, 067, 000 
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SALARIES AND EXPENSES, OFFICE OF EDUCATION 


Request for fiscal year 1959____- 


sioeaoa ites sna sa $1, 067, 000 
Appropriation fiscal year 1959_ 


L ab Sethe SS, TS6, 500 
Employment : 
Average number, current appropriations__. “= . 700 
Number of positions involved in this estimate_ oo 128 


*Includes $186,500 appropriated in the Supplemental Appropriation Act, 1959 


$750,000 appropriated in the Independent Offices Appropriation Act, 1959 ae 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The National Defense Education Act provides for emergency assistance to 
the States, institutions of higher learning, and to individuals in the 
grants, loans, and payments, to encourage and assist in the expansion and 
improvement of educational programs to meet critical needs. his act places 
upon the Office of Education new and complex responsibilities in connection with 
the administration of this program. An interim appropriation of $750,000 was 
provided to initiate th program, but is not adequate for the workload involved. 
Supplemental funds are essential to finance these additional operations. An 
amount of $550,000 is requested to provide more adequate staffing and other 
expenses to implement this vital program. 

In addition, supplemental funds are required due to pay increases authorized 


by Public Law 85-462 as the 1959 appropriations were based on the old pay 
rates. 


form of 


EXPLANATION OF LANGUAGE 

Appropriating language is proposed to provide an additional amount for 
“Salaries and expenses.” 

For an additional amount for “Salaries and expenses”, $1,067,00, (7 U.S.C. 
secs. 301-341; 8 U.S.C. sec. 1101(a) (15) (F), 20 U.S.C. ch. 1, 2, 13 and 14, 38 


U.S.C. sec. 954(b), 963, 70 Stat. 293-296; 72 Stat. 98, 1604, 17090, 1742-43, 1777; 


Public Law 85-462, Department of Health, Education, and Welfare 
tion Act 1959). 


Appropriated 1959, $8,786,5 

Supplemental estimate 1959, $1,067,000. 

Mr. Hueues. Mr. Chairman and members of the committee, I wish 
to present to you our estimate of supplemental needs for the current 
fiscal year in order to administer the National Defense Education Act, 
and to provide for the increased pay costs which were not included 
our appropriations for fiscal year 1959. 

The National Defense E rdue ation Act was enacted in September 
and the Congress authorized an interim appropriation of $750,000 
to begin this new program until the Congress had an opportunity to 
examine program requirements in full. 

The request for supplemental funds which was submitted to the 
Congress when the new program was under consideration last August 
contemplated the appropriation of some $2.1 million to enable the 
— of Education to establish approximately 285 positions in fiscal 

sar 1959. By that time both the House and Senate Appropriations 
C ommittees had concluded regular hearings on the various pending 
appropriation bills and therefore the committee had no opportunity 
to conduct a formal] hearing on this request. Nevertheless, the action 
of the roe in making available on an interim basis the limited 
sum of $750,000 has indeed proved to be highly fortunate and essen- 
tial. If this had not happened the Office of Education would h: ave 
been totally unprepared to take on the additional duties involved 1 
these new programs. 

Since the program~permitted by the interim appropriation - was 
considerably less than that requested by the President, the Office was 
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1Includes $186.500 appropriated in the Supplemental Appropriation Act, 1959, and 
$750,000 appropriated in the Independent Offices Appropriation Act, 1959 
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faced with the difficult task of deciding how to make the most effective 
use of the funds that were provided. Inasmuch as the act provides 
some 11 separate program ac tivities to be per formed by the Office of 
Education, it was obvious that the Office had to assign the new funds 
judiciously to assure that each activity could be initiated successfully. 
In order to obtain the maximum use of these funds a planned schedule 
for the gradual filling of new positions was devised to enable the 
Office to establish a maximum of 150 new positions to be filled at var- 
ious dates throughout the fiscal year. New functions were merged 
with existing units to the extent possible in order to avoid unnecessary 
creation of new administrative superstructure. 

However, these new positions when allocated to the various or- 
ganizational components which had been assigned responsibility re- 
sulted in many serious deficiencies. For ex cample, not a single posi- 
tion could be established in the field service to carry on work lecally 
with institutions and States affected by the new programs despite 
the obvious fact that these agencies cannot be effectively serviced out 
of Washington. However, to have used our limited funds for estab- 
lishment of field positions immediately would have prevented the 
Office from staffing the headquarters units with sorely needed pro- 
fessional personnel to do the initial planning and development job 
that had to be done to get the programs started. It is now obvious 
that continued reliance on services out of Washington to program par- 
ticipants in the field would be ineffective and for that reason the cur- 
rent request provides for regional office positions along with other 
staff needs. 

Now that we are emerging from the initial planning phase and are 
preparing to enter the ph: ise of full program operation, it is impera- 
tive that the staff of the Office be increased without delay to enable 
us to assume our responsibilities fully and effectively. The budget 
proposal before the committee provides funds needed to authorize 
immediately 128 new positions in the current fiscal year. These posi- 
fions together with those already authorized would combine to provide 

278 positions to administer the new programs as compared with the 
9855 positions originally requested last year. While the number of 
positions requested is approximately the same as those proposed to 
the Congress last August, it is to be noted that the program enacted 
by the Congress provides for activities which were not contemplated 
when last year’s budget was prepared. For example, the act calls for 
area vocational programs in the States under title VIII which had 
not been budgeted by the Office; also, a program of loans for the pur- 
chase of science equipment by nonprofit private schools which was 
added to the act, was not contemplated by the administration bill; 
and in addition several other titles provided in the final legisl: ition 
involve substantially larger programs than that anticipated by the ad- 
ministration when the budget was prepared last August. On the other 
hand, the scholarship program provided by the administration bill 
was not included in the final act passed by the Congress. Neverthe- 
less, the net result of the congressional authorization was to provide 
for a total program which places greater administrative responsibili- 
ties on the Office of Education than had been contemplated in our 
original budget proposals approved by the President. 
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Thus, I trust that the committee will give favorable consideration 
to this request for additional funds so that our activities can be con- 
tinued and strengthened as required for effective operation of the 
National Defense Education Act. Otherwise it is clear to us in the 
Office of Education that the very substantial sums of money to be 
appropriated under this program will not be subject to proper man- 
agement to reach the goals eloquently expressed in the declaration of 
policy embodied in title I of the act. 

Also, I must emphasize that the interest, enthusiasm, and readi- 
ness of educational agencies and institutions to participate in these 
new programs have been most encouraging and even overwhelming. 
We have found that we have underestimated the degree of interest and 
extent of participation this first year. For example, we have twice 
as many institutes sharing in the student loan program as we had 
anticipated and applications for institutes, research grants, and other 
activities are far in excess of our anticipation. State educational 
agencies have placed upon us requests for services to help develop and 
implement Federal-State programs that we are unable to provide. 

The following explanations of the various programs are described 
under the headings of existing major activities as set forth in the 
Office of Education budget. 


STATISTICS AND RESEARCH 


An Educational Media Branch has been established to administer 
title VII of the National Defense Education Act which authorizes a 
program of grants and contracts for research and experimentation in 
more effective utilization of television, radio, motion pictures, and 
related media for educational purposes. Considerable progress has 
been made in initiating this program. An Advisory Committee has 
been appointed and met in December and approved a statement of 
policies and procedures. As of February 1, 190 applications had been 
received. The staff has reviewed and analyzed these proposals and 
they will be considered by the Advisory Committee in March. Nego- 
tiation of contracts and grants for approved proposals will then pro- 
ceed. Other contracts are now being negotiated to secure information 
which will form a basis for implementing a dissemination program 
as authorized by the act. 

To administer this important and complex program an increase of 
$22,630, is requested for the remainder of this year; this will provide 
three additional positions and other essential expenses. 


VOCATIONAL EDUCATION 


States are requesting assistance in establishing programs for train- 
ing highly skilled technicians under title VIIT of the act making 
provision for area vocational programs. This will require additional 
professional and secretarial staff. Specifically, the States want help 
on developing instructional materials, selection of equipment, and 
determining the national defense requirements for technicians in 
terms of numbers of different kinds needed and where they are 
needed. To provide this assistance it will be necessary to hold confer- 
ences, contact industries and Government agencies, and make studies. 
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As of February 15, 43 State plans had been approved and initial 
payments made to 41 States. 6 

An increase of $24,400 is requested to provide six additional posi- 
tions and other expenses necessary for administration of this program. 


HIGHER EDUCATION 


The Division of Higher Education has responsibility for adminis- 
tering the four titles of the National Defense Education Act dealing 
with higher education. Early in the fall, meetings were held with 
eminent educators to obtain their advice and consultation in launch- 
ing new programs. A series of 10 regional meetings were held to 
explain the objectives and operation of the program to over 4,000 
representatives of the institutions. 

Rapid progress has been made with a minimum staff to place this 
program into operation. Initial awards have been made to some 
1,200 institutions for student loans. Initial awards have also been 
made on the 160 national defense fellowships which can be financed 
from current funds. Contracts are under negotiation for 4 counsel- 
ing and guidance institutes which will train about 400, and also for 
language institutes and centers. 

The initial broad development of policies and procedures which 
have been completed to date to launch the new program have been 
accomplished with a minimum staff. Full administrative operations 
of the new program will require a substantial increase in personnel 
to handle the heavy workload associated with the many transactions 
with the hundreds of colleges in the complex administration of the 
four titles of the act. This includes receipt and review of applica- 
tions, the development of loan agreements, negotiation of many con- 
tracts for language institutes, language centers, and counseling and 
guidance training institutes, and for language research; development 
of program review and fiscal controls, preparation of reporting sys- 
tems, etc. 

The supplemental request of $184,000 provides for 30 additional 
positions in headquarters and the establishment in the 9 HEW regional 
offices of field representative positions to provide closer coordination 
with the institutions participating in the program. Also, the request 
includes funds for meetings of the two advisory councils to the Com- 
missioner, language development and fellowships. 

Additional funds for staff and expenses are imperative at this time 
to permit the orderly continuation of this program which has been 
so well advanced to this point. 


STATE AND LOCAL SCHOOL SYSTEMS 


Supplemental funds for fiscal year 1959 are requested in the 
amount of $231,570 for administration of grant and loan programs 
under titles III, V, and X of the National Defense Education Act. 
Together with the interim appropriation of $371,200, a total of 
$602,770 would be provided in this fiscal year. The programs being 
administered operate in the elementary and secondary school field 
and provide consultation and technical assistance as well as adminis- 
tration of grants and loans for the purpose of strengthening instruc- 
tion in science, mathematics, and modern foreign languages; establish- 
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ing and maintaining guidance, counseling, and testing services; and 
improving State educational statistical services. 

Supplement: al funds are requested primarily to provide 50 addi- 
tional positions to an initial staff of 67 provided under the interim 
appropriation. These 50 positions will be needed as these programs 
pass from the initial phase into one requiring nationwide collabora- 
tion with State educational agencies, review and an: ulysis of a grow- 
ing number of State plan documents, processing of a large volume 
of payment requests, development and operation of a program re- 
porting system, and the development of a variety of educational ma- 
terials designed to assist States in making optimum use of the grant 
and loan funds provided by Congress. The 55 State and Territorial] 
agencies who are eligible to participate are in need of services and 
assistance to develop and implement effective programs. 


PROGRAM DIRECTION AND SERVICES 


During this fiscal year the implementation of the National Defense 
EK ducation Act will require the establishment of representatives in 
five regional offices to represent the Office of Education to provide 
overall field coordination and leadership, and assist in direct imple- 
mentation of the act. These regional representatives will conduct 
liaison with State educational agencies to assure the adequi icy of 
office services and render special services as required. This staff is 
urgently needed at this time, and $43,800 is requested to provide for 
12 positions and other expenses necessary to initiate this program, 

The new program functions assumed under the National Defense 
Education Act have added significantly to the workload of the central 
services of the Office of Education. A special responsibility imposed 
on the Commissioner is that provided in section 1001(d) which re- 
quires a study and appraisal of all Federal programs having an 
impact on institutions of higher learning. In order to facilitate 
and expedite the work of the Office, we have budgeted $43,600 to 
provide for nine additional positions and related expenses, in the 
several management areas such as personnel and organization services, 
fiscal management, general services, budget management, and publi- 
cations services. 

INCREASED PAY COSTS 


An amount of $517,000 is required for increased Pay Act costs 
authorized by Public Law 85-462. The Office of Education is not in 
a position to absorb any portion of this cost by reason of the many 
complex responsibilities resulting from the enactment of the National 
Defense Education Act, and the need for additional staff. The interim 
appropriation for administration of this new act was not adequate 


to provide the staff required, and additional funds are requested, 


which precludes absorption of pay costs. 
NEW POSITIONS REQUESTED 


Mr. Tromas. These are your administrative costs? You want 
$1,067,000 and you want to increase your positions by 128? 

Dr. Dertuick. That is right. 

Mr. Tuomas. What are these 128 people going to do? 
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Dr. Derruick. They are going to be professional service people to 
review the State plans, to service the States, to advise the colleges and 
universities. Also there are included subprofessional people and 
clerical, people. 

Mr. Tuomas. This program alone has 700. This is a National De- 
fense Act ¢ 

Dr. Derruick. No, sir. The 700 positions you are talking about are 
the whole Office of Education. We have authorized 803 for this year. 

Mr. Huaues. We received an increased appropriation of $750,000 as 
sepErenenia! last year to initiate this program and we have author- 
ized, so far, 150 positions with that money. 

Mr. Toomas. Allright. You anticipate me. 

Out of your supplemental last year you got 150 jobs? 

Dr. Derruick. That is right. 

Mr. THoomas. You are now seeking 128 more ? 

Mr. Hugues. That is right. 

Mr. THomas. That isa total of 278 ? 

Mr. Hucues. That is right. 

Mr. Tuomas. For the entire fiscal year 1959 ? 

Mr. Hueues. Yes, sir. 

Mr. THomas. How many jobs are you looking for in 1960? 

Mr. Huauers. For national defense education a total of 323, an in- 
crease of 45 jobs. 

Mr. THomas [| reading]: 

The National Defense Education Act provides for emergency assistance to the 
States, institutions of higher learning, and to individuals in the form of grants, 
loans, and payments, to encourage and assist in the expansion and improvement 
of educational programs to meet critical needs. This act places upon the Office 
of Education new and complex responsibilities in connection with the adminis- 
tration of this program. An interim appropriation of $750,000 was provided 
to initiate the program, but is not adequate for the workload involved. Sup- 
plemental funds are essential to finance these additional operations. An amount 
of $550,000 is requested to provide more adequate staffing and other expenses 
to implement this vital program. 


PAY INCREASZéS 


What becomes of the other $650,000 ? 

Mr. Hucues. Do you mean 650 positions? 

Mr. Tuomas. No; you have $550,000 here for jobs and you want $1 
million ? 

Mr. Ketty. The balance is for pay increases. 

Mr. Hucues. The $517,000 is for pay increase costs. 

Mr. Tuomas. That is for the entire Department ? 

Mr. Huaues. That isright. 

Mr. Tuomas. How many jobs in the entire Department ? 

Mr. Huanes. 803 authorized for the fiscal year. 

Mr. Tuomas. Of which 150 went on the payroll for the National 
Defense Act? 

Mr. Hueues. That is right. 

Dr. Derruick. They have not been on the payroll all year. We 
only had enough money to stagger 150. 

Mr. Tuomas. What is your total cost for the pay increase for the 
Department for the 803 ? 

Mr. Ketuy. $517,000. 
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Mr. THomas. That is the amount you are seeking here? 

Mr. Ketry. That is right. 

Mr. Tuomas. You have not absorbed any of it? 

Mr. Ketty. The reason no absorption was made in the Office of 
Education was because we were trying so hard to get this new De- 
fense Education Act in the—— 

Mr. Tuomas. $517,000 makes up your $1,067,000, in part? 

Mr. Huenes. Yes, sir. 

Mr. Titomas. Two acts. Then you have new employees to the tune 
of 128, and the pay act increases in the amount of $517,000; correct? 

Mr. Hucues. Yes, sir. 

Mr. Tuomas. Mr. Kirwan? 


FOREIGN LANGUAGE INSTRUCTION 


Mr. Kirwan. I want to ask Dr. Flemming a question. 

You and I happen to come from the same State. As you know, in 
Ohio we have a State board of education and a member of that board 
is elected from each congressional district. 

The member from my district is opposed to Federal education 
and so is the board in Ohio. That is one of my big troubles, trying 
to keep up with the mail that is sent here opposed to this. 

As I say, this man runs in the same congressional district that I do 
and he happens to be from my hometown. As you know, he is a ve 
smart man and an outstanding lawyer in the State of Ohio. But 
what I wanted to ask the Doctor here is something about a statement 
made by the Commissioner. 

It says: 

* * * This widespread interest arises from a recognition by colleges and 
universities of the serious deficiency in modern language teaching in this country 
and of the urgent need to improve the situation. Thirty-five years ago, 27 per- 


cent of our high school students were taking at least one modern foreign language; 
in 1955, the percentage was down to less than15 * * *.” 


Then it says: 


* * * There are 24 languages, each of which is spoken natively by more than 
20 million people. Of these 24, only French and Spanish are widely studied 
by American high school students * * *.” 

Then the statement goes on to say that if we are to take our place 
in foreign affairs and world leadership we have to be able to talk other 
languages. 

Dr. Dertuick. Yes, sir. 

Mr. Kirwan. Of the Slavs and Latins, pretty nearly everyone of 
them can speak two languages in this country, and that goes for the 
Hungarians, too. 

In my hometown most every child goes to a school in the summer- 
time that the Hungarians provide for their children. 

Could you not gather information on the thousands of these people 
who can speak these foreign languages ¢ 

I know many instances where a fellow can speak seven, eight, or 
nine languages, but he can not get into the State Department. He 
may be a lawyer or qualified in some other way, but he has great diffi- 
culty in getting employment in the State Department or anywhere 
in Government where world leadership is involved. 
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Could you not provide for the Congress a list of how many children 
can speak two or three or four languages, whatever it may be? This 
could be obtained easily from a school report. 

I know of an instance in Germany where this sort of question was 
answered overnight. 

Here we talk about how we are failing to provide adequate teaching 
of foreign languages. We do not give credit to the Slavs and the 
many others who have taught their children to speak two languages. 

Dr. Dertnicx. One of our purposes in title 10 of the Defense Act 
is to set up the machinery to get such information quickly. 

Mr. Kirwan. You say get it quickly ? 

Dr. Dertuick. Yes, sir. However, in this country we have a rela- 
tively few youngsters who can speak a second language. 

Mr. Kirwan. In this country? 

Dr. Derruick. Yes, sir; relatively. 

Mr. Kirwan. Not in the town I represent. 

Dr. Derruick. You have an unusual situation because you have 
many foreign-born people in your State. 

Mr. Kirwan. Yes, but look at what we have all over the country. 
The Members in Congress illustrate that. I might say that that is 
rightfully so, There are many of the Slav and Latin races. 

This is not only true of Youngstown. They are from all over this 
Nation and they are taking their place in the Nation rightfully; not 
just in Youngstown, but all over the State of Ohio and many other 
States. Yet, we have no knowledge of how many children can speak 
two or three languages; not a thing. 

It would be simple to collect that. All you have to do is ask the 
board of education in Ohio, when you leave this room today, if they 
can furnish you within 4 days how many children 

Dr. Derruicx. I will venture to say the board of education in 
Ohio would not know that. 

Mr. Kirwan. I am not saying that they would. They would not 
know but all they would have to do is to tell the high schools to 
furnish the information. 

For example, just 2 or 3 weeks ago, a little mining town in Virginia 
wanted to find out how many children came to school that morning 
without breakfast. Every teacher asked how many children that day 
had had breakfast, and they had that information that night. 

Two hundred came to school that day without breakfast, according 
to that report. 

You do not need a great working organization to get that infor- 
mation. 

Dr. Derruick. It is rare to find students in any high school in the 
country who can speak a second language. 

Mr. Kirwan. Rare? 

Dr. Derruicx. Yes, it is relatively rare. 

Mr. Kirwan. I will tell you that there are many in my hometown 
who can. You could also go to Detroit and you will find thousands 
of them speaking a second language. It is rare where you will find a 
Slav in the United States who cannot speak two or three languages 
and the same goes for the Latins. 

Dr. Derruick. For the country at large, we know that we just do 
not speak second languages. 
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Mr. Kirwan. I understand that, but I am talking about the ones 
who came into this country by the millions, since the turn of the cen- 
tury, and I am talking about ‘their offspring. They all speak two 

r three languages. They do not get into education or the Govern- 
lat because—— 

Mr. Tuomas. They do not. 

Dr. Fiemoinc. I would like to say that I concur in the point you 
are making; namely, we have not, as a nation, made full utilization 
of the resources we have along this particular line. I think we could 
go much further than we have in making it possible for the type of 
person you are talking about to receive the additional training which, 
im turn, would make it possible for him to be utilized not only by 
State, ICA, and other agencies in the Government, but also utilized 
by business and industry. 

Mr. Kirwin. Let us take my own State; it spends or contributes 
about five or six billions a year in taxes. 

One of the most brilliant attorneys in my hometown ran for the 
State board of education. 

He is the chairman of that board. 

Dr. Fremminc. Congressman Kirwan, I have not noticed, in the 
amounts the States are asking for under the National Defense Eduea- 
tion Act, where the State education department in Ohio has not made 
a request to participate. 

Mr. Kirwan. I am telling you about the chairman of this group. 
I have had many a letter from him and he is opposed to it. 

Dr. FLemmina. He isa very able citizen. 

Mr. Kirwan. A very able person but, again, I say we should have 
known long ago how many of these children can speak two languages. 
It would be a simple matter to ask each schoolteacher to get this in- 
formation. It is no trouble for them to get the children to put up 
their hands. 

Dr. FLemmine. I think we could do a much better job by making an 
inventory of the assets we already have in this particular area and 
then trying to utilize them more effectively than we have done. 

Mr. Kirwan. I am only taking this language point now. 

They tell you that if many of these children already speak French 
and Spanish, what do they want to take Spanish and French for 
again ? 

‘Dr. Frese. That is why, out of the list of 24, French and 
Spanish are widely studied. 

Dr. DerTHICcK. The thing that concerns us is the number of high 
schools in the country that “do not even te ach foreign languages. 

Mr. Kirwan. I understand that. That is why I told you if you 
could get this information on the children who can speak two lan- 
guages, you could then give at least a vote of thanks to the people, 
the mothers and fathers, of tides children for the millions of dollars 
they have saved this Nation. Instead of that we criticize them 
because they can speak two or three languages. 

Dr. Fremminc. They not only teach them in the home, but they 
have set up their own sehools. I think they are entitled to a great 
deal of credit. 

Mr. Kirwan. They are, Doctor, and I am thankful and grateful 
to you for the statement you just made. That is the point IT was 
trying to get over. ; 
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I would like to see if we could find out how many children speak 
two languages. You will be surprised when you get that information. 
Mr. THomas. Yes, they learn these languages at home and not 
in school. 
GUIDANCE, COUNSELING, AND TESTING 


Mr. Botanp. Mr. Commissioner, the chairman had something to 
say about guidance, counseling, and testing in the grants to States, 
and that particular activity. I rather share his thinking on this 
appropriation. I recognize the fact that this is a congressional man- 
date and so it is something we have to appropriate for. My feeling 
with respect to this activity is based upon what we have done, and 
what the areas have done with respect to counseling. I cannot under- 
stand why States and local communities do not do it on their own. 
They ought to do it on their own, It is all very well for those who 
espouse this kind of program to say they do not do it and, therefore, 
the responsibility comes to the Federal Government. That is not 
my thinking at all. 

Many States and local communities are doing the testing and 
counseling and they are spending money for it in their own local 
areas. This is precisely what ought to be done in other areas who 
could do it. I do not think the Federal Government ought to go in 
there and say oe want you to do it, and we are going to set up some 
money, and this year you are going to get the money for it and it is 
going to be on a mate hing basis.” 

This stimulates the areas to do this kind of a job that ought to be 
done in any event because I think it is the responsibility on the part 
of those who appropriate the money in the various localities to say 
“Well, if we do not do it here, they are going to do it in other areas, 
and their children are going to be better educated and advised and 
have better counseling.” 

Dr. Derruick. Well, I think there is much to what you say. The 
justification I see for the Federal Government coming in is this: 
One quarter million bright minds that we are losing each year for 
the lack of it. Also, we have seen these stimulation programs go in 
in other fields wherein the States did not have the services or a local 
community did not have the services, but when the stimulation came 
inand got them started they saw the benefit of it and carried on. For 
example, it is one thing to tell the parents “look what your children are 
missing in your State. They are getting it in other communities, 
and you ought to have it, too,” but if you let parents see it firsthand, 
then they want to buy it. 

Mr. Botanp. I think they recognize that anyway. In other words, 
one State is doing the guidance and counseling and testing, and it is 
taking care of its students while other areas are not doing it. Why 
should those in the areas doing it have to pay for those who are not 
doing it in other areas ? 

I do not think people ought to be lackadaisical about the educa- 
tional requirements in their areas that fail to do the job that ought 
to be done. The students are there, and there are a great number 
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of brilliant and bright students that we need if this Nation is goin 
to go forward. It would seem to me that commonsense ought to te 
local officials that this is what we have got to do if our children are 
going to compete with boys and girls in other areas. 

Dr. Derruick. In certain districts, for example, where local super- 
intendents were not doing the things which they should have been 
doing, I met with Kiwanis Clubs, or with the League of Women 
Voters to get them to put up money to start a service for children, 
and got it started, and demonstrated actually before the very eyes 
what, happened wher. children had these aids and then I was able to 
get tax support for it locally, but some way or other you have got to 
show them first, in some places. 

Remember, a lot of these bright minds are located all over the 
country, and they are coming from some of the worst districts. 


ADVANCED TRAINING IN FOREIGN LANGUAGES 


Mr. Botanp. In the activity for advanced training in foreign Jan- 
guages specifically what foreign languages are the Office of Educa- 
tion going to be interested in? 

Dr. Dertuick. Well, we have the Learned Society which is doing 
a research study to answer that question, and to find out which lan- 
guages our Government needs, industry and commerce needs, and 
education needs. 

In other words, we do not feel competent to judge that without 
this careful research being done, and we will soon have the results 
of that research. 

Mr. Botanp. I am glad to hear that you have that program under 
way. 

Dr. Derruick. It is not a hit-or-miss proposition. 

Mr. Boranp. It ought not to be a hit-or-miss proposition. I do 
not think the Office of Education ought to be making these particu- 
lar grants for this activity in languages that are fairly popular for- 
eign languages such as French, Italian or Spanish or in those lan- 
guages where a great number of people in the United States speak 
them. 

The committee which is responsible for this program should direct 
its efforts to those languages that are more important to us in a world 
situation as, for instance, Russian and that type of language. 

Dr. Derruick. And, for example, some of the African languages. 
Africa isa very strategic area or so they tell us now. 

Mr. Botanp. So, actually, the program is predicated upon the im- 
portance of the language to the activities of our Government—— 

Dr. Dertruick. And industry. 

Mr. Bortanp. And industry, and with respect to our foreign policy. 

Dr. Dertrnick. Yes, sir. 

Mr. Botanp. I think that is a good way to handle it. 


FUNDS FOR IMPLEMENTATION OF PUBLIC LAWS 815 AND 874 


This Office is responsible for the implementation of Public Laws 
815 and 874? 
Dr. Dertuick. Yes, sir. 
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Mr. Bouanv. Was there any money requested of the Bureau of the 
Budget in a supplemental for either of these activities ? 

Dr. Derruick. No, sir. 

Mr. Boranp. Why was there not? Is there now a lack of money to 
be returned to the localities for the implementation of Public Laws 
874 and 815? 

Dr. Derruick. We are paying about 85 percent of the entitlement 
under Public Law 874. 

Mr. Botanp. What does the law say we ought to pay? Do we not 
have an obligation to pay 100 percent 

Dr. Derrutck. The law provides if there are insufficient funds ap- 
propriated, we must pay on a pro-rata basis. _ ; 

Mr. Botanp. Did not the Office of Education know at the time the 
supplemental came up here that there was a lack of funds to the ex- 
tent of 15 percent ? 

Dr. Derruick. Yes, sir. 

Mr. Ketry. Yes, sir; at the time this law was enacted to extend and 
modify Public Laws 815 and 874 the administration did send up an 
amendment to the budget in the supplemental designed to pay the full 
entitlement under both laws and the Congress appropriated a lesser 
amount of money. 

Mr. Boxanp. But, I do not like that. reasoning. 

I do not think the Office of Education really ought to like it, either. 
Here we are faced with the fact that we are only now paying 85 per- 
cent of the entitlement where, in effect, we owe 100 percent. I do not 
know why there was not a request made in the supplemental. Let 
us not put the burden back on the 85th Congress, because it failed 
to appropriate all the money which you requested, and which you 
thought was necessary for fiscal year 1959. 

The fact of the matter is we are faced with a reality now and we 
are faced with the fact that you are now going to deprive the various 
localities of the entitlement which they are due to receive under Public 
Laws 815 and 874. 

I am not concerned so much by Public Law 815, the construction 
program, so much as I am Public Law 874. 

Dr. Derruick. Yes, sir; the Maintenance and Operation program. 

Mr. Botanp. Local school budgets have been predicated upon the 
fact that they would get all the money they are entitled to under 
that law. They are not getting it because the Office of Education 
did not request the money in the supplemental. 

Was there even the slightest indication by the Office of Education 
that this money was needed to implement Public Law 874? 

Mr. Ketry. I think in fairness to the Office of Education they made 
known the extent to which the appropriation was deficient, but the 
Department did not request it of the Bureau of the Budget. 

Mr. Botanp. By what amount is the appropriation deficient under 
Public Law 874? 

Mr. Hvuanes. It is deficient to the extent of $20 million. 

Mr. Botanp. In order to satisfy the obligation which the Office of 
Education has as well as the Federal Government to the local com- 
munities, we would have to appropriate an additional $20 million in 
this supplemental to take care of the various localities which receive 
grants under that law? 

37458—59 36 
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Dr. Derruick. Yes, sir; that is exclusive of Public Law 815. 

Mr. Bouanp. You would not object if the Congress gave you the 
$20 million toimplement it?’ | 

Dr. Dertuick. We would do our best to administer it in an effective 
manner. 

Mr. Botanp. TI do not say, of course, that you are going to get it, 
I am sure that the Office does the job it is supposed to do’ under the 
law, and I think there should have been a specific request made by 
the Office of Education to the Bureau of the Budget for the imple. 
mentation of both Public Laws 874 and 815. 

My interest in this stems from the fact that I have been besieged 
by requests from all over my State, and many other States and local 
school committees and school superintendents who realize that the 
failure to appropriate the 100 percent entitlement under Public Law 
874 means that they are going to be deprived of about 15 percent of 
their entitlement. 

Dr. Derruick. Yes, sir. 

Mr. Tuomas. Off the record. 

( Discussion off the record.) 


ACTUAL AND ESTIMATED OBLIGATION UNDER PUBLIC LAW 874 


Mr. Tomas. Would you please insert at this point in the record a 
list which sets forth the entitlement picture here ? 

Dr. Dertuick. Yes, sir. 

(The information requested follows :) 
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Public Law 874 actual and estimated obligations by districts for the State of Massachu- 
DU the setts, fiscal year 1958-59 
, —_ eabshiilistisicnatetigrensttiaciea > 
fective | 1958 entitle-| 1959 estimated entitle- 
Project chee | ment ment 
7 pumber School district le ac Rasen 
get It, 100 percent | 100 percent | 85 
oe arce ercent 
er the | ie 
de by (i) (2) (3) (4) (5) 
ae) oo » 
Town of Ayer School Committee-__.............---...-.- $175, 378 $217, 704 $185, 048 
2 | Town of Ludlow School Committee-__..........--------- 14, 187 19, 605 16, 664 
sie ed © Dtiens Bemneet emetanee.. . .. onc << -ccosno<><nabinews 9, 236 10, 547 8, 965 
e 4 | own of Harvard School Committee-_.........-.---.-.- 3, 140 Reis 8s Sella 
| local 5 | Town of Littleton School Committee_______-_-...----_- 17, 097 18, 177 15, 450 
6 | City of Northampton School Committee_..............- 32, 522 39, 054 33, 196 
it the 7 | City of Springfield School Committee....--.-..-.------- 179,915 | 217, 426 184, 812 
: Law 8 | Town of Falmouth School Committee_............-..--- 73, 473 85, 421 72, 608 
‘ 9 | Town of Bedford School Committee-....._.......-...--- 43, 649 61, 054 51, 896 
ant of 10 | City of Chicopee Schoo] Committee_._...........------- 386, 265 412, 907 350, 971 
11 | Town of Granby School Committee --............-.----- 12, 503 Te: Sil soowm. ; 
12 | South Hadley Schoo] Committee__._........-.------.--- 16, 992 GER ONS er mie 
13 | Town of Hingham School Committee _.........-....---- 41, 109 (’) PSS 
14 | City of Holyoke School Committee ___-_--.......-.-..-- 24, 698 OED ed ew Gaake 
15 | Town of Bourne School Committee -__-............---.- -| 157, 899 311, 2 264, 557 ° 
16 | Town of Barnstable Schoo] Committee -__......--- ai 16, 068 | 1) ou sili 2 
201 | Town of Mashpee School Committee -..........-....-.--- 2, 607 6, 460 5, 491 
202 | Town of Sandwich School Committee -..............--.- 5, 888 6, 998 5, 948 
§01 | Town of Shirley School Committee __.........-...----- 11, 081 10, 898 9, 263 
502 | Town of Weymouth Schoo] Committee. _..........-.--- 110, 733 135, 590 115, 252 
) 503 | Town of Truro Schoo] Committee __............-.....--- 2, 614 Wes ieee. 5. 
504 | Town of Wellfleet Public School District .............--- | 4, 983 | (4) ee ee: 
ord a 505 | Town of Natick School Department eae Ee 39, 648 | Re ee 
506 | Town of Norwell School Department - - - | 10, 945 | 18, 544 15, 762 
507 | Town of Hanover School Department__--- 10, 900 | 13, 631 11, 5a 
508 | Marshfield School Committee 8, 095 | 11, 379 9, 672 
509 | ‘Down of Braintree School Committee. 48,,628 | ) 
510 | Town of Scituate School Committee | 14, 798 | (4) 
512 | Town cf Wilbraham Schoc] Committee 7, 037 8, 382 7,12 
513 | Town of East Longmeadow School Committee (2) | (‘) ae 
601 | Town of Hull School Committee___- ; 16, 231 21, 413 18, 201 
602 | City of Quincy Schoo] Committee - 174, 374 | (4) 
603 | Town of Cohasset Schoo] Committee 9, 551 11, 688 9, 935 
604 | Town of Rockland School Committee. - ; | 23, 066 23, 938 20, 347 
605 | Town of Billerica Schcol Committee - 39, 894 | 42, 599 36, 209 
} 606 | Abington School Committee - ~<A 16, 622 | 23, 132 19, 662 
607 | ‘Town of East Bridgewater School Committee | 4, 987 | (") 
608 Lunenburg Schoo] Committee 5, 214 | ) 
701 | Town of Pepperell Schoo] Committee- 6, 815 (1) . sit. 
702 | Town of Hanson Schoo] Department ‘ inl 5, 646 7,793 6, 624 
703 | Lexington Schoo] Committee : : 49, 058 () : 
704 | Town of Amesbury School Committee - __- ‘ : 8, 800 11, 217 9, 534 
705 | Newburyport Schoo] Committee 13, 120 15, 307 13, 01 
706 | Concord Public Schools . 29, 516 42, 191 35, 862 
707 | Town of Acton School Committee___- : . 6, 304 9, 677 &, 225 
708 | Burlington School Committee__.. -- 14, 815 () 
709 | Tewksbury Public Schoals : 17, 127 23, 421 19, 908 
710 | Westford School Committee _____- : 10, 355 13, 168 11, 193 
711 |gTown of Provincetown School Committee -..-- 2, 221 () 
801 | Acton-Boxborough Regular School District, Acton 3, 887 7, 702 6, 547 
802 | Town of Nantucket School Committee -- 6,833 6,968 5, 923 
803 | Town of Groton School Committee -- --- . . 8, 004 12, 549 10, 667 
804 | Town of Sudbury School Committee _- 11, 024 (1) 
805 | Town of Salisbury Schoo] Committee - 3, 851 | 4, 307 3, 661 
806 | Lincoln School Department 7, 259 | 37, 694 32, 04 
808 | Town of Carlisle School Committee __-__._- 2, 208 (1) 
809 | Lincoln-Sudbury Regular School District, Sudbury 4, 326 (i 
810 | Wilmington Public Schools 11, 808 | 18, 267 15, 527 
811 | Framingham School Committee__- 35, 227 43, 832 37, 257 
812 | Pittsfield Public Schoo] Committee 115, 484 192. R84 163. 95) 
813 | Town of Wayland School Committee. _. 10, 189 | (1) 
814 | Woburn School Committee 27,031 | 
815 | Winthrop School Committee_- 26, 424 (1 
816 | Randolph School Committee___- --- ; 22,017 | 23, 941 20, 30 
i 817 | Duxbury Schoo] Committee 4, 590 | (: 
818 | Hinsdale School District 2, 130 3,071 2, 610 
819 | Stoughton Schoo] Committee | 11, 043 1 
820 | Williamsburg School Committee | 4, 572 (i 
821 | Nahant School Committee E | 3, 491 (ai 
822 | Town of Lenox School Committee | 3, 455 | 7, 598 6, 458 
823 | Holbrook School Committee 12, 747 | () | 
824 Westwood School Committee 8, 662 11, 526 9, 797 
825 | Middleton School Committee 2, 051 ! 
826 | Peabody School Committee 18, 633 20, 53 17. 451 


See footnotes at end of table, p. 562, 
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163) 


828 
829 
830 
831 
832 
834 
835 
836 
837 


839 
840 
841 
843 
R44 
901 
902 
903 


904 | 


905 
906 
907 
908 
909 
910 
911 
912 





913 | 


914 
915 
916 
917 
918 
919 
920 
921 
922 
923 
924 
925 
926 
1901 
1002 
1003 
1004 
1005 
1006 
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setts, fiscal year '1958—59—Continued 


Schoo) district 


(2) 








Town of Canton Schoo) Committee 
Cheshire School District - - 
Lanesborough School Committee 
Wareham Sehoo!l Committee 
Milton School Committee - 

Reading School District 


Saugus Schoo] Committee 
Leominster Schoo] Department 
Dalton Public Schools 
Hatfield Schoo] Committee ‘ 
Town of Wakefield School District 
Town of Hadley School District 


Town of North Reading Schoo! District 


Town of Ipswich School Committee 
Townsend School Committee 
Waltham Schoo! District 
Brockton School Committee 
Chelsea School District__. 


Ashland Public School District. ...............---..---- 


North Andover Public Schools 
Hamilton Town Schoo! District 
Dedham School Department 


Town of Chelmsford School District 


Whitman Schoo! District 


City of Malden School | SS eae eae 


City of Somerville School District 
Easton School Committee___.._- 


City of Haverhill School'Committee 


Se a LEED | 25, 


Topsfield School Committee._.-_---_----------- 


Danvers School Committee 
Stoneham School Committee__-_- 
Melrose School Committee_- 
Medford Prblie Schools ___ 


‘T.ynnfield Schoo] Committee_. 


Relront School Committee 
Bowley School Committee 
Georgetown School Committee 
Poxford School Committee -_- 
Plymonth Schoo) Committee 
Beverly School Committee_- 
Arlington School Committee 


Town of Sherborn Schoo] Committee 
Town of Groveland School Committee 
Town of Westboro School Committee. 


West Newbnyrv School Committee _- 


Avon School Committee. 


Pentucket Regular School District__ 


Total 

















1958 entitle-| 1969 estimated entitle. 
ment ment . 
| 100 percent | 100 percent | 85 percent 
(3) (4) (5) 
EEE | re, 
8, 135 | ON 2 
1, 742 | (1) st sae 
6, 686 OMe 
24, 662 31, 352 26, 649 
16, 149 16, 973 14, 427 
18, 829 20, 444 17, 377 
22, 898 | RE, EE ae, 
074 | (1) lio = 
13, 045 | (yee 
9, 842 13, 596 11, 587 
2, 499 (eel i sae 
19, 175 27, 139 
3, 572 oe — 
7, 462 | 11, 529 9, 780 
5.520 |_... si obdus ai 
5, 806 7, 538 6, 407 
37, 742 45, 017 38, 264 
| 54, 450 | 64, 745 | 55. 033 
25, 320 | 33, 778 | 28, 711 
| 4, 441 | 8, 499 7, 224 
i 4 364 | i) dn Geihaitigieas 
5, 059 (1) ; 3 a 
14,915 | Oo Tae 
| 17,835] = -24, 361 | 20, 707 
4 10, 056 | (‘) | iacemeaneael 
49, 204 | (*) roe 
| 63, 079 75, 150 63, 878 
9, 187 9, 327 | 7, 928 
2, 730 (1) becndaed 
12) 623 | (1) 
11, 306 | (1) | «dsUheceums 
19, 727 | po Fee 
60, 557 | (1) | aobavocennes 
8, 639 ) : 
-| 20, 564 | 24, 826 | 21, 102 
1, 820 (') os 
2,744 > th eae 
1375) (| 
10, 519 | 16, 367 13, 912 
(2) | (1) | aa 
43, 421 | (') . 
| : 3, 932 | 3, 342 
Umiion. 1. 587 | 1, 332 
(igao. 6. 850 | 5, 823 
1, 165 | 990 
. | 4, 034 3, 429 
3 --| 5, 527 4, 698 
| 2,985,593 | 2,695,150 | 2, 200, 854 





1. 1958-59 application has not been received in this office to date. 
3 No net entitlement. 


NATIONAL DE 


FENSE 


FELLOWSHIPS 


Mr. Bow. Dr. Derthick, I notice on page 4 of your statement with 
reference to National Defense Fellowships you state— 


This program will encourage and assist in the expansion and improvement 
of facilities for graduate education and increase the supply of well trained col- 
lege and university teachers. 


Let me preface my question by saying this: 


In the preliminary 


examinations that I give for appointments to the service Academies 
I have been concerned with the low grades that the various appli- 
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superintendents of my district one time about this, and they told me 
if I could find some way whereby they could pay teachers an equiva- 
jent sum that industry pays a good mathematician, perhaps, we could 
solve it. 

OBLIGATION OF RECIPIENTS OF FELLOWSHIP TO TEACH 


What is there in this program which would mean that these well 
trained and special trained people that get these grants would go 
into the teaching profession and not into Saihaere? 

Dr. Derruick. There is not an absolute guarantee, Mr. Bow, that 
they would take up teaching. The graduate institutions, however, 
in selecting the people for these fellowships have in mind people who 
are planning to go into college teaching. The whole purpose of it 
js to increase the reservoir of personnel that goes into that field. 

Mr. Bow. But, even though they have the intention, when some 
offer comes along about the time they graduate with this extra train- 
ing which has been paid for by the taxpayers and somebody makes 
them an offer to go into private industry, it might be hard for them 
to turn it down. 

Dr. Derruick. That could happen, but if we increase the reservoir 
so materially of the prospective teachers we believe that education 
would get a very major share of them, and if we do not increase the 
reservoir, then we are worse off than ever. 

Mr. Bow. In the ROTC and the NROTC programs where grants 
are given—Federal grants—for education at the schools, there is an 
agreement by contract that they will serve so long in the service 
from which they receive their grants. 

Is there any reason why that cannot be done by some contract or 
understanding with these people, that they would spend so much time 
in the teaching profession after graduation? 

Dr. Derruickx. Well, of course, it could be provided, but it is not. 

Mr. Bow. Well, what do you think about it? 

Dr. Derruick. I would be reluctant to tie it down that hard and 
fast, because I think education is going to get a major share of them. 

Mr. Bow. What makes you think that? 

Dr. Derruick. Because in the selection process for the fellowships 
I think that these institutions are going to select people who have 
their heart in teaching. I have had the experience over and over 
again of seeing people forego extra advantages—financially and other- 
wise—in other fields in order to stay in the teaching profession. I 
think the selection process will insure that a major portion of them 
will stay in teaching. 

Mr. Bow. You have seen a good many fine teachers go into the 
profession 

Dr. Derruicx. Yes, sir; that is right. 

Mr. Bow. Probably more have gone in that way than who have 
stayed purely out of dedication to the educational system? Am I 
right ? 

Dr. Dertuick. But on the other hand we have lost all toomany. I 
think the process of getting up these teachers’ salaries is going on also. 
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INCREASE IN TEACHERS’ SALARIES 


Teachers’ salaries are being raised very materially, and have been 
raised very materially in the last 5 or 6 years and they have got to zop- 


tinue to rise. 


Mr. Bow. Can you insert a chart which will show something abou 


the increase in teachers’ salaries? 
Dr. DerruicK. Yes, sir. 
(The chart referred to follows:) 


TABLE 30.—Average annual salary per member of total instructional staff in full. 
time public elementary and secondary day schools, by State; and personal incom, 
per member of labor force, continental United States: 1949-50 to 1955 


| Unadjusted dolk 


Region and State 


} 1949-50 1951-52 1953-54 
(i) (2) (3 4 
Personal income per member of labor force, con- | 
tinental United States | 3, 385 3, 981 4, 245 
Average annual salary per member of instruc- | 
tional staff, continental United States. 3, 010 3, 450 3, 825 
Northeast: 
Connecticut _._. 3, 558 3, 937 4,274 
Maine . 2,115 2, 269 2, 427 
Massachusetts. - - | 3, 338 3, 553 +. 006 
New Hampshire. --- 2, 712 3, 031 3, 252 | 
New Jersey. ..- 3, 511 3, 922 4, 271 
New York 3, 706 4, 591 4, 658 
Pennsylvania. - -- 3, O0F 3. 536 1 O74 
Rhode Island-..- 3, 294 3, 603 3, R81 
Vermont. 2, 348 2, 598 2, 820 
North Central 
Tilinois. 3, 448 3, 903 4,353 
Indiana_. 3, 401 3, 885 4, O8 
Iowa 2, 420 2, 895 2, 897 
Kansas 2, 628 2, 963 3, 258 
Michigan. -..- 3, 420 3, 862 3, 999 
Minnesota- --. 3,013 3, 327 3, 687 
Missouri. 2, 5R1 2, 763 3, 188 
Nebraska_ .-- 2, 292 2, 550 2, 922 
North Dakota. 2, 324 2, 535 2, 659 
Obio. 3, ORS 3, 537 4,012 
South Dakota_. 2, 0F4 2, 351 2, A38 
Wisconsin... 3, 007 3, 590 « 3, 840 
South: 
Alabama_ 2, 181 2, 537 2, 783 
Arkansas... 1, 801 1, 884 2, 286 
Delaware 3, 273 3,919 4,042 
Florida.... 2, 95K 3, 248 3, TRS 
Georgia 1, 943 2, 586 2, 862 
Kentucky... 1, 936 2, 393 2, 526 
Louisiana 2, IRB 3, 124 3, 504 
Maryland_. 3, 594 3, 903 4,148 
Mississippi__. 1,416 1,617 1, 864 
North Carolina 2, 688 3, 282 3, 354 
Oklahoma 2, 736 3, 031 3, 271 
South Carolina_-. 1,891 2, 400 2,815 
Tennessee _. 2, 302 2, 462 2, 875 
Texas 3, 122 2, 213 3, RRA 
Virginia_. 2, 3°R 2.477 3, NR? 
West Virginia 2, 425 2, 947 3, O58 
District of Columbia 3, 920 4, 487 +, 797 
West: 
Arizona 3, 5A¢ 4, 021 4,491 
California 4,163 4, 787 
Colorado 2, 821 3. 244 3, 640 
Idaho 2, 487 » 849 3, 350 
Montana... oe" 094 3, F 
Nevada 3, 209 3, 484 3, 7s 
New Mexico 3, 215 3, 671 4,197 
Oregon 3, 323 3, 679 4,163 
Ttah 3,103 3, 420 3, 744 
Washington... 3, 487 3,919 4,334 
Wyoming 2, 798 3, 157 3, 512 


Source: Biennial Survey of Education, ch. 2 
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Percentage increase in average annual salary per member of the instructional 


staff, continental United States: Percent 
me persod, 1040-00 to 1901-G2..................._...-.--...---- +. SD 
9-year pertod, 1961462 to: 1950-64200 cure lt escent ie 10.9 

8.7 


9-year period, 1953-54 to 1955-56_...---_-~ Ee 

Average salaries by State for 1957-58 and 1958-59 are given on page 23 of the 
publication Estimates of School Statistics, 1958-59, published by the research 
Fivision of the National Education Association. These figures are based upon 
estimates from the State education departments, or from the State teachers’ 
associations, or from the central NEA research division. 

Mr. Tomas. Will you yield at that point, Mr. Bow ? 

Mr. Bow. Yes; certainly. 

Mr. Tuomas. What is wrong with the old American time-honored 
and time-tested principle of going to work with reference to our school- 
teachers? We get what we pay for, and when we want something bad 
enough, we pay for it. We need it, do we not ? 

If we want good teachers, it looks like we have got to pay for them. 
We have got to put the te: achers up on a high pedestal in the com- 
munity economically and socially. 

You will get the dedicated teachers if you do that, but you cannot 
expect a teacher , though dedicated, to live beneath the standards of 
-~ people in the community who are not his or her equal mentally 

w physically or any other way. That applies to most men and 
daien. It seems to me as if the quicker we learn that the quicker 
we are going to get our problem solved. 

When everything is said and done it is not these fine buildings or 
this fine equipment which is going to solve the problem. It is purely 
that dedicated teacher who is going to get the ‘ob done. 

Dr. Derrnuick. Well, Mr. Thomas, T would not take anything for 
having that statement on the record. It is beautifully said, and I 


could not agree more. 
ADVANCE TRAINING IN FOREIGN LANGUAGES RESEARCH 


Mr. Bow. On the question of language development, I think it is 
agreed that undoubtedly we need more teaching of languages particu- 
larly of some of the more difficult langudges; and I agree w vith my col- 
league from Massachusetts that Italian, French, and Spanish are 
pretty well covered, but I am rather interested in one statement here 
where you set forth very clearly in your statement the needs. Mr. Kir- 
wan read a part of it to you where you said, “The change over the years 
and the fewer number of people to take languages,” and then in the 
justifications on page 44 where you refer to evidence of needs—and it is 
rather thoroughly gone into—as to why we need them. However, I 
find on page 8 of the supplemental request is included $2,475,000 for 
research authorized under Public Law 602, title 6, this language: 

Contracts need to be negotiated as soon as possible for studies and surveys to 
determine the need for increasing or improving instruction in modern foreign 
languages. 

It seems to me you have pretty well pointed out in your justifications 


the needs. 
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What sort of contracts are you going to enter into with this $2,475,. | 


000 to determine that we need more language instruction in this 
country ? 

Dr. Dertuick. Well, that research figure that you speak of is pri- 
marily to improve teaching methods, and to develop teaching 
materials. 

For example, a number of these languages that our Government 
needs taught and needs people that can use them, we do not have dic- 
tionaries for those languages nor textbooks, 

Mr. Bow. Are we going into the business of writing dictionaries 
in all of these various languages? 

Dr. Dertuick. Under these contracts for these most needed lan- 
guages we would have to develop dictionaries. There do not exist 
dictionaries. 

Mr. Bow. Will you please enumerate for me, Doctor, what contracts 
you expect to enter into with that $2,475,000? What are you going 
to use that money for? 

Dr. Derruicx. Dr. Babbidge is familiar with that and, perhaps, he 
can answer that question. 

Dr. Bazsipce. I cannot, Mr. Bow, give you a specific description 
of the contracts to be entered into because we have just within—— 

Mr. Bow. For what are you going to contract? 

Dr. Bassmcr. We are going to contract for research in methods of 
instruction, and the use of new dictionaries so that language compe- 
tence can be imparted more rapidly and more effectively to people 
studying the language. 

We are going to contract for the development of teaching ma- 
terials. The Commissioner used the dictionary as an illustration. 

Mr. Bow. What dictionaries do you plan on printing? 

Dr. Bassince. I could not tell you, Mr. Bow, because the need for 
surveys by language has not been met. We have entered into a con- 
tract, as the Commissioner indicated earlier, with the American Coun- 
cil of Learned Societies. 

Mr. Bow. How much is that contract ? 

Dr. Bassiwce. $25,000. 

Mr. Bow. And, is that paid—has that been paid or does that come 
out of this supplemental ? 

Dr. Bassipcr. That has-been-paid. 

Mr. Bow. Let us find out what you are going to do in research and 
contracts with this $2,475,000. 

Dr. Bazssiper. We are going to pursue and follow up on the Ameri- 
can Council of Learned Societies. 

Mr. Bow. How much is that going to cost ? 

Dr. Barnsince. Well, the first of our contracts is for $5,000 to sur- 
vey the adequacy of instruction in Near East languages. 

Mr. Bow. That is $5,000? 

Dr. Bassiner. Yes, sir; that has been contracted for, but: we have 
exhausted the funds available at the moment for research and surveys. 

Mr. Bow. Well, we have $5,000 out of $2,475,000. We have 
$2,470,000 to go. 

Where are we going to use it ? 

Dr. Dertuicx. Mr. Bow, if you will look on page 49 of the justi- 
fications, you will see a broad breakdown of that. 
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Mr. Bow. How did you arrive at those figures? That is what I 
am trying to get at. Is this something you have taken out of the air, 
or do you have something basic for it ¢ 

Dr. Bassipce. We could supply you for the record, Mr. Bow, with 
a list of the projects which we think ought to be given highest pri- 
orities in the research and survey field. 

These have been priced out, roughly,-to be sure, with the aid of con- 
sultants and a group of advisors in the language teaching field, but 
we do not think that they really are ideal. ‘The expenditures for im- 
provement of instructional techniques in physics, for instance, spon- 
sored by various Federal agencies and private groups run in excess of 
$1 million a year for that study alone, and just in the development 
of new material the Massachusetts Institute of Technology is concen- 
trating heavy expenditures and effort to score major breakthroughs 
in this particular field. Our whole research program is predicated 
upon the assumption that with major expenditures over a short period 
of years we can effect such a breakthrough. 

Mr. Bow. In other words, as I take it, then in this $2,475,000 you 
have no definite contracts ready to go? 

Dr. Bassince. We have not been in a position really to negotiate 
contracts because we have no funds. 

Mr. Bow. And you have had no conferences with people with whom 
you might contract ? 

Dr. Bassince. We have had a good many such conferences. 

Mr. Bow. Have they given you any figure as to how much their 
services would cost ? 

Dr. Bansince. We have discussed figures. 

Mr. Bow. Can you tell us something about that / 

Dr. Bansincg. I cannot at this time, I am sorry to say, but we can 
provide it for the record. 

(The following information was supplied for the record :) 


RESEARCH IN LANGUAGE DEVELOPMENT 


A contract was arranged with the American Council of Learned Societies for 
a 3-month study of language needs in Government, business, industry, and edu- 
cation, and for a survey of the adequacy of present higher education offerings 
in languages which might be eligible for consideration as the basis for establish- 
ing centers. The cost of these surveys, to be completed by February 1, 1959, is 
$25,000. 

Additional funds will be requested under the supplemental authorization to ex- 
pand research by $2,475,000. This is extremely important at this stage in the 
development of the program because of the very considerable groundwork in 
research, experimentation, and studies which must be done before the language 
centers and institutes can begin to carry out effectively the training job planned 
for them. The areas of research and studies requiring immediate attention fall 
roughly into the following: 

1. Development of basic instructional material and research into the operation 
of language and area centers.—In order to provide the adequate instruction in 
the critical languages that will be expected at centers, much developmental work 
will be necessary in the various hitherto neglected languages involved. New 
linguistic analyses, dictionaries, teaching methods and materials, and auxiliary 
instructional aids to be used with mechanical and electronic devices will be re- 
quired. 

Since at first there will be an extreme shortage of expert personnel in these 
critical languages, such research and development will require several years. 
The same situation will apply to the development of adequate teaching mate- 
rials for related area studies (history, sociology, economics, and so forth). 
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EXAMPLES 


For many languages of nations, each spoken by many millions of people, no 
basie instructional materials exist that are suitable for American students, Fo, 
example, even elementary textbooks need to be produced for three of the most 
important African languages, Amharic, Hausa, and Swahili. Student dictiop. 
aries are missing for most of the important languages of Southeast Asia. Gradeq 
readers do not exist for more than a dozen of the “official” languages of nations 
with which the United. States has diplomatic and business relations. 

2. Development of basic instructional matcrial for teaching in elementary 
and secondary schools—There are for elementary and secondary schools vir. 
tually no new instructional materials available which have as their obiective 
the effective training of the student in the communication skills of the foreign 
language. The situation is compounded by the fact that title III of Public 
Law 864 will make it possible for numerous schools across the country to 
install new mechanical and electronic equipment for language teaching when 
no adequate instructional materials for this equipment are available and the 
teachers will not know how to employ such equipment in their teaching, whieh 
is almost wholly based upon long outmoded texthooks. Supplemental funds are 
requested to develop new instructional materials in the languages usually taught 
in our schools—French, Spanish, German, Italian, and Russian—and for thor- 
ough field trials of such materials. Contracts would be negotiated in the spring 
of 1959 with the expectation that resulting products would be ready for demon- 
stration at summer institutes in 1960. Such materials would of course be useful 
in subsequent institutes authorized under part B of title VI. These institutes 
have aS a main purpose the training of elementary and secondary school teachers 
in new methods and instructional materials in the modern foreign languages, 
and the upgrading of language proficiency of these teachers so that they may 
perform more effectively. 

Among planned projects are: 

(1) The immediate development of new teaching materials in French, Spanish, 
German, Russian, and Italian, for training purposes in the summer 1959 insti- 
tutes, and for utilization by the trainees in their classrooms in the fall of 1959 

(2) The long-range development of full courses of study for each of the 
languages taught in the schools. French will be dealt with first. Overlapping 
courses of study (including teachers’ manuals, texts, magnetic tapes, pictures, 
et cetera) will be prepared and field tested for sequences from grade ITT through 
grade XIT, grade VIT through grade XII, and grade IX through grade XII. 
Similar courses will be prepared for Russian, Spanish, German, and Italian 
Teams of the most able professional persons in each language will be assembled 
for these projects. 

(3) A manual will be prepared detailing the effective use of electronic and 
mechanical language-learning equipment by school teachers 

(4) Several motion picture films will be prepared which demonstrate effee- 
tive teaching procedures. These will be for use at institutes, but also for indi- 
vidual borrowing by teachers in the field in order to learn to increase their 
efficiency. 

(5) Preparation of cultural indexes for the countries and regions where these 
languages are spoken. These would be encyclopedia-type descriptions of cultural 
items which are especially characteristie of the contemporary people speak- 
ing these languages. They would have great value to the teacher in teaching 
understanding of the peoples and their civilization. 

3. Development and validation of batteries of tests for measuring levels of 
achievement in various language skills.—It also seems essential that a full 
battery of tests be developed and validated so that institutes may be enabled 
to evaluate progress in training. Such tests would, for each of the languages 
taught in the schools, establish for each teacher-student her level of competence 
(minimal, good, excellent) in the specific criteria which make un proficiency 
as a language teacher—listening, comprehension, speaking. reading, writing, 
linguistic analysis, and knowledge of the foreign eulture. With such tests avail- 
able, the institute personnel can very quickly identify those criteria in the in- 
dividual student-teacher which will need intensive work. and progress. ean be 
checked effectively. The tests will also help the Office of Education evaluate the 
effectiveness of institutes. Therefore supplemental funds have been requested 
for the develonment of such tests. 

4. Research and experimentation in the psychology of language learning.—We 


have only rudimentary knowledge of the psychology of language learning, espe 
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cially in respect to the learning of a second language. Adequate research. in this 
area of learning may well turn up new understanding which may make possible 
4 breakthrough in language teaching. 

Although, in the absence of funds, no negotiations have been begun, discussions 
with psychologists have taken place, a roster of interested and qualified psy- 
chologists has been compiled, and a number of specific problems have been 
identified. For example, a reliable answer is needed to the much debated ques- 
proves, or lessens eventual skill in reading. Another unanswered question, 
currently much agitating parents and sehool people, is that of the optimum age 
at which second language learning should begin. Scientific tests and experimen- 
tation should give us answers to these and similar important questions. 

5. Special studies to determine the status of language study and teaching in 
institutions of higher education.—Finally, it would seem essential that a com- 
prehensive and detailed series of studies be made so that the facts and statistics 
of modern foreign language study in American educational institutions is known 
fully, and is kept current. 


Some sample proposed projects: 


(1) Study of current enrollments and of enrollment trends in the various 
modern languages at all levels of education, and in adult education. 

(2) Study of present training practices at 4-year colleges for language 
teachers, with aim to discover ways to improve such practices. 

(3) Study of entrance and source een in foreign languages in col- 
leges and universities for the B.A., M.A., and Ph. D. degrees. 

(4) Study of certification ntetlie es Tid requirements for language teachers 
in the various States. 

(5) Study of current offerings in the exotic languages at American institu- 
tions of higher education, and a register of all qualified teachers of the rare 


tongues. 
(6) Study of the manpower potential among American minority groups for 
the teaching of the unusual but critical languages of the world. 


PARTICIPATION OF PRIVATE AND NONPROFIT SCHOOLS 


Mr. Bow. I noticed one statement to the effect that certain con- 
ferences and services will be set up, and that certain sums will be 
paid for it, but the private institutions and schools can participate 
but receive no siipened. 

W hat are those private se hools ¢ 

Dr. Banpipcr, These would be church-related schools and independ- 
ent nonprofit schools. 

Mr. Bow. In other words, the parochial schools would receive no 
stipened for the people who attend ¢ 

Dr. Bansiwcr. That is right. The staff of a private school attend- 
Ing an institute sponsored | ry this aet would not be eligible for weekly 
stipeneds: whereas, a public school staff would be eligible. 

Mr. Bow. | woul | tie to say this, and again re ferring to my pre- 
liminary examinations for the service Acadamies: 

I find that many of these so-called private schools are parochial 
schools, and that the students whe have attended these schools pretty 
close to the top of the list. Apparently they are receiving a fine 
education and they have relieved the American taxpayer of millions 
of dollars of taxes. 

It is a little hard for me to understand why they are deprived 
of this particular function which I understand, perhaps, is in the law; 
is that right? 

Dr. Derruick. It is written into the law. They do participate in 
the institute free of charge, but they do not have the stipend; that 
28 true. 
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Mr. Bow. But others do. Nevertheless, they have relieved us of 
many millions of dollars in taxes. 

Can you in these areas where you have set up specific contracts with 
some of the colleges and universities and where you have such infor. 
mation by States also include the names of the colleges and univer. 
sities in the chart which has previously been requested ¢ 

Dr. Dertuick. Yes, sir. 


CONTRACTS FOR SCHOLARSHIPS 


Mr. Bow. How many actual contracts for scholarships have been 
issued ¢ 

Dr. Dertuick. You mean for loans? 

Mr. Bow. Yes, sir. 

Dr. Dertuick. For fellowships? 

Mr. Bow. No. 

Dr. Derruick. 150. 

Mr. Bow. For fellowships? 

Dr. Dertuick. Yes,sir. 150,and we have 850 waiting to be awarded 
at such time as a supplemental might be available. 

Mr. Bow. How many do you have on the other scholarship funds? 

Dr. Derruicx. The loan ? 

Mr. Bow. Yes. 

Dr. Dertuick. We do not know that, because the institutions make 
those awards, and the money has not been out more than about 
a month, I believe—this initial appropriation of $6 million. 

Mr. Bow. Have you completely distributed that ? 

Dr. Dertuick. Yes, sir. 

Mr. Bow. And you have committed it to the various schools and 
universities ? 

Dr. Derruick. That is right, sir. 

Mr. Bow. Can you give us a list of the schools and universities 
to which you have committed this money in here, and the amounts to 
each institution ? 

Dr. Dertuick. Yes; 1,227. We certainly can do that. 

(The information requested follows :) 


Alabama: 
Alabama Agricultural and Mechanical College, Normal, Ala______ $2,512 
means eee, aeemterane; Aim. -. oss enue 4, 522 
Alabama Polytechnic Institute, Auburn, Ala__....._.-_________ 6, 476 
Alabama State College, Montgomery, Ala_.__.._______________ 2, 233 
Birmingham-Southern College, Birmingham, Ala______._-__________ 3, 294 
Daniel Payne College, Birmingham, Ala_........_______________ 1, 608 
Florence State College, Florence, Ala_.........______________ 4, 020 
Jacksonville State College, Jacksonville, Ala_.........._________ 10, 049 
eI Sa iccclieerth Gran dneaieben Sup tnespnaiintimens 977 
Livingston State College, Livingston, Ala__......___________ 960 
Neen eee een eee ene ed ce cisciupusengstneseseoesinciencseuudinoen 3, 015 
pees eeeeee Someone, Seeman. Ale... neem dew 614 
St. Bernard College, St. Bernard, Ala_......-...__._____-_______. 3, 015 
en et, as seh beeen emanating ites 1, 005 
Sn eon: oI, ©. 8 8 oc utheeecererceusarchinsenepepapbctn inte 1, 134 
Taueneen (ouess, Tanager. Ale... nce anee 503 
ey seen eronnee, “we, ee 4, 690 
Tuskegee Institute, Tuskegee Institute, Ala_..........._-______ 18, 145 
University of Alabama, University, Ala_............._...._.._-__. 19,853 


Alaska: 
University of Alaska, College, Alaske._........................ 1, 347 
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Arizona : 
American Institute for Foreign Trade, Phoenix, Ariz._.........- 
Arizona State College, Flagstaff, Ariz_...-_-...---....--~+.~... 
mone State. College, Tempe, ALlS3 i. 4.ccseidm ricer tem nampemingoe 
Grand Canyon College, Phoenix, Ariss... -i..1.-~+56-6+5-5-4.-= 
Dunemis Oollege.. Phoenix, MtiGis .s6icinh<niedadtipne dn canhh~aed 
University of Arizona, Tucson, Arks-.~.,..-.~....~.-- ss 


Arkansas : 
Agricultural, Mechanical and Normal College, Pine Bluff, Ark____- 
Arkansas Agricultural and Mechanical College, College Heights, 


Preiees CORES, TRUNNV IG. TAUB och eer e ep Satan aceaieeaan 
Arkansas Polytechnic College, Russellville, Ark 
Arkansas State College, State College, Ark 
Pitiets GF Tie OBRYES, CIATERTING, BYR o cere penn ag an ete see 
Fort Smith Junior College, Fort Smith, Ark 
naan’ "CUNEO, (IDC I eosin a mee me pee eapeobieeen 
Henderson State Tteachers College, Arkadelphia, Ark 
ra CV) ROO a enminiagneeegoosmmoninns 
John Brown University, Siloam Springs, Ark 
Ey TRI COMRE VOR UEGY, MR OUR et Fe ert erepeinee 
Ouachita Baptist College, Arkadelphia, Ark 
Philander Smith College, Little Rock, Ark_._-----_----_------.-- 
Southern Baptist College, Walnut Ridge, Ark 
Peetnern Siste OCOUSe, BASOUG, . ANEW. ennne meee emeemeenmeoe 
University of Arkansas, Fayetteville, Ark 


California’: 
Art Center School, The, Los Angeles, Calif 
eae. College... Asses... Onlifta.. . te ic bd. eds 
Bakersfield College, Bakersfield, Calif.............-....- 
Berkeley Baptist Divinity School, Berkeley, Calif._...cu......... 
California College of Arts and Crafts, Oakland, Calif......__-___ ae 
California College of Chiropody, San Francisco, Calif 
California Institute of Technology, Pasadena, Calif 
California School of Fine Arts, San Francisco, Calif 
California Western University, San Diego, Calif 
Chaffey Junior College, Ontario, Calif 
Chapman College, Orange, Calif 
Chico State College, Chico, Calif 2b ho ce 
Chouinard Art Institute, Los Angeles, Calif....c..........-.. 
City College of San Francisco, San Francisco, Calif 
Claremont Graduate School, Claremont Calif 
Claremont Men’s College, Claremont, Calif 
Coalinga College. Coalinga. Catits on asidsech nnndeeda cece deen 
College of the Holy Names, Oakland Calif 
College of the Pacific, Stockton, Calif 
College of San Mateo, San Mateo, Calif 
ceeeee OF the Benuoes. Vienne, Obl... W..nc eee nee ne 
Contra Costa College, San Pablo, Calif 
Eee Vatioy Colles. Goncord; Cane... es 
El Camino College, El Camino College, Calif.............-..--_-- 
Foothills Junior College, Mountain View, Calif 
re Tat CI I Train ce ee ee 
Fuller Theological Seminary, Pasadena, Calif 
Golden Gate College, San Francisco, Calif 
Humboldt State College, Arcata, Calif 
pegs Colleges. Biscrton: Cae ee 
Immaculate Heart College, Los Angeles, Calif 
La Sierra College, Arlington, Calif 
ne: Teens Cone, Te Verne; Gants 
Long Beach State College, Long Beach, Calif......_.._._--_______ 
Los Angeles College of Optometry, Los Angeles, Calif 
Los Angeles Pacific College, Los Angeles, Calif........._________ 
Los Angeles State College of Applied Arts and Sciences, Los Angeles, 


1, 57 
1, 420 
1,110 
526 
786 
5, 258 
5, 890 


1, 683 
2, 450 
817 

1, 633 
11, 656 
3, 594 
10, 618 
583 

8, 494 
2, 287 
5, 568 
10, 128 
3, 186 
10, 291 
4, 034 
326 
164 

1, 470 
21, 900 
10, 614 
3, 512 
735 

1, 047 
2, 352 
2, 450 
2, 450 
1, 225 
2,573 
8, 167 
32, 750 
5, 227 
5, 717 
4, 084 
10, 147 
1, 552 


10, 715 


6, 542 
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Continued 

Loyola University of Los Angeles, Los Angeles, Calif 
Marymount College, Los Angeles, Calif 
Menlo College, Menlo Park, Calif.____._~- 
Monterey Peninsula College, Monterey, Calif........___~- 
Mount St. Mary’s College, Los Angeles, Calif___- 
Oakland City College, Oakland, Calif 
Occidental College, Los Angeles, Calif 
Orange Coast College, Costa Mesa, Calif 
Pacifie Union College, Angwin, Calif 
Palomar Douess Ban Mances, Geli. ....<....2.....-.......-- 
Pasadena City College, Pasadena, Calif___- 
Pasadena College, Pasadena, Calif 
Pomona College, Claremont, Calif 
Seearey. Ceres, Mecnley, Obl 54. ccm cen en ecennae= 
Sacramento State College, Sacramento, Calif Sa ee Ra ae 
St. Mary’s College of California, St. Mary’s College, Calif 
St. Patrick’s Seminary, Menlo Park, Calif_._........._._____ 
San Bernardino Valley ert San Bernardino, Calif 

San Diego Junior College, San Die OS EE once, 
San Diego State College, San Diego, Calif 
San Jose City College, San Jose, Calif___- 
San Jose State College, San Jose, Calif__- 
Santa Rosa Junior College, Santa Rosa, Calif 
Shasta College. Redding, Calif____ : 

Sierra Junior College, Auburn, Calif__- 

Simpson Bible College; San Francisco, Calif 
Southern California Bible College, Costa Mesa, Calif 
Stanford University, Stanford, Calif____- 
Stockton College, Stockton, Calif 
Taft College, Taft, Calif_- ieee ; 
University of California, Berkeley, Calif 
University of California, Davis, Calif_......__-_- 
University of California, La Jolla, Calif____ 
University of California, Los Angeles, Calif_ 
University of California, Riverside, Calif___- 


University of California, San Francisco Medical Center, San 


eles Eben niad 
University of California, Santa Barbara, Calif 
University of Redlands, Redlands, DE) peg Le 
University of San Francisco, San Francisco, Calif___- 
University of Santa Clara, Santa Clara, Calif.........._...___- 
University of Southern California, Los Angeles, Calif 
Ventura College, Ventura, Calif___- 
Westmont College, Santa Barbara, Calif_ 
Whittier College, Whittier, Calif_____- 
Yuba College, Marysville, Calif__ 


Colorado: 


Adams State College, Alamosa, Colo_______-_ 
Colorado College, Colorado Springs, Colo 
Colorado School of Mines, Golden, Colo_________- 
Colorado State College, Greeley, Colo___________ 

Colorado State University, Fort Collins, Colo__- 

Colorado Woman’s College, Denver, Colo_____ 

Fort Lewis Agricultural and Mechanical College, Dura ingo, Colo 
Lamar Junior College, Lamar, Colo________- 
Loretto Heights College, Loretto, Colo______ ; 
Mesa County Junior College, Grand Junction, Colo 
Northeastern Junior College, Sterling, Colo__ 
Pueblo Junior College, Pueblo, Colo___- 
Regis Collece, Denver, Colo__- a i 
Trinidad State Junior College, Trinidad, Colo__ 
University of Colorado, Boulder, Colo- 
University of Denver, Colo____- =e 
Western State College of Color: ido, ‘Gunnison. Colo 
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Connecticut : 


Albertus Magnus College, New Haven, Conn__--__--_____________ $3, 140 
MR TURINEGL COMEE WONG, Sr Uh E UTM OUI a iscosec etcseere eect ecerenerresteepereernes 4, 582 
erm SUPE NE EOD CI RN sm eecererereptnnremerenanteeneesniecioeeiaeecoren 4, 973 
DRE naTE, A JOOE TIE COUN PUCCINI essen erineeigninneernn 3, 055 
emt Sea Ver COs. INOW EE VCR, COUN pete eenepenene 1, 230 
New Haven State Teachers College, New Haven, Conn___-_---_-___ 5, 516 
OEE TR a so Rigg Vs ag eee Ae A pe ha ont ee ee 
ir, eins “COGAN, WW GND -SEmr ER OIUL ORIN neers 1, 528 
Teachers College of Connecticut, New Britain, Conn_______-____~ -_ 4,684 
Trinity College, Hartford; 'Conti_—-.- eee 5, 102 
University of Bridgeport, Bridgeport, Conn ___--_-___-___--_-_---- 15, 984 
Paavermicy OL CODmeCtICUL corte. Oetker ne 7, 682 
Wesleyan University, Middletown, Conn... .-.-.-_--_---____. 7, 637 
Willimantic State Teachers College, Willimantic, Conn___------~~ 1, 697 
Wale University, New Haven; Gee li .uisisabl so. seelati ones 10, 692 
Delaware: 
ranean SECC Coc ne, W Bei ces alee core cscs wena ce ke eect 7,174 
University of Delaware, Newark, Del___----~_-~- picuit ecient: ee 
District of Columbia: 
The American University, Washington, D.C__.___._________--__... 10,914 
The Catholic University of America, Washington, D.C______-_-____- 14, 870 
District of Columbia Teachers College, Washington, D.C__---- ~~ 491 
Dunbarton College of Holy Cross, Washington, D.C___-.---_--_~-_ 982 
perme CCIE TU RRR, Tas orcs scene sects cs enmemeenenees 1, 255 
George Washington University, Washington, D.C__---------__-- 7, 6389 
Georgetown University, Washington, D.C..--.---------------__-- 19, 863 
soma -Tniversity,. WeORRINCOR, TID icici cette nnn 9, 947 
Trinity ‘Oolleme;| Waghitigtomi, 260. s eet oe So cise wis 5, 315 
Florida : 
nana Wr pe Ca RI a nn Sn einen cmtadenmeorememenminn 2, 043 
Bethune-Cookman College, Daytona Beach, Fla_..-..-.---____--__- 4,126 
Central Florida Junior College, Ocala, Pla_._...-.-..-..--_.__... 985 
Florida Agricultural and Mechanical University, Tallahassee, Fla_. 2, 804 
BIOTIGS” CUFIRUER OOHCRS, “PRUNING. Tee an oh eee ein eee 124 
Florida Normal and Industrial Memorial College, St. Augustine, Fla. 1,318 
Florida Southern College, Lakeland, Fla_..........-..____.._____- 6, 409 
Florida State University, Tallahassee, Fla_______________________ 27, 641 
Gibbs Junior College, St. Petersburg, Fla__--__________ eee eae 601 
Howard Junior College, Ocala, Fla_.......___-___ eee 630 
Jacksonville University, Jacksonville, Fla____.______- See 721 
Manatee Junior College, Bradenton, Fla_____-__- ae Tee ee 280 
North Florida Junior College, Madison, Fla__._____________-_____ 297 
A egme ga Rai at i a AA Rd 7, 796 
University of Tiorida, Gainesville, Via... ee 30, 044 
University of Miami, Coral Gables, Fla Se ear eee See oe ee 20, 030 
Volusia County Community College, Daytona Beach, Fla___-—----~ 607 
Georgia : 
moneny Rtate College, Alhawy, Gti cialis oc cen sd eesubon ened) BERS 
Andrew College, Cuthbert, Ga__._.__-__-_-----_- Staind eittace bel & Ste 572 
Atlanta University, Atlanta, Ga..........._..... Lintoiet eine ko 1, 634 
etey Ci0tleee. WOU, Terry, (ie. 2s oinete ected wit cence 3, 676 
Brewton-Parker College, Mount Vernon, Ga_-_--_-------_----_--_ 631 
eer ae Ee nn er i nn athalase een 5, 065 
tImmanuel College, Franklin Springs, Ga_____-~- idighindy nna ind eal 613 
Emory University,. Atlanta, Ga._...-Us-ssenenu hbase take __ 8,186 
Georgia Institute of Technology, Atlanta, Ga__-__--_-__----_------- 6, 333 
Georgia Southwestern College, Americus, Ga__...-------_--_----- 1, 021 
reorgia State College for Women, Milledgeville, Ga___-_-~__ Oke 2, 504 
Georgia Teachers College, Collegeboro, Ga____----_-------------- 1, 185 
Mercer University, Macon, Ga_--_-_-~~- pies btinieistiarieida te bakes 2a 
Maidia Georgia College, Cochran, Gis cc acinwe cnt ili seen 735 
Morehouse College, Atlanta, Ga__...-_------------ ist ie cies 1, 525 
2, 451 


Morris Brown College, Atlanta, Gal______-_~_-~ inte EY 
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Georgia—Continued 


North Georgia College, Dahlonega, Ga 


Hawaii: 


Idaho: 


Illinois : 


Illinois Institute of Technology, Chicago, Il 
Tilinois State Normal University, Normal, Ill 
TiHinois Wesleyan University, Bloomington, II! 
Kendall College, Evanston, Ill___ 
Knox College, Galesburg, Il . 
Lake Forest College, Lake Forest, Ill 
Loyola University, Chicago, Tll__-_ 

MacMurray College, Jacksonville, Ill 


McCormick Theological Seminary, Chicago, Tl : 


Millikin University, Decatur, Il 
Monmouth College, Monmouth, Il 
Mundelein College, Chicago, I__- 


National College of Edueation, Evanston, I 


North Central College, Naperville, Tli_____ s 
North Park College and Theological Seminary, 
Northern Illinois University, De Kalb, Il 
Northwestern University, Evanston, Ill 

Olivet Nazarene College, Kankakee, Ill 


Chicago, Ml 


a ne errr eee ee at ae) ee et te $2, 144 
eS a I ot cease nceniibemenpere eeemeneprenewensreecsiet 1, 266 
ol dcenhanen eee arenes naenitntemrtennesocies teens 1, 888 
NET: SPEER INIET, SE PUONINIIEI SAI scent ree sapere sneer er etna 2, 132 
ee ee a n  . eaacigynctatmenpnemeyitarthignaamprmen 7 - 
oo etm mente neterngheoriiion > ae 
South Georgia College, 0umlas Ga... 4 368 
I fc a ceenenetihupeimeemminmnes 2, 859 
din chenmuenthretie ree... 
Toccoa Falls Institute, Inc., Toccoa Falls, Ga_........___-_._____ 817 
University of Georgia, Athens, Ga___________ Enea ee ‘ 38, 806 
ne RMIT ORI, RE ONION OI i co crestor enna en mn nies 3, 828 
Young L. G. Harris College, Young Harris, Ga____.-______..--_ 1, 062 
Chaminade College of Honolulu, Honolulu, T.H__------.---_--___ 1, 230 
Sn a atiencncamessemenenuicanaieial 1, 557 
University of Hawaii, Honolulu, T.H_.-.~..._-_.-.._-_--- ae 
Sane nnn a DORR” BEDENO: NNO oo ictcd nr momncadnnmtuhneweieabe 1, 028 
I So) Yaa ee a aioe 
Idaho State College, Pocatello, Idaho..._..._..........-—... 2,2 
Magic Valley Christian College, Albion, Idaho___.___----_---- ia 617 
North Idaho Junior College, Coeur d’Alene, Idaho_______------____ 914 
Northwest Nazarene College, Nampa, Idaho___---_--_-_.--.---_- 3, 746 
Ricks College, Rexburg, Idaho_......-__-___--~~. oath a on Aisi al 701 
University of Idaho, Moscow, Idaho_ ¥ saat cniielia 9,135 
American Conservatory of Music, Fine arts Building, Chicago, D1__ 257 
Augustana College, Rock Island, Ill sateibihecananetics unaeas 
Aurora College, Aurora, Ill___---------~- ails iinpeciiaadRtskacasiae iiadegite 1, 871 
I nr I sie cbenlhinseumpitewninerlgoaciin 1, 925 
oem ec ETE a POP, LIT a ss cceuiicstpatichepeelibantane 1, 925 
Chicago City Junior College, Chicago I1l-_ . 6,416 
Chicago College of Chiropody and Pedic Surgery, Chicag x0, eee 1, 330 
Chicago College of Osteopathy, Chicago, Ill___-._-__-_-.-_-..-_-_--._-_.._ 1, 925 
Chicago Medical School, Chicago, TMll_----_-_--~~ varsin eter nctaseeiatt |e 
Chicago Teachers College, 6800 South Stewart Ave., Chicago, | a 
nnn eI OU cs crenmsmnitiigibtes Greeabmp mihi 2, 780 
Concordia Teachers College, River Forest, eee en a 
DePaul University, Chicago, Ml_. i. side PEEP OO TEEN 
Eastern Illinois University, Charleston, a. ibechinceens ea avets  e 
Eureka College, Eureka, Il]___.--___--__ tea os 2, 994 
George Williams College, Chicago, Tl atilbecberen a . 5, 069 
Greenville College, Greenville, Ti]... 5, 347 
Illinois College, Jacksonville, Ill__- pet = 749 
Illinois College of Optometry, Chicago, Tl 1, 978 


10, 586 
31, 883 
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[llinois—C ontinued 


Principia College, Elsah, Ill 
SERRRINEE SODARIOONOS CUUELINOW EN ie sore sccics cto seta pb ena bonmerwntn shcbmnediintplialaneniatad 
SUPOnEODIPER a FORMING REANIM NN ie 5 tase cemsieeesdich xo cremiinenniderlacbaldboonnreacions 
Roosevelt University, Chicago, Ill 
Rosary College, River Forest, Ill 
ie.  OCOTUS OCOMGRO, DARIO) | BU ii cdmckdmerwtsiinictecrmmtadermwmmicnsieus 
ee agi OO SAO, CMOMONG NALD. 5. cnins) i. ote caneueed tn Gis en cablensdpeummnsiinaimnianikil 
Seabury-Western Theological Seminary, Evanston, Ill 
PGP SAGIRORS,  PROTITIG CORP RONL has nctets ccecersicneshiB ae wsasinianichmermanrnctciteates 
Southern Illinois University, Carbondale, Ill----...-.___________ 
Trinity Seminary and Bible College, Chicago, Ill 
University of Chicago, Chicago, Il] 
Be Mi eS OR go OES) a eS 
Western Illinois University, Macomb, Il 
Wheaton College, Wheaton, Ill 


Indiana : 


Anderson College and Theological Seminary, Anderson, Ind 
Ball State Teachers College, Muncie, Ind 
Bethel College, Inc., Mishawaka, Ind 
Butler University, Indianapolis, Ind 
Beeremnm Collome. Bichmong, Bia a assis ccc nicidocinwntemeemmbicaicedend 
ZwOVI1e CIOUOCC, TOVRDSVIIO, Dik cite acienitinckiememntiok pine 
Fort Wayne Bible College, Fort Wayne, Ind_-----._---______-____ 
Franklin College of Indiana, Franklin, Ind 
UNI MRI MOOR CRO I a as crtcliaadlciesmieie linia 
Grace Theological Seminary and Grace College, Winona Lake, Ind_- 
Un A SOR GOUGR EURURCN 
Indiana Central College, 4001 Otterbein Ave., Indianapolis, Ind_--- 
Indiana State Teachers College, Terre Haute, Ind 
Indiana Technical College, Fort Wayne, Ind 
SEGiane, Ui Verney, Ie OORUNRTOR, LING ocean ane entmncnenceeni 
Manchester College, North Manchester, Ind 
Marian College, Indianapolis, Ind__--- 
iret A FQpRONIS “TURNIPS sR ns ne -_satiieiniettmessbinibiciigh cence 
Oakland City College, Oakland City, Ind 
Purdue University, West Lafayette, Ind_................._..... 
os Polytechnic Institute, Terre Haute, Ind 

sosenn es Conese, OCGTleseVilib, 1G. gains cn nniieescncuwens 
oe. Mary-of-the Woods College, St. Mary-of-the Woods, Ind 
St. Mary’s College, Notre Dame, Ind 
ne Ren VEE SEREORUACR, UN 20k tect det piepecnig eiattingtewioeindenaes 
University of Notre Dame, Notre Dame, Ind 
Valparaiso University, Valparaiso, Ind- 
Vincennes University, Vincennes, Ind 


Iowa : 


Briar Cliff College, Sioux City, Iowa 
Buena Vista College, Storm Lake, Iowa______- Rd 
Centerville Community College, Centerville, Iowa____- 
Central College, Pella, Iowa______- Bib ei thineaus 
Clarinda Junior College, Clarinda, lowa_ 
Clarke College, Dubuque, Iowa____- 

Clinton Junior College, Clinton, lowa_ 
Coe College, Cedar Rapids, Iowa__ . wae ac ebaentichdiad 
College of Osteopathic Medicine and Surgery y, Des Moines, Iowa____ 
Cornell College, Mount Vernon, Iowa___-_ 
Creston Junior College, Creston, lowa__ 

DOPE TIDIVOPBICY, DOOR TRORTIOG, FIIs acc triers ccserstcttctnnnn 
Eagle Grove Junior College, Eagle Grove, low 2... 

Ellsworth Junior College, Iowa Falls, Iowa 
Nope emauen rn COENGEO,, LI RUNCUNNE ig ik ce ectmscteenst erences 
Grand View College, Des Moines, Iowa 
re amURCA OSL ROOUDO RPI, OI aia aah ec stc cccieises bc enidtcew ene eninstcoven emeerip etn 
Iowa State College of Agriculture and Mechanie Arts, Ames, Iowa__ 
Iowa State Teachers College, Cedar Falls, Iowa 


1, 069 
4, 211 
3, 288 
8, 662 


3, 208 











Iowa—Continued 


Iowa Wesleyan College, Mount Pleasant, Iowa____ 
Luther College, Decorah, Iowa_- 
Marycrest College, Davenport, Iowa 5 
Mason City Junior College, Mason City, Iowa___ 
Morningside College, Sioux City, Iowa 

Mount Mercy Junior College, Cedar Rapids, Iowa 
Northwestern College, Orange City, Iowa__ 
Parsons College, Fairfield, Iowa ae 
St. Ambrose College, Davenport, Iowa_ 
Simpson College, Indianola, Iowa d 
State University of Iowa, Iowa City, Iowa 
University of Dubuque, Dubuque, Iowa 
Upper Iowa University, Fayette. Iowa 
Waldorf College, Forest City, Iowa 
Wartburg College, Waverly, Iowa 
Westmar College, Le Mars, Iowa 

William Penn College, Oskaloosa, Iowa 


Kansas: 


Baker University, Baldwin City, Kans 

Bethany College, Lindsborg, Kerns 

Bethel College, North Newton, Kans 

Central College, McPherson, Kans 

Coffeyville College, Coffeyville, Kans 

College of Emporia, Emporia, Kans 

Dodge City College, Dodge City, Kans 

Fort Hays Kansas State College. Hays, Kans 

Friends University, Wichita, Kans eto: 

Garden City Junior College, Garden City, Kans__ 

Hesston College, Hesston, Kans 2 

Hutchinson Junior College, Hutchinson, Kans : . 

Kansas State College of Agriculture and Applied Science, Man- 
NE | ne Tee . Leip Sat 

Kansas State Teachers College, Fmporia, Kans____ 

Kansas State Teachers College, Pittsburg, Kans_- 

Kansas Wesleyan University, Salina, Kans_ 

Manhattan Bible College, Manhattan, Kans__ 

Marymount College, Salina, Kans____-__- 

McPherson College, McPherson, Kans 

Ottawa Vnivereicy, Uuaewe, Bans... ...-_..___.-_.. 

Pratt Junior College, Pratt, Kans se atineeiasacatiaateas le cs 

St. Benedict’s College, Atchison, Kans 

St. John’s Lutheran College, Winfield, Kans__ 

St. Mary College, Xavier, Kans : eos : 

St. Mary of the Plains College, Dodge City, Kans__- 

Southwestern College, Winfield, Kans 

Sterling College, Sterling, Kans ac 

University of Kansas, Lawrence, Kans_- 

University of Wichita, Wichita, Kans 

Washburn University of Topeka, Topeka, Kans__ 


Kentucky : 


Asbury College, Wilmore, Ky 

sellarmine College, Louisville, Ky 

Berea College, Berea College, Ky aatecil 
Bethel College, Hopkinsville, Ky 

Brescia College, Owensboro, Ky 
Campbellsville College, Campbellsville, Ky 
Centre College of Kentucky, Danville, Ky 
College of the Bible, the, Lexington, Ky 
Cumberland College, Williamsburg, Ky 
Eastern Kentucky State College, Richmond, Ky_ 
Georgetown College, Georgetown, Ky 
Kentucky State College, Frankfort, Ky ___-- _-~_~- aie oa 
Kentucky Wesleyan College, Owensboro, Ky____- 


CD eek mm] ed 


4, 038 
10, 31] 
324 
601 

8, 162 
666 

1, 208 
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Kentucky—Continued 

4,038 | Lindsey Wilson College, Columbia, Ky-.----- 22 oes ve Se 1, 204 

10, 311 Morehead State College, Morehead, eee ks a Babee ee Seat 11, 233 
394 Murray State College, Murray, Ky. ; : os ——— 8, 666 
601 Nazareth College, Louisville, Ky __ ~~ ts ae oer = 790 

8. 1¢9 | Pikeville College, Pikeville, Ky __ tid . eso > 1, 444 
BEF Sue Bennett College, London, Ky__----~- an 802 

1, 2 Union College, Barbourville, Ky a tbs reer ee 2 a 2, 367 

1, 289 University of Kentucky, Lexington, Ky___-- af eee 5, 817 
247 University of Louisville, Louisville, Ky___...____~_ oe eee er 12, 328 

1. 3% reser eends~ © ret: ~ OI TT ee nn nn ee ee 1, 043 

97. 994 vie Dadouna Cottece, Covington “hy. ee ee 1, 244 

1, 29 Western Kentucky State College, Bowling Green, Ky -__-_----_~ 6, 821 

3, 608 Louisiana : 

O70 Centenary College, Shreveport, La__.....-.........__..- iegh he amavenes 1, 576 
928 Dillard University, New Orleans, La__._-_--_._________ eee 
859 rambling College. Grampling. 1 Qs. a wsatssdnn ddan ctet lease 16, 801 
661 Salant Ctlewa: Baker: Wie. 2) 2 oe ela date siitieds tbs 2 333 

nemieinna College. Pineville. 18.224 62020 wk bntsiodbucceaneeldllts 438 

2 260 Louisiana State University and Agricultural and Mechanical 
744 GColices, Beton Bowee. DG. = st. aieoleht. weeds ecadigik. tbe 5, O77 

2 476 Loyola University of the South, New Orleans, La___.-__-__---_-___ 1, 751 
R59 McNeese State College, Lake Charles, La..............__._-.__ 3, 309 
196 Northeast Louisiana State College, Monroe, La__...______--_-____- 2, 188 

1, 881 Northwestern State College of Louisiana, Natchitoches, La_______~_ 1, 970 

1, 097 St. Mary’s Dominican College, New Orleans, La_........_.-.._-_- 438 

3. 958 Southeastern Louisiana College, Hammond, La ____.-.--_________ 175 

1, 164 | Southern University and Agricultural and Mechanical College, Baton 
542 | cn he i a ak eek hide eed i en 6, 565 
R23 Southwestern Louisiana Institute, Lafayette, La__.._._.._.._._.___-__-__ 26, 919 

2 845 Tulane University of Louisiana, New Orleans, La__------------ 28, 363 

g EN Maine : : 

11. 755 Bates College, Lewiston, Maine___ Srbnntacta cit apndeioateapaaeinereeenaedbladenaad z 426 

1 411 } Bowdoin College, Brunswick, Maine asc apincienaiaieeinaaadiet aban neamn idee iee ato (28 

© 107 Colby College, Waterville, Maine__-_-------~-__------------------ 3, 234 

"499 | Gorham State Teachers College, Gorham, Maine_------------ beg 970 

1 178 Portland University, Portland, TE, nae cehinds od resinginbitrexnaincremeamaenitnd 283 

1 269 Ricker College, Houlton, Maine [ot tales tatisgoach-catenteldtiostageclin tice aici Gacioaremmettcetebarcn 694 

1 399 eR GROIE Sy TE Ey COTO, BI a eee reese nnpneie nanos 14, 523 

1, 176 Maryland: 

3, 786 College of Notre Dame of Maryland, Baltimore, Md re ticae ta 1, 893 
HRS Coppin State Teachers College, Baltimore, Md x31 
298 Eastern College of Commerce and Law, Baltimore, Md_~---__-___ 92 

3, 252 | Goucher College, Towson, Baltimore, Md__---___-----_-___ 969 

1, 254 John Hopkins University, Baltimore, Md. ...._..-....__--.- 8, 079 
358 Loyola College, Baltimore, Md_ fs te TS Rt. A 1, 662 

28, 213 Maryland State Teachers College, Bowie, Md__________________ 1, 330 
9, 091 Maryland State Teachers College, Frostburg, Md__._---___-______ 997 
1, 959 Maryland State Teachers College, Towson, Md___~.--___________ 2, 427 

Maryland State Teachers College, Salisbury, Md___ -----_-_____ 499 
gn? Montgomery Junior College, Takoma Park, Md___________________ T, 154 

1 21) Morgan State College, Baltimore, Md____- ee a 

2 166 Mount St. Agnes College, Mount Washington, Baltimore, Md______ 111 

1. 088 Mount St. Mary’s College, Emmitsburg, Md______-.-_______-_ ee 416 

" 704 St. Gus CR. SUT Od escecamunnnnnnuianiinhacosnena 2.179 

9 OFT University of Maryland, Baltimore, Md___-_-_- race ah Mets ne scebiea: Msg ora 11, 853 

ae ORY University of Maryland, College Park, Md.................._.. 7, 122 
433 University of Maryland-Marvland State College, Princess Anne, Md. 2, 216 

1. 926 Villa Julie Junior College, Stevenson, Md______- as Baal BS 166 

4. 886 Washington College, Chestertown, Md____._.__._._._____. = 1. 620 

3 Fed Washington Missionary College, Takoma Park, Md____________ 2.521 

2. 969 Western Maryland College, Westminster, Md_____.. 2 770 


1, 244 
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Massachusetts: 
err er, ASU iste eed levi p eerie ermensen 
Anna Maria College for Women, Paxton, Mass__________________ 
Atlantic Union College, South Lancaster, Mass.____._...__-_-_______ 
poston OCollese, Coesimut Till, Mass... nec eee aie eee 
Babson Institute, Babson Park, Wellesley, Mass._........--_______ 
Boston Conservatory of Music, Boston, Mass___._--_-___-______-___ 
pn OE. UE se esemeenideincbenio 
Bouve-Boston School, Medford, Mass..-_..--..__--.-___________ 
Bradford Durfee College of Technology, Fall River, Mass__..____ 
Brandeis University, Waltham, Mass......_......_... 
Cambridge Junior College, Cambridge, Mass_.......-.__---______ 
Re SPREE WTO. We ORIN ON i ceeicireneeeesinenes omerennies 
College of the Holy Cross, Worcester, Mass______________________ 
ERastern Nazarene College, Wollaston Park, Quincy, Mass 
Sennen Siu RC ee) 

Emmanuel College, Boston, Mass_..........._.________________ 

Fisher | Junior College, Boston, Mass___ 


Gordon College, Beverly Farms, Mass 


Piarvarcd: Uaiveraity, Cambridies, Maes... ae 
Holyoke Junior College, Holyoke, Mass. -..-___-_-________ 
peaiey. ellems., (amie; Bienes. 2 oo 
Lowell Technological Institute, Lowell, Mass__...-______________ 
Massachusetts School of Art, Boston, Mass___._._____________ 
Merrimack College, North Andover, Mass._..._._________-________ 
Mount Holyoke College, South Hadley, Mass__________-__ 
New Bedford Institute of Technology, New Bedford, Mass_________ 
New England Conservatory of Music, Boston, Mass______-_________ 
New England School of Theology, Lenox, Mass___..___.._________ 
Northeastern University, Boston, Mass__..._.-_._-________- alae 
Quincy Junior College, Quincy, Mass________ ee Bers ‘ 
I CR nl ik is ces sac sunawinicbeseneneeomnin 
meee Ooms, Oamorites, Mate. Qk scree nnenesticenn 
a ren, crc COT dainengnaeantionsbonnenmnes 
Springfield College, Springfield, Mass_........................... 
State Teachers College at Boston, Boston, Mass._.__....__-_-___-___ 
State Teachers College, Bridgewater, Mass_____-___---______-_____ 
State Teachers College, Fitchburg, Mass______--_-- Se eae 
Bente Teachers College, Lowell, Mass... 
State Teachers College, North Adams, Mass____----___-__-_____-- 
Sunes: ences (one ese, Brees. a 
State Teachers College, Worcester, Mass____-_------__--_---_-_-- 
Stonehill College, North Baston, Mass__................._...._ 
Seene na penes ene, TRON 8 i 
Tore aeawerens, BMoebforad, Masseuse 2 
University of Massachusetts, Amherst, Mass___-----------------_~ 
nnn 0k UII, INI i etl hee 
Wentworth Institute, Boston, Mass pe men ob eee Pe) Jade 


Worcester ‘Junior ‘Coline: Peter NEON oi alo 
Worcester Polytechnic Institute, Worcester, Mass_____-__--------- 
Michigan : 

Adrian College, Adrian, Mich___-._-----~- ee 
Teen ee ne eee cowie eosonmiaeasamumcompecihiagmnmereniy 
Alpena Community College, Alpena, Mich 
Aquinas College, Grand Rapids, Mich 
Calvin College, Grand Rapids, Mich- at ae 
Calvin Theological Seminary, Grand Rapids, Mich____ 0M te 
Central Michigan College of Education, Mount Pleasant, Mich__-- 
ee en eens emma ecmem een min ore 
Eastern Michigan College, Ypsilanti, Mich 
Ferris Institute, Big Rapids, Mich__- 
Emmanuel Missionary College, Berrien Sorines.. Mich............... 
Put Junior Couesce, Fiint. Mich......................... —_ 


1, 340 
1, 448 
2, 895 
54, 472 
5, 361 
616 
13, 404 
579 

3, 016 
5, 704 
241 

5, 639 
5, 790 
3, 967 
2, 171 
3, 110 
2, 895 


322 

1, 062 
8, 578 
1, 608 
536 

2, 895 
483 

9, 758 
86 
676 

2, 413 
2, 145 
9, 168 
2, 305 
4, 890 
3, 329 
1, 670 
hl 

1, 719 
1, 260 
1, 528 
8, 042 
8, 299 
4, 825 
1, 950 
4, 825 
536 

2, 413 
8, 042 
9, 651 


2, 608 
1, 713 
725 

1, 739 
8, 913 
783 
21, 157 
1, 628 
24, 152 
5, 333 
869 
987 
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1, 340 Michigan—Continued 
1, 448 Grand Rapids Junior College, Grand Rapids, Mich_.____-_-_____ 7, 342 
2, 895 Henry Ford Community College, Dearborn, Mich______---________ 1, 449 
4, 472 Hillsdale College, Hillsdale, Mich..........-..._-_.__~__-___ ' §, 372 
5, 361 one (OLlOGS;- ‘EIOMRNG BNO, = 8 a et erent ee 7, 245 
616 Jackson Junior College, Jackson, Mich..........-____-._..----.. 1, 159 
3, 404 Kalamazoo College, Kalamazoo, Mich..........-.._...__________ 2, 415 
579 Lansing Community College, Lansing, Mich_-_..__.___-___________ _ 1,068 
3, 016 BERT URTOCE COTO ROT. > DEI cana i eines alec ce er et eet 1, 092 
5, 704 On Me ag se ie EUR a i RR 1, 208 
241 Michigan College of Mining and Technology, Houghton, Mich______ 4, 637 
5, 689 Michigan State University of Agriculture and Applied Science, East 
5, 790 I Fe rarterclet Dect eld eetndtinetie pense ecsesatamsnmemepene 48, 305 
3,967 . Muskegon Community College, Muskegon, Mich___-__-______-_____ 355 
2,171 Morthern Michigan College, Marquette, Mich_...._-_____________ 5, 024 
3, 110 Northwestern Michigan College, Traverse City, Mich......._____ 1, 739 
2, 895 Giivet Oollege, Olivet, Mich... c<cs«<ntidbnadsotnd naib acare! 2, 539 
1, 287 Port Huron Junior College, Port Huron, Mich __-.-----.-_______ 4, 830 
8, 217 Siena Heights College, Adrian, Mich..i.- 0225 -se  ce 261 
6, 807 Spring Arbor Junior College, Spring Arbor, Mich...--.-________ 1, 304 
483 puomi College, Bancock, Mich... ....W.o<dé asad cunllalhJeea ; 435 
193 University of Detroit, Detroit, Mich. i... co wedi acs 14, 757 
322 University of Michigan, The, Ann Arbor, Mich_....________________ 36, 228 
1, 062 Wayne State University, Detroit, Michwuise. 2k cli uns 18, 356 
8, 578 Western Michigan University, Kalamazoo, Mich..........______ 22, 896 
A, so Minnesota : r 
2 gon Augsburg College and Theological Seminary, Minneapolis, Minn-.. 5,178 
” 43 mente ‘amcor Gone ween, See eS eS ee 399 
9. 758 | semidji State College, Bemidji, Minn__..--.......______________ 7, 668 
; 86 Bethany Lutheran College and Theological Seminary, Mankato, 
678 | nee: ~----------------~----------------------- 799 
2 412 Bethel College and Seminary, St. Paul, Minn_-_.__________________ 879 
2 145 Brainerd Junior College, Brainerd, Minn .........___-__.______~_ 108 
9. 168 | Carleton, College, Northfield, Minn.--.........._.__.______.-._... 958 
9 305 College of St. Scholastica: Daiuth, Minn =~. 399 
4° 290 Soliere of Ht: Deresa, “Winona, ion See 1, 997 
2 399 Siollees of -Gt-Thomen:-St.. Pawi Minn:: eee 1, 725 
1. 670 Honeordin Colleges, Moorhead, Minn +. <a 10, 834 
51 Gustavus Adolphus College, St. Peter, Minn _....__-_____________ 6, 869 
1, 719 eamine- Vaiveraty: St cead, Ming 5, 991 
1, 260 Pupbing Junior College, tounge, Minn. 348 
1. 528 Macalester College, &., Peul,: Minn... eee enen 3, 163 
8 042 MacPhail College of Music, Minneapolis, Minn ~.--.-__-_________ 391 
8 999 Mankato State College, Mankato, Minn.....-._-_._-____.____.____ 9, 345 
4, 295 Moorhead State College, Moorhead, Minn_......_-_____.________ 3, 395 
1, 950 North Central Bible College, Minneapolis, Minn__......-_________ 4, 793 
4, 205 St. Cloud State College, St. Cloud, Minn_-------_-_______-_.__. 14, 992 
538 St. John’s University, Collegeville, Minn ........._._.._______. 2, 396 
> 413 FB eg ae ie an A ld 5, 112 
8 042 in, ORE COMIN “DONT UDI SN rararatn-o-esneneysperermneneengniaerepneniemeenti 12, 780 
9, 651 DI WOreiLy Ge eGR Ser Ten nn mceoemereenrie 1, 757 
University of Minnesota, Minneapolis, Minn ..-._-.________ 27, 957 
. Winona State College, Winona, Minn_.........._............... 4, 759 
‘ Worthington Junior College, Worthington, Minn___.._-_..______._ 162 
, 725 Mississippi: 
1, 739 Alcorn Agricultural and Mechanical College, Lorman, Miss________- 645 
> 913 Clarke Memorial College, Newton, Miss._.__....._________________ 1, 859 
783 Coahoma Junior College, Clarksdale, Miss._.._..c..........-._____ 2,117 
1, 157 Delta ‘State College, Cleveland,” Mis@ii a 4, 027 
1 628 East Central Junior College, Decatur, Miss_._........._...________ 844 
4 152 Holmes Junior College, Goodman, Miss___.--.._......_____..____. 1, 033 
5 393 Itawamba Junior College, Fulton, Miss._......................... 265 
” gag ROD Teeere COOENOO GRCRBON, WE i it certteceecmne 6, 254 
987 Jones County Junior College, Ellisville, Miss_........__..________ 2, 237 


PURE CEU, RCI, I cts csictninescictectvcnes ermine 4, 234 
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Mississippi—C ontinued 


PRSMNeIOr: ToOUO@S, “AsIeUON, BEIOR A 8 66 cee enh sie cerip a eeniedn den 
Mississippi Southern College, Hattiesburg, Miss_..--~-~- ee 
Mississippi State University of Agriculture and Applied Science 
Ne ee cememeenphadinds erie ~apeiinben dregs 
Mississippi State College for Women, Columbus, Miss__--------_~~ 
Mississippi Vocational College, Itta Bena, Miss____~~- 
CPEOLONe COMET, TIROIOIIR, DUIN eik ie ie ek whens 
Pearl River Junior College, Poplarville, Miss__..__..-----~- 
Prentiss Normal and Industrial Institute, Prentiss, Miss_ 
must College, Holly Snrimegs .Miss._...............«---. 
Sunflower Junior College, Moorhead, Miss . 
Tougaloo Southern Christian College, Tougaloo, Miss_- 
University of Mississippi, University, Miss_- 


Missouri: 


Central Bible Institute and Seminary, Springfield, Mo 
Central College, Fayette, Mo___.......-.~-~-- be 
Central Missouri State College, Warrensburg, Mo 
Christian College, Columbia, Mo J 
Conservatory of Music of Kansas City, Kansas City, Mo 
Covenant College, St. Louis, Mo dare ok 2 
Culver-Stockton College, Canton, Mo _-_ 
Drury College, Springfield, Mo____ ; 
Evangel College, 1111 N. Glenstone, Springfield, Mo- pie 
Harris Teachers College, St. Louis, Mo___-~-- 
Junior College of Flat River, Flat River, Mo 
Junior College of Kansas City, The, Kansas City, Mo___ ~~~ : 
Kansas City Art Institute and School of Design, Kansis City, Mo- 
Kansas City College of Osteopathy and Surgery, Kansas City, Mo. 
Kirksville College of Osteopathy and Surgery, Kirksville, Mo 
Lincoln University, Jefferson City, Mo 
Lindenwood College, St. Charles, Mo__........_.-_.._--_~- 
Covenant College and Theological Seminary, St. Louis, Mo 
National College, Kansas City, Mo- inlelatinitas 
Northeast Missouri State Teachers C ollege, Kirksville, Mo. 
Northwest Missouri State College, Maryville, Mo 
Park College, Parkville, Mo .............- 
Rockhurst College, Kansas City, Mo____-~-- 
St. Louis Institute of Music, St. Louis, Mo_- 
St. Louis University, St. Louis, Mo_____-_- sateen ina 
Southeast Missouri State College, Cape Gir: ardea au, Mo-. : 
Southwest Baptist College, Bolivar, Mo__-----_------~- 
Southwest Missouri State College, Springfield, Mo 
Stephens College, Columbia, Mo__--_-- 
Tarkio College, Tarkio, Mo_____-___- : 
University of Kansas City, Kansas C ity, “Mo 
University of Missouri, Columbia, Mo _- lesan ines 
University of Missouri School of Mines and Met: llurgy, Rolla, Mo 
Washington University, St. Louis, Mo_ 
Webster College, Webster Groves, Mo__ 
Westminster College, Fulton, Mo _____------ 
William Jewell College, Liberty, Mo 


Montana: 


College of Great Falls, Great Falls, Ment 

Eastern Montana College of Education, Billings, Mont 
Montana School of Mines, Butte, Mont 
Montana State College, Bozeman, Mont 
Montana State University, Missoula. Mont__- 
Northern Montana College, Havre, Mont__-_-_- i 
Rocky Mountain College, Billings, Mont pb amuvadentede 
Western Montana College of Education, Dillon, Mont_-_- 


8, 032 


9 « ” 
3, 227 


998 
631 
413 
1, 239 
2, 117 
861 
2, 524 
6, 942 


2, 278 
2, 462 
19, 670 
1, 199 
432 
286 

1, 749 
571 

2, 141 
2. 676 
673 

3, 640 
1, 545 
4, 532 
2, 612 
5, 710 
1, 606 
286 
714 
9, 064 
3, 176 
, 499 
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569 
212 
, 811 
569 
750 
, 927 
, O71 
, 784 
3, 416 
, 996 
965 


2, 141 
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2. 979 

10, 468 
a. ORR 

2,174 


1,127 
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Nebraska : 


Penton Tniversity, Omaha. Nebr.cc~.susincee<sdedeneinckuas 
enaie COMES, RS UINEDY, CIR a i a ca hala sib ep tee 
NR OO a eo eee er es ee ee 
mecnoanes Colers. Omaltia. Nebr ys cies fos cdk ne a iceeeee~ see fe: 
amines: ones estes: Nevr... oot wt deed aween dione 
rend Ones, NrOMmOnt NONr. 2. Ji. init ~ciasethd amid 
Municipal University of Omaha, Omaha, Nebr__---------------- 
Nebraska State Teachers College, Chadron, Nebr_--------------- 
Nebraska State Teachers College, Kearney, Nebr__---------~----- 
Nebraska State Teachers College, Peru, Nebr —~----------------- 
Nebraska State Teachers College, Wayne, Nebr__---------------- 
Nebraska Wesleyan University, Lincoln, Nebr__----------------- 
neton OColiewe, Lincoln. Nets. lc. acl been kt tthe thet 23 
University of Nebraska, Lincoln, Nebr._...--....--~~~--~~-~..L. 


Nevada: University of Nevada, Reno, Nev__---~--- Soo oe 


New Hampshire: 
Dartmouth College, Hanover, N.H_~-~------------ ee nnstaaer ie 
Keene Teachers College, Keene, N.H  ~------~ bwin soe |} tee 
New England College, Henniker, N.Hu~2.-~~-41.~~--. 52-22 ek 
Plymouth Teachers College, Plymouth, N.H_--- Shh csi othe caleba coh ne 
mavier Ooliewe, Nashua. NiO. o..u..aaced oe os bait eee 3S ohne 
University of New Hampshire, Durham, N.H_-~--------------~---- 


New Jersey : 
Bloomfield College and Theological Seminary, Bloomfield, N.J___ 
Caldwell College for Women, Caldwell, N.J_ _-___- 
College of St. Elizabeth, Convent Station, N.J______ 
Drew University, Madison, N.J__- ts aed as neg 
Fairleigh Dickinson University, Ruther ford, Mod. 
Glassboro State College, Glassboro, N.J 
Jersey City State College, Jersey City, N.J saecoriad 
Montclair State College, Upper Montclair, N.J___- 
Newark College of Engineering, Newark, N.J 
Newark State College, Union, N.J___- 
Paterson State College, Paterson, N.J__ ___~- 
micer Oolless, Trenton. N:J.... 5... nickabantabaie 
Rutgers, The State University, New Brunswick, N. 5 
Seton Hall University, South Orange, N.J_- 
Shelton College, Ringwood, N.J_- ereissinabs ‘tai 
Stevens Institute of Technology, Hoboken, N.J__- 
Trenton State College, Trenton, N.J___- 
Upsala College, East Orange, N.J = Sebo ireete ei etagte = netting tha “ 
Westminster Choir College, Princeton, N.J~..--____— 


New Mexico: 
College of St. Joseph on the Rio Grande, Albuquerque, N. Mex____ 
Eastern New Mexico University, Portales, N. Mex_ : xe 
New Mexico College of Agriculture and Mechanic Arts, St: ate 

Rs RR I i aS lt la En cee 
New Mexico Highlands University, Las Vegas, N. Mex ‘x a 
New Mexico Institute of Mining and Technology, Socorro, N. Mex_- 
New Mexico Military Institute, Roswell, N. Mex___- 
New Mexico Western College, Silver City, N. Mex 
St. Michael’s College, Santa Fe, N. Mex 
University of New Mexico, Albuquerque, N. “Mex. 


New York: 
Adelphi College, Garden City, N.Y_._--_--- 
ee: EP eRe ey * OG «OVE Eich leh cere eed dee esto eints 
Bank Street College of Education, New York, N. 7". caus 
Bard College, Annandale-on-Hudson, N.Y ~~ -----~~_-~ 
sronx Community College, New York, N.Y : 
Brooklyn College, Brooklyn, N.Yo...._..... -.... 
Cee See, Peis ir Be hice ee me ised ccs ene 
The City College of New York, New York, N. Y- pt ecknoecae = 
Clarkson College of Technology, Potsdam, N.Y__---- ie UF es 


" 950 
4, 565 
4, 378 

563 
6, 778 

12, 758 
1, 970 
2, 927 
2, 264 
1, 126 

10, 582 


4, 363 


11, 032 
2, 063 
1, 151 
1, 679 
2, 782 


5, 948 


1, 262 
1, 168 
2, 337 
5, 090 
37, 390 
3, 155 
584 

3, 505 
1, 098 
316 

4, 206 
1, 893 
16, 650 
8, 938 
1, 461 
6, 426 
2, 337 
9, 464 
1, 168 


2, 737 
1, 542 
4 


856 


4, 37 
1, 474 
2,011 
1, 877 
402 
4, 021 
8, 042 
11, 258 
5, 183 








New York—Continued 


w-------------------- ~~~ ~~~ 9, : 

College of New Rochelle, New Rochelle, N.Y_----_--________- tae 
i7penme-On-emenit- £5000, ARR; Nc 8 ocak 983 
Columbia University, New York, N.Y_------..--_-------___ ee 
Oper, 4ym10R, DOW SOT, INS ncn cL. es 409 
Cerne: Wmlvermey, TiMOOR, NT aeons 22, 338 
a7 2Omvene- Coupe, Bulbs, NT io ed 2, 815 
See, - MORNE, ANN ch bait deem n ee peimcmnemeeoe 4, 021 
Fashion Institute of Technology, New York, N.Y_-------________ 1, 340 
porauam.Waverguy, New more, W. esl is 31, 273 
ye a ed a fee 2, 949 
Hobart and William Smith Colleges, Geneva, N.Y_-_---_________ 2, 488 
Hofstra College, Hempstead, Long Island, N.Y_.---______________ 16, 084 
prememvon. ones, Tiouenten, Nit oe a 4, 983 
Hudson Valley Technical Institute, Troy, N.Y.......-___________ 4, 468 
nS a CO al mmemnancewises - 4,468 
eee Cpeenee crce eeenne. ING ono iene 8, 042 
Senne nGe SeRRO,. Ol Rn deds ee ol en bie UL 10, 097 
Jamestown Community College, Jamestown, N. Reel) acu Sobs (9 402 


Jewish Theological Seminary of America, New York, N.Y__-----____ 2, 413 
Keuka College, Keuka Park, N.Y 


Ua Si bois tahiti bb did etesistehasebricenadebbdzusen R04 
The King’s College, Briarcliff Manor, N.Y...--..--_.._.__________ 2, 234 
Emayclif College, Highland Talls, W.Y... 2. 715 
ce eo nienlsiuniaweibinnnsnnalsubenaeadien 4, 289 
pene idiand -Dniwersiia, Teroniign, Noy on ee nn 20, 193 
Manhattanville College of the Sacred Heart, Purchase, N.Y__----_~ 3, 739 
Pea I, IO MOI nn herr ineoweinaiomane 8, 935 
Mills College of Education, New York, N.Y_-.--_--____-_________ 1, 787 
Mohawk Valley Technical Institute, New Hartford, N.Y____~_- haihin 2, 681 
Nazareth College, Rochester, N.Y____-_--. i es 447 


New School for Social Research, New York. N. Y. a a ‘ 2, 468 


New York City Community College of Applied Arts and Se iences, 
Brooklyn, N.Y 


New York Institute of Technology, Inc., Brooklyn, N.Y___-- 1, 369 
New York University, New York, N.Y 


Sa ee slice 6, 805 
Niagara University, Niagara University, N.Y_._.-.----- a 
Orange County Community College, Middletown, N.Y_.-------- a 965 
een NI UI OO i enh crave cbetnidesnbebes ‘ 3, 127 
Parsons School of Design, New York, N.Y --~--.--..------.._-_.. 1, 206 
Polytechnic Institute of Brooklyn, Brooklyn, N.Y. -------~- saat 5, 361 
nna: RNS, PEO, I ae ernie entre isd meni a 
Rensselaer Polytechnic Institute, Troy, N.Y......---_-------- ~~~ 22, 338 
Roberts Wesleyan College, North Chili, N.Y_....-...........-.._. 6,081 
Rochester Institute of Technology, Rochester, N. Y eicaiiaenaincs ‘ 8, 042 
eT ee . 1, 787 
St. Bonaventure University, St. Bonaventure, N.Y Lo ie pemieee 7, 238 
a. ea Coememe.. Broome, No 1, 787 
a Seer Gremewermnue, eames. IN wooo 22, 338 
St. Joseph’s College for Women, Brooklyn, N. ciscmieh 8 ddl 893 
ee. aaereenee- Tiervererey, “ommend, “IN: B t 8, 042 
Sarah Lawrence College, Bronxville, N.Y__---~- RA eee Oi ee 2, 287 
Staten Island Community College, Staten Island, N. Y_ wished tations 563 
St. Bernardine of Siena College. Loudonville, N.Y___----- oe 10, 856 
Maritime College, SUNY, Mort Schuyler, Bronx, N.Y__----------.. 3,216 
Prerer toners tetera MeOOKL, 48, 2. ewe 5, 026 
State University of New York, Syracuse, N.Y_- ; 724 
State University of New York, Brooklyn, N.Y_--.--.-----.-----~-- 1, 126 
State University of New York, Albany, N.Y 4b . Sheets tb, 3, 418 
State University of New York, Brockport. N.Y _ 2,011 
State University of New York, Buffalo, N.Y_-_-----------------~- 4, 905 
State University of New York, Cortland, N.Y___---_----__--_--~ = 6, 031 
State University of New York, Oswego, N.Y_.-.-------------_---- 6, 081 
State University of New York, Plattsburgh, N.Y_--_--____-_____- 4, 021 
State University of New York, Potsdam, N.Y__-_------_- 4, 423 


State University of New York, Syracuse, N.Y_-....----.-___-_---_- 4, 468 
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New York—Continued 


State University of New York, Fredonia, N.Y_------------~------ 4, 423 
State University of New York, Geneseo, N.Y_-------------------- 4, 5038 
State University of New York, Pe Ps IN, Bi ieicek si cso sitnletewisbdcies 6, 031 
State University of New York, Oneonta, N.Y_------------------~-~ 8, 699 
State University of New York, Oyster Bay, N.Y---------------~- 1, 206 
State University of New York, Canton, N.Y_--.-----------_____- 1, 608 
Rate Buiversis: of New Yore, Alfvegse. 4... 1, 608 
State University of New York, Cobleskill, N.Y_..--__________-__-- 1, 608 
State University of New York, Morrisville, N.Y_..-....-_-_-.--___ 2,011 
mee Tniversiy Of NOW Bete, Ean. iro. Ue 2,011 
State University of New York, Farmingdale, N.Y_._.___-_______-_~-- 3, 217 
PROUNS  TOETOT MEET, TEFLON, 00 Fm cerry reer ceptors etsinny 19, 211 
Teachers College, Columbia University, New York, N.Y_---------~- 11, 226 
Union College and University, Schenectady, N.Y_-___-____-__----- 15, 637 
InnennIROUIRARC IT CASI. eID, IRIS On escceohemtonianeniante 56, 289 
University of Rochester, Rochester, N.Y_-_-.________ LM IRD AMR RAS 4, 423 
Vassar College, Poughkeepsie, N.Y_.....--__---_-___-__- iccieindincaseai 4, 468 
Wagner Lutheran College, Staten Island, N.Y_-_--______-__-______ 5, 361 
wesnrvea Universite, NOW SOK, NNWiiis cise i cieiniotcascl 11, 169 


North Carolina: 


Agricultural and Technical College of North Carolina, Greensboro, 


N.C oe i aT eee eg Sa ee 3, 227 
Appalae hian State “Teachers College, Rn ee 12, 315 
muamtic Christian Collese, Wilson, Nass... 2, 628 
peroer-acouns Cobess, Conceré: 1.0. 1, 037 
Belmont Abbey College, Belmont, ee er, ee eer 664 
Bowman Gray School of Medicine of Wake Forest College, Winston- 

I Nica icin cpretnictigrintannanen tick neat ieee aon rs eek ee rh Ly IRB MANY 1, 645 
SUING PENNING, | SNIPER, (CCN Fels fa ca cess cess ee caves es ec ow seems moepoee iaseneemmecinn 738 
eco .Oouese.. bee Greek: NO. ee 4, 380 
ear «I © TRIN ea ce idesdocmnipgenaanen i, 1% 
tase: Comoe, Balispury NOs oe a) ee 
a PEeLee: CIOIIGNS, CmONEOCee, Dies ohn ia eee eweennieee 370 
wnowan. Golless.. Murfreesboro, N.C... ce 830 
RRR: GH, SEIN Ei ints iain hse ieee 1, 291 
a: AS ee, POEM Pees Le 1, 568 
East Carolina College, Greenville, N.C_....-....-.....--__----~. 9, 532 
ny Na OR I ke a nN coeminte eciegeintguante neat 2, 739 
Fayetteville State Teachers College, Fayetteville, N.C__---------- 498 
Flora Macdonald College, Red Springs, N.C__--------------------- 692 
Gardner-Webb Junior College, Inc., Boiling Springs, N.C__ Judas “Res 
Guilford College, Guilford College; N.Ou2.-...............---.... 830 
teh: Point: College, High: Point N.G.050 2 nL 8, 760 
Johnson C. Smith University, Charlotte, N.C__....._.------------ 1, 660 
Benole-Rhyne:-OCollem, Bickors,.W.Oi265 538) oo ee 632 
Louisburg College, Louisberg, N.C..........._---------- pee UE BC 645 
Moredith Oollees..Releleh. NG ance eS 3, 274 
mitehell. Collesc...Gtatessitie, NOs 2 i ned 922 
Montreat-Collese,. Ine.,.-Montreat, NO. ieis 22 ooo LS 1, 291 
Mount Olive Junior College, Mount Olive, N.C__-------------~-- best 629 
North Carolina College at Durham, Durham, N.C___-------------- 10, 475 
Poaws (ailers,- Baie, -Ntin. a a ee 231 
Pembroke State College, Pembroke, N.C Seg EES Pee ln 738 


Pfeiffer College, Misenheimer, N.C__--~-- oh eS. SS 
Piedmont Bible College, Inc., Winston- Salem, WA).a2 ie ees 
Presbyterian Junior College for Men, Maxton, N.C___------------- 


Ngo 
| 
=I 
Ww 


Oneens Coallege,. Charlotte; NiOoo Ue 2 ch a 397 
Sacred Heart Junior College and Academy, Belmont, N.C__------- 305 
St, Anguntine s-Collene. Alsi, Oe ee ke a. « 

Salem College, Winston-Salem, N’O2.ui- ~~. ~~... Lee 968 
eer Creer nite, Peni, Pt a a eee 3, 058 
State Teachers College, Elizabeth City, N.C__-..--.------------ 1, 273 
University of North Carolina, Chapel Hill, N.C__--.---------~---- Gee CEE 


State College of Agriculture and Engineering of the University of 
North. Careline. Raleigh, -N.O.2 2 Soe ee 4,518 





North Carolina 
Wake Forest College, 
Western Carolina 
Wingate College, 


Continued 
Winston-Sale 
Cullowh 
N.C 


College, 
Wingate, 





oS4 


N.C 
N.C 


‘ih, 
ee, 


Woman’s College of the University of North Carolina, Greensboro, 


N.C 
North Dakota: 
North Dakota Agricultural College, 


Fargo, N. 


Dak_ 


North Dakota School of Forestry, Bottineau, N. Dak 


North Dakota State School of Science, Wahpeton, N. Dak_- 
State Normal and Industrial College, Ellendale, N. Dak 


State Teachers College, Dickinson, 


N Dak 


State Teachers College, Mayville, N. Dak 

State Teachers College, Minot, N. Dak 

State Teachers College, Valley City, N. Dak 
University of North Dakota, Grand Forks, N. Dak 


Ohio: 


Antioch Yellow 


College, 


Springs, Ohio 


Baldwin-Wallace College, Berea, Ohio. 


Bluffton College. Bluffton. Ohio 

Bowling Green State University, Bo 
Capital University, Columbus, Ohi 
Case Institute of Technology, Clevel 


Central State College, Wilberforce 


wling Green, Ohio 
a) 
and, Ohio 

Ohio 


Cleveland Institute of Art, Cleveland, Ohio 


Cleveland Institute of Music, Clevel 


and, Ohio 


College of Mount St. Joseph-on-the-Ohio, Mount St. Joseph, Ohio 


College of Steubenville, Steubenvill 


e, Ohio 


College-Conservatory of Music of Cincinnati, Cincinnati, Ohio 


Defiance College, 


Defiance, 


Ohio 


Denison University, 


Granville, Ohio 


Fenn 


College, 


Cleveland, 


Ohio 


Findlay College, 


Findlay, Ohio 


Heidelberg College, Tiffin, 


Hiram 


College, 


Hiram, 


Ohio 
Ohio 


John Carroll 
Kent State University, Kent, Ohio 
Kenyon College, Gambier, Ohio 
Malone College, Canton, Ohio. __-- 
Marietta College, Marietta, Ohio__- 
Miami University, Oxford, Ohio- 
Mount Union College, Alliance, Ohio 


University, Cleveland, 


Ohio 


Muskingum College, New Concord, Ohio 
Notre Dame College, Cleveland, Ohio___ 
Oberlin College, Oberlin, Ohio 


Ohio College of 


Applied Science (division of Ohio Mechanics Insti- 


tute 
Ohio 


»), Cincinnati, Ohio____~_- 
Northern University, Ada, Ohio__ 


Ohio State University, Columbus, Ohio_____-~- il 
Onro Weiverauy, Bomens, (ie .o io ee a ™ 
Ohio Wesleyan University, Delaware, Ohio... --__ 





Otterbein College, Westerville, Ohio Aa ig 
Our Lady of Cincinnati College, Cincinnati, Ohio 
Rio Grande College, Rio Grande, Ohio a ee ee 
St. John College of Cleveland, Cleveland, Ohio 
Tiffin University, Tiffin, Ohio_- i a 
United Theological Seminary, Dayton, Ohio__- 
University of Akron, Akron, Ohio____-_---.---_-_- 
University of Cincinnati, Cincinnati, Ohio___- 
University of Dayton, Dayton, Ohio__- 
University of Toledo, Toledo, Ohio__._------~-~~_- 
Western College for Women, Oxford, Ohio 
Western Reserve University, Cleveland, Ohio_- 
Wilmington College, Wilmington, Ohio 
Wittenberg College, Springfield, Ohio 
Xavier University, Cincinnati, Ohio__ 


611 
T47 
2,173 
S15 
1, 154 
1, O18 
2,852 
a, 179 


13, 700 


2, 602 
8, 675 
2, 477 
27, 471 
964 
14, 073 
6, 314 


311 


636 

1, 44¢ 
1, 928 
2, 02% 
2, 950 
AT 

1, 253 
2, 496 
», 205 
4&2 
14, 459 
31, 808 
1, 928 
821 


3, DD7 
22, 651 
607 
5, 446 
868 
18, 018 


2, 077 

15, 018 
9, 639 

11, 189 
4, 820 

4, 499 

3, 590 

441 

1, 513 

1, 157 

347 

6, 260 

18, 174 
3, 470 

3, 133 


ame 


679 
4, 521 
4, 962 
8, 084 

868 
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OT 


Pp 


ISO 


Oklahoma : 


1, 867 Benedictine Beier: College, "Tuine, Omit =3.d—.ounnsdomenci ee 127 
3, 919 Bethany-Nazarene College, POC CN eh lt 8 etn acacia 4, 546 
8, 204 Cameron State Agricultural College, Lawton, Okla________________ 4, 311 
Central State College, Edmond, Okla..: 2-2. 1, 667 
2 739 Connors State Agricultural College, W arner, act EO alc day BOE 
mast Central: State, Cellere, Amis (NG ie a steieilenine ~iganeinssdomonenien 7,139 
Eastern Oklahoma Agricultural and Mechanical College, Wilburton, 
611 ai lic eh areas bia he OR I RE oe 909 
TAT Langston University, Langston, OME sie occa ini es iiniadiel bonis 1, 347 
2,178 Murray State Agricultural College, Tishomingo, Okla_____________ 674 
815 Northeastern Oklahoma Agricultural and Mechanical College, 
1, 14 Mian. Oxia... akira esc A ain ads tila latin iaareieniltic eho 1, 684 
1, 018 Northeastern State ¢ ‘olle: ge, T: ahlequ: ER ee 16, 165 
2,852 Northern Oklahoma Junior College, Tonkawa, ‘Okla ecetla de eecienaie tae 2, 189 
2, 179 Northwestern State College, Alva, Okla_______._.-.__. 3, 199 
13, 700 Oklahoma Baptist University, Shawnee, Okla____..______________ 4, 614 
Oklahoma City University, Oklahoma City, Okla______. be ae 3, 805 
2 602 Oklahoma College for Women, Chickasha, Okla______-____-_______ 2, 455 
& 675 Oklahoma Military Academy, CSE I Fae, tain ance eacamanen aie 2, 021 
2. 477 Oklahoma State University, Stillwater, a A aa a 4, 378 
27, 471 Panhandle Agricultural and Mechanic: al Colleg , Goodwell, ‘Ok la_ 202 
964 Phillips U niversity, Enid, Okla Detail iedlitinssemacse: ad ciiieasesataa as ebienabee ae cace ae bark toe 1, 515 
14, 073 Poteau Community College, Poteau, Okla____-____ eee 1, 347 
5 314 St. Gregory’s College, Shawnee, Okla__ eet ee eee 269 
237 Sayre Junior College, Sayre, Okla________- tg are ace 845 
636 Southeastern State College, Durant, Okla ‘ S 8, 622 
1,446 | Southwestern State College, Weatherford, Okla oah'e. 7, 34 
1, 928 University of Oklahoma, Norman, Okla neni nae mien» « ey ee 
2 929 University of Tulsa, Tulsa, Okla____- aie m ; eieabaeeaee: Ae 
2, 950 Oregon : 
347 | Cascade College, Portland, Oreg- Bo rk ee 8 eee Lee 1, 449 
1,253 | Concordia College, Portland, Oreg sehen aliphcethine peta Rs xcchabea bed 419 


» , ™ , ‘ 
2, 4965 Eastern Oregon College, La Grande, Oreg 
5, 205 | 


eked 1, 135 


George Fox College, Newberg, Oreg ‘ 279 
482 Lewis and Clark College, Portland, Oreg. .1...0c20. ele S18 
14, 459 | Linfield College, McMinnville, Ore__-_.-_.-...._._-..-.__-_.-__. 3, 048 
31, 808 | Mount Angel College, Mount Angel, Oreg____- Din htibakibn ea sshd UC 
1, 928 Multnomah College .Portiand, Grew. oso occu ek eh ee 1, 824 
b sal Oregon College of Education, Monmouth, Oreg___-------__---_--_- 3, 815 
a 0) Oregon State College, Corvallis, Oreg__-____---_~- i a cE Ls Sa aed 21, 399 
~<, 651 Pacific Bible College, Portland, Oreg________-____- (PTS 
, & Pacific University, Forest Grove, Oreg_______-__.-__-___________- 837 
“s 446 Portland State College, Portland, Oreg__.__--__-_.-...-..-_--~_- 2, 326 
, 8 Beek Dollens, Portland, Greg...) 3 ss tc 3, 349 
3, O13 Southern Oregon College, Ashland, Oreg_- ‘ Rete S 1, 861 
a ee Univereiry Of Oregon, tMugene, Drege. i ssc eee ek ese cwek 14, 514 
2, O77 University of Portland, Portland, Oreg_____~- eee aa ee 
3, 018 Wausmetre University. Batem, Grew. oo ec ee ee 2 eg 2, 949 
9, 639 
11, 139 Pennsylvania : 
4, 820 Albright College, Reading, Pa__.___.._-----_--- ite ip niin tiene caicanis ¢ 
4, 499 PEN i i a LT cc a ne 1, 689 
8, 590 Bucknell University, Lewisburg, Pa_ sails cach aeliipsaneinc bites Aird Ua 6, 047 
441 Carnegie Institute of Technology, P ittsburgh, ee eens 6, 232 
1, 513 Cedar Crest College, Allentown, Pa_.__------_~- Nine ceaninate attaining iisetae 831 
1, 157 SCspRMmnU NN SC POURCND NE Term ROUND Na i ect ese eret pianos 3, 23 
347 Chestnut Hill College, Philadelphia, Pa._..___.-__-...-. 2... 2, 906 
6, 260 College Misericordia, Dallas, Pa__._..-._-----__-____.. commana hdeiah iene 4, 847 
8, 174 Dickinson College, Carlisle, Pa_ SS aha candied athicegatinnaiiedicaakoae 7, 801 
3, 41 Drexel Institute of Technology, P hiladel iphia, Pa Siac NC 
3, Duquesne University, Pittsburgh, Pa____- Sin neces a atsinaign dione 9, 412 
875 Eastern Baptist College, St. Davids, Pa_.__..._._.......___-_.__- 1, 246 
4, 521 Bastern Pilgrim College, Allentown, Pa__._.-._-_-_--_-....--____ 923 
4, 962 Elizabethtown College, Elizabethtown, Pa___- 1 po ee a tt 
3, 084 Franklin and Marshall College, Lancaster, Pa eee Et) ees ark 6, 463 


868 | 








Pennsylvania—Continued 


IS a serine eno nimcengememouieiaanee 
enn RD aU > nn rer mestneperences 
Soussbare Coless, Gotiyeburs, Pao... 
Hahnemann Medical College and Hospital, Philadelphia, Pa 
Harcum Junior College, Bryn Mawr, Pa 
Immaculata College, Immaculata, Pa_......-------_--_--_--___ 
Jefferson Medical College of Philadephia, Philadelphia, Pa 
a a  anoiaodaepioaiasanenceunapsnensbunanee 
Keystone Junior College, La Plume, Pa 
King’s College, Wilkes-Barre, Pa 
a i oa cconeeatipababaperurenasbomranenasaienbees 
Nee ee ee a cree enereramemesunesiesateninananenenanen 
Lebanon Valley College, Annville, Pa 
cee praiaierewaereensnensnaeenny 
Lincoln University, Lincoln University, Pa 
Lycoming College, Williamsport, Pa 
Marywood College, Scranton, Pa 
SC sda iocrnnmigrepemstelbetsanengpinanniiannantasnnnén 
ar a casinsthinse enon nnanecbomenren yn petaciieg 
Ne ee en Ac asaeesiberehaiesuiabes anmmandeaneeeian 
Mount Aloysius Junior College, Cresson, Pa 
Mount Mercy College, Pittsburgh, Pa 
meoeeenners Donere. AICNUOWE, POW. nn enn cases 
National Agricultural College, Doylestown, Pa 
Pennsylvania Military College, Chester, Pa______--_----_-__-----_ 
Pennsylvania State College, of Optometry, Philadelphia, Pa___--- 
Pennsylvania State University, University Park, Pa__._.___--_----_~ 
Philadelphia College of Osteopathy, Philadelphia, Pa- 
Philadelphia College of Pharmacy and Science, Phil: \delphia a Pa 
*hiladelphia Museum School of Art, Philadelphia, Pa 
Philadelphia Musical Academy, Philadelphia, Pa_- 
Philadelphia Textile Institute, Phil: ee Pa 
St. Francis College, Loretto, Pa 

St. Joseph’s College, Philadelphia, Pa 

St. Vincent College, Latrobe, Pa 
Seton Hill College, Greensburg, Pa 
State Teachers College, Bloomsburg, Pa 
State Teachers College, California, Pa 
State Teachers College, East Stroudsburg, Pa_ 
State Teachers College, Edinboro, Pa 
State Teachers College, Indiana, Pa____ 
State Teachers College, Kutztown, Pa 
State Teachers College, Lock Haven, Pa 
State Teachers College, Mansfield, Pa 
State Teachers College, Millersville, Pa 
State Teachers College, Shippensburg, Pa__ 
State Teachers College, Slippery Rock, Pa 
State Teachers College, West Chester, Pa__-_ 
Temple University, Philadelphia, Pa__ 
Thiel College, Greenville, Pa___ 

University of Pennsylvania, Philadelphia, Pa 
University of Pittsburgh, Pittsburgh, Pa__ 
University of Scranton, Scranton, Pa 
Villa Maria College, Erie, Pa__-_ 
Villanova University, Villanova, Pa. esata cos ici’ 
Waynesburg College, Waynesburg, Pa___.________________-_____ 
Westminster College, New Wilmington, Pa 
Pree ne, eee, 
Wilson College, Chambersburg, Pa__.....-.._._.._______________ 
Woman’s Medical College of Pennsylvania, Philadelphia, Pa 


Rhode Island: 


Brown University, Providence, B.lii.3. un ec 
Bryant College, Providence, B.I.-................._ (itt a 
Peewee tue Provigo Bets os) 
Providence-Barrington Bible College, Providence, R.I_...-_-______ 


i 
3, 498 
10, 802 
7, 386 
4, 944 
7, 847 
, 998 
846 
693 
954 
793 
69 
477 
970 
493 
739 
754 
311 
, 542 
O81 
2, 464 
6, 694 
1, 662 
2, 308 
5, 152 
3, 241 
7, 847 
785 
1, 329 
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4, 953 
4, 502 
13, 507 
8, 476 
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Rhode Island—Continued 


Rhode Island College of Education, Providence, R.I__...--------- 
Roger Williams Junior College, Providence, R.I__--.---------_--- 
OID, RIGUOERERED, CORBIN, OUUN UNIT Ig ieeecedk nc cretestequenent dower ee enepennaepreeetid 
University of Rhode Island, Kingston, R.I_-_-.-.------_-_--__----_-- 


South Carolina : 


Allen University, Columbia, 8.C 
menedict Colieee.. Columbia G0 id hee ea 
Bob.Jones University, Greenville; BiOcss... noose 
Citadel, The, Military College of South Carolina, Charleston, S.C_- 
Gietin: College. Ovrangeburs.. 8.0... iis. us kl esa oe 
Columbia College: Columbie.'S.0)0u5 0556 oc oz lis 
Converse. College, Spartanburg, 8.0.5... 152 2 ol 
Friendship Junior College, Rock Hill, S.C 
Furman University, Greenville, S.C 
Lander College, Greenwood, S.C 
Limestone College, Gaffney, 8.C 
STROSS UNOR 
eRe, rn RN a ctsicaty grunagimmpumcdepeameneninanan 
North Greenville Junior College, Taylors, §.C_.._-..._____________ 
BC CARE CRD, UNI Fans once eo ees ee ei osname 
South Carolina State College, Orangeburg, 8.C_.--.--.___________ 
University of South Carolina, Columbia, S.C__________ 
Voorhees Schoo] and Junior College, Denmark, S. C__- 
Wesleyan Methodist College, Central, S.C 
Sa aera eR nn nnmaimicleronesuntsrenpymiessirmcunns 
Wofford College, Spartanburg, 8.C 


South Dakota: 


Augustana College, Sioux Falls, 8S. Dak....-.--.....-_.____~____- 
Black Hills Teachers College, Spearfish, 8. Dak 
Dakota Wesleyan University, Mitchell, 8S. Dak__..___-.._________ 
General Beadle State Teachers College, Madison, 8. Dak 
Bmearon Corere, Huron. §. Dei ae ke eee ewe Tes 
Northern State Teachers College, Aberdeen, 8S. Dak 
Sioux Wallis College, Sioux Fatle: &. Dakssi- oes ies ee ceinalanc 
South Dakota School of Mines and Technology, Rapid City, S. Dak_ 
South Dakota State College of Agriculture and Mechanic Arts, 

TIN Fe RI is cn ove a hoi dD enagcisenes to aan tid boimeebien 
Southern States Teachers College, Springfield, S. Dak 
University of South Dakota, Vermillion, 8S. Dak. -..-_.--____._ 
Wessington Springs College, Wessington Springs, S. Dak 
Yankton College, Yankton, 8. Dak 


Tennessee : 


Austin Peay State College, Clarksville, Tenn 
Belmont College, Nashville, Tenn 
methel Collees, Bich oni, “Temi co ee 
Carson-Newman College, Jefferson City, Tenn 
Christian Brothers College, Memphis, Tenn 
Cumberland University, Lebanon, Tenn. _-...--~--_--..__-_______ 
David Lipscomb College, Nashville, Tenn.__.__....---...--...-. 
East Tennessee State College, Johnson City, Tenn 
Fisk Univereity, Waunvime,- esc. Ao ea ee bar 
Freed-Hardeman College, Henderson, Tenn_-_--~------__----_-~_~- 
reorge Peabody College for Teachers, Nashville, Tenn 
Hiwassee College, Madisonville, Tenn ____._-.____-__-__-__-_.__- 
Johnson Bible College, Kimberlin Heights, Tenn 
Knoxville College, Knoxville, Tenn 
Lambuth College, Jackson, Tenn 
Lane College, Jackson, Tenn 
Lee Colloss: Cipvenue, 2 elites ee eee ae ee 
Le Moyne College, Memphis; Tennis etl ek 
Lincoln Memorial University, Harrogate, Tenn 
Maryvilie,.College,. Maryville, Tem. 23554 el ea. 
Meharry Medical College, Nashville, Tenn____---------_---_----_~- 
Memphis State University, Memphis, Tenn 


162 
203 
2, 701 
2, 251 


1, 489 
869 
1, 241 
1, 612 
993 
1,191 


12, 304 
414 

3, 763 
149 

1, 737 


379 
969 
, 876 
, 250 
126 
313 
501 
719 
618 
563 
689 


orr 


ode 
938 
395 
563 
232 
200 
625 
2, 860 
1, 125 
2. 438 
4, 877 
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Tennessee—Continued 


Tex 


as: 


Middle Tennessee State College, Murfreesboro, Tenn 


Milligan College, Milligan College, Tenn 


Morristown Normal and Industrial College, Morristown, Tenn__ 


Southwestern at Memphis, Memphis, Tenn_ 


Tennessee Agricultural and Industrial State University, 


ville, Tenn ; etnies 
Tennessee Polytechnic Institute, Cookeville, Tenn 
Tennessee Wesleyan College, Athens, Tenn___- 
Trevecea Nazarene College, Nashville, Tenn 
Tusculum College, Greeneville, Tenn 
Union University, Jackson, Tenn__ 


University of the South, Sewanee, Tenn 
University of Tennessee, Knoxville, Tenn 
Vanderbilt University, Nashville, Tenn__- ae 
William Jennings Bryan University, Dayton, Tenn 


Abilene Christian College, Abilene, Tex 


Agricultural and Mechanical College of Texas, College Station, 


Tex 
Amarillo College, Amarillo, Tex 
Arlington State College, Arlington, Tex 
Baylor University, Waco, Tex 

sishop College, Marshall, Tex 
Cisco Junior College, Cisco, Tex 
Del Mar College. Cornus Christi, Tex 
East Texas Baptist College, Marshall, Tex 
East Texas State College, Commerce, Tex 
Frank Phillips College, Borger, Tex 
Hardin-Simmons University, Abilene, Tex 
Henderson County Junior College, Athens, Tex 
Howard Payne College, Brownwood, Tex 
Huston-Tillotson College, Austin, Tex 
Jacksonville College, Jacksonville, Tex 
Jarvis Christian College, Hawkins, Tex 
Lamar State College of Technology, Beaumont, Tex 
Lee College, Baytown, Tex_______-- 
Lon Morris College, Jacksonville, Tex 
Mary Allen College, Crockett, Tex : 
Mary Hardin-Baylor College, Belton, Tex 
MeMurry College, Abilene, Tex : 
Midwestern University, Wichita Falls. Tex 
Navarro Junior College, Corsicana, Tex 
North Texas State College, Denton, Tex- ‘ 
Our Tady of the Lake College, San Antonio, Tex 
Pan American College, Edinburg, Tex 
Paris Junior College, Paris, Tex__-_- 
Pau! Ouinn College, Waco, Tex 


Prairie View Agricultural and Mechanical College, Prairie View, 


i ir allt saad 
Ranger Junior College, Ranger, Tex 
Sacred Heart Dominican College, Houston, Tex 
St. Fdward’s University, Austin, Tex 


St. Mary’s University of San Antonio, San Antonio, Tex 
Sam Honston State Teachers Collece, Huntsville, Tex 


San Angelo College, San Angelo, Tex 
San Antonio College, San Antonio. Tex 
Southern Methodist University. Dallas, Tex 
South Plains College, Levelland, Tex 


Sonthwest Texas State Teachers College. San Marcos, Tex 


Sonthwestern Tniversity. Georgetown, Tex 
Stephen F. Austin State College, Nacogdoches, Tex 
Sul Ross State College, Alpine, Tex 

Tarleton State College, Stephenville, Tex 
Texarkana College, Texarkana, Tex 


University of Chattanooga, Chattanooga, Tenn________ 
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! Texas—Continued 
| 


on Texas Christian University, Fort Worth, Tex____-______-__--.---_._. 24, 107 
<8] Texas College, Tyler, Tex__._.-.------_-__- LR err Far 7, 109 

1 -_ Texas College of Arts and Industries, Kingsville, Tex__.._..._._._.... 17,550 
“| = Texas Southmost College, Brownsville, Tex_________-__-___-_-_-_-__ 891 
«, 032 Texas Technological College, Lubbock, Tex ____--___-_-_-_-_-_------- 7, 341 
0. 949 Texas Wesleyan College, Fort Worth, Tex_.------..--_--------~- 4, 981 

) Oke Texas Western College, El Paso, TeSsa i) aise ceic-oselnt icc 2, 737 
6, 408 Texas Woman’s University, Denton, Tex._..._.--__-._-__---_-__ 5, 768 
1, 938 Trinity University, San Antonio, Tex____-__-__-___-_~- ~plgeessace' 385 8, 662 

650 University of Corpus Christi, Corpus Christi, Tex_..._~-~ Lied td 4, 954 
1, 094 University of Dallas. Dalias: Pekseccdet utensil ieee aw 2, 097 
1, 125 Mniversity. of Houston, Houston; Les.<-- seed sti 15, 730 
1, 501 University of St. Thomas, Houston, Tews ...25-. sue ee 1, 57 
», (91 Tniversity of Texas, Austin: De® ocsikc ceed wocenicas Re. 25, 073 
a 631 Wayland Baptist College, Plainview, Tex_-..-..-..--_-..-._~.. 944 
504 Wharton County Junior College, Wharton, Tex___-----__----_----- 453 

, 969 i iri OSCR: en ncseusmueummieaaaematann 4, 231 
= Utah : 

, 035 Brigham Young University, Prove, Wtahsuss ei 2b skied 12, 986 
- a Carbon College... Price, Utaeh...._..5~ 23-4 aenase dns se ed eee tet a 542 
’, (30) College of St. Mary-of-the-Wasatch, Salt Lake City, Utah___----~-- 569 

ov Dixie Junior College, St. George, Utahz....._.....-__-----.-__. 4,114 
_ 044 Snow College, Ephraim, Utah. _...----._----- euisietondsiedeesed 2, 961 
3, 108 Eniversity: of Utah, Salt Lake City): Utehnns.do-oncce cece 6, 021 
» (04 Utah State University of Agriculture and Applied Science, Logan, 

, O07 Utah vi aD aaa sla a tne Silla i 
5 022 Weber College, Ogden, Utah ; a . sos St de 4,736 
», 463 | Westminster College, Salt Lake City, Utah A eT ee ae 
i, 883 College of Southern Utah, Cedar City, Utah......._...-___-_-_-... 10, 437 

“ 

). 4 | Vermont: 

» 219 Stonnington, Collese, Peneington. Vhs qc ceck nde Soceweilnn oes 1, 534 
) 4298 @oddara College, Pieinield, Vt... 220525 eee — 566 
R44 | Green Mountain College, Poultney, Vt... 2 ce tea tees 311 
207 Marlboro College, Marlboro, Vt-----~----.~-~-- he oes aul 107 
19 «| Middlebury College, Middlebury, Vt----------~-- pd icececets bsg cede 1, 885 
148) Norwich University, Northfield, Vt-.._------~- Seat Oe ceases 5 aie 1, 587 
) R99 St. Michacl's domtetey wanonekl, Vten oc 3 cdc ck es ek eee 1, 068 
097 State Teachers College, Castleton, Vt..._._..__---- a a ee 1, 301 
" R08 State Teachers College, Johnson, Vt. ~~~ sa i FE al a 283 
990) State Teachers College, Lyndon Center, Vt__.------------------- 848 
947 University of Vermont and State Agricultural College Burling- 

Ong On. VG et ost duet. esta! Sahay 10, 275 
937 Windham College, Putney, Vt__------------- ee rer 251 
, 216 Virginia : 

. 146 sridgewater College, Bridgewater, Va____-- Li aren ly ee 
. 453 College of William & Mary, Williamsburg, Va_--- ee 
, 878 Emory & Henry College, Emory, Va__.-.------------------------- 745 
. 359 Hampton Institute, Hampton, Va_------- peel. Lee Sane 
Lynchburg College, Lynchburg, Va_----------- Soe So alee 4,583 
» 22 Mary Baldwin College, Staunton, Va_--------~~~-- te see "Ee 
. 936 Marymount Junior College, 2807 N. Glebe Road, Arlington, Va__~- 224 
. 999 Medical College of Virginia, Richmond, Va__- Bn 2, 113 
, 831 Randolph-Macon Woman's College, Lynchburg, Va : Aa Fe 
, 813 St. Paul’s College, Lawrenceville, Va_---- PSone S50 
. 288 Shenandoah College, Dayton, Va_------~---------- Bie tL 435 
. 888 Shenandoah Conservatory of Music, Dayton, Va_---- ire OS 31] 
, 607 Sweet Briar College, Sweet Briar, Va___----- ; — 1,118 
, 730 University of Virginia, Charlottesville, Va----------.-----..--. 2, 246 
, A Virginia Polytechnic Institute, Blacksburg, Va_-.---~-~-~- sche aimnpalaen yale aS 
, 308 Virginia State College, Petersburg, Va----~~- ane ERG Cee 
, N88 Virginia Union University, Richmond, Va_- __ 10,619 
ARS 
. 719 
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Washington: 
Central Washington College of Educat 


Eastern Washington College of Educa 
Gonzaga University, Spokane, Wash 


St. Martin’s College, Olympia, Wash 


Seattle Pacific College, Seattle, Wash 


Seattle University, Seattle, Wash 


Skagit Valley College, Mount Vernon, Wash 


State College of Washington, Pullman, 
University of Washington, Seattle, Was 


Walla Walla College, College Place, Wash_________ 


Western Washington College of Educati 
Whitworth College, Spokane, Wash 


West Virginia: 


Alderson-Broaddus College, Philippi, W. Va 


3ethany College, Bethany, W. Va____- 
Bluefield State College, Bluefield, W. V 
Fairmont State College, Fairmont, W. V 
Glenville State College, Glenville, W. V 
Morris Harvey College, Charleston, W. 


Shepherd State College, Shepherdstown, 
West Virginia State College, Institute, W. Va____~_- 
West Virginia University, Morgantown, 


Wisconsin: 
Alverno College, Milwaukee, Wis 


Cardinal Stritch College, Milwaukee, Wi 


Carroll College, Waukesha, Wis 
Dominican College, Racine, Wis 
Edgewood College of the Sacred Heart, 
Lawrence College, Appleton, Wis_____- 
Layton School of Art, Milwaukee, Wis- 


Marian College, 390 E. Division St., Fond du Lac, Wi is 


Marquette University, Milwaukee, Wis 
Milton College, Milton, Wis_._._______~- 


Marquette University School of Medicine, Milw: 1ukee, Wi: is 
Milwaukee School of Engineering, Milwaukee, Wis 


Mount Mary College, Milwaukee, Wis_- 
Northland College, Ashland, Wis__-_--- 
Ripon College, Ripon, Wis____--___--_- 
St. Norbert College, West De Pere, Wis 
Stout State College, Menomonie, Wis- 


tion, Cheney, Wash___- 


Pacific Lutheran College, Parkland, W 


ash 


Wash 
h 


on, Bellingham, Ws ash_ 


a. 


Ge eS fh i e 
BERS) tts 
Re sia ge ors aoa ie hee 


We ee 


W. Va 


iinendaymansivnies 


Ms ydison, Ww a. 7 


University of Wisconsin, Madison, Wis__- 


University of Wisconsin, Milwaukee, Wis 


Viterbo College, La Crosse, Wis - 


Wisconsin State College, Eau Claire, W 


Wisconsin State College, La Crosse, W 


Wisconsin State College, Oshkosh, Wis__ 


Wisconsin Institute of Technology, Platteville, Ww is. 


Ot ccoghans 


is 


Wisconin State College, "River Falls, A a i ace TO 


Wisconson State College, Stevens Point, 


Wisconsin State College, Superior, Wis 


Wisconsin State College, Whitewater, W 
Wood County Teachers College, Wisconsin Rapids, Wis 


Wyoming: 
Casper Junior College, Casper, Wyo____ 
Northwest Community College, Powell, 
University of Wyoming, Laramie, Wyo 


Wis 


ak a 


ion, Ellensburg, Wash______ 
College of Pugent Sound, Tacoma, Wash 


Columbia Basin College, Pasco, Wash 


251 
1, 839 
7, 587 
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puerto Rico: 
Catholic University of Puerto Rico, Santa Maria, Ponce, Puerto 


TO a a iis toms consis oatninich an ei eal alk iniglins cc ela bia capitis depart abana peat 2, 302 
Inter American University of Puerto Rico, San German, Puerto 

aie sv tina ncnpes eis dbens tomar ces te cnapndons gp aed ove agin aaa ce pagemiamenenan sia 2, 557 
University of Puerto Rico, Rio Piedras, Puerto Rico_...----~-~_- 28, 641 


Mr. Bow. That is all, Mr. Chairman. 
NUMBER OF STUDENTS RECEIVING LOANS 


Mr. Tuomas. How many students received that $6 million? 
How many students were involved ? 

Dr. Derruick. We do not have that information. 

Mr. THomas. What is your guess? 

Dr. Derrick. Dr. Babbidge, do you have a guess on that? 
Dr. Bassinee. 15,000 to 20,000 students. 


NUMBER OF SCHOOLS PARTICIPATING IN LOAN PROGRAM 


Mr. Jonas. How many colleges and universities have applied to 
participate in the loan program ¢ 
Dr. Derruick. 1,227. 
NUMBER WITHDRAWN 


Mr. Jonas. How many have withdrawn their participation or in- 
terest in participating because of the disclaimer statement ? 

Dr. Bassiper. Perhaps six or eight. Four have actually withdrawn. 

Mr. Jonas. What are the institutions which have withdrawn ? 

Dr. Baxspince. The institutions are Reed College in Oregon; 
Goucher College, Maryland; Antioch College, Ohio; and an Ohio 
college the name of which escapes me at the moment. 

Mr. Bow. Could it have been Worchester, in my District? 

Dr. Bassinee. No, sir; not any of those, Mr. Bow. The fourth was 
Wilmington College, Ohio. 

Mr. Jonas. Have you had any substantial number of other institu- 
tions which have indicated they would withdraw ? 

Dr. Bassipcr. Three colleges indicated to us that they would not 
apply, and four have indicated that they have withdrawn for this 
reason. 

Mr. Jonas. So, that would be 7 out of 1,227? 

Dr. Bansiner. Yes, sir; well, out of 1,900 eligible institutions. 

Mr. Jonas. Many have not indicated any interest for reasons which 
they did not give? 

Dr. Basgsiwer. Some have refrained from applying, but have not 
indicated to us why. 


OBLIGATION OF RECIPIENTS OF FELLOWSHIPS TO TEACH 


Mr. Jonas. I would like to refer just a minute and very briefly to 
the first comment made by Mr. Bow about the fellowships: The only 
way I can justify in my own mind voting public funds to award fel- 
lowships to a limited number of individuals in the United States 
would be on the basis that we need that increased and improved 
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training for utilization in our public schools and in our school 
program. f 

Now, what objection would there be to putting these fellowships on 
the basis of a contract and requiring the beneficiaries to teach for a 
eertain number of years? I understand you do not want to do it, but 
you have not said why you object to it. 
~ Dr. Basswer. If I may answer in part, Mr. Jonas, I think most in- 
stitutions would feel that if a man or woman teaching under contract 
when he or she did not really want to be teaching probably would not 
make a very effective teacher. I think that is essentially the objection 
that would be posed by the employer of such a teacher. If they really 
want to teach, they will be good teachers, and they will go into 
teaching. 

Mr. Ketry. I might say one thing about some programs last year 
in the Department. We have carried on some training in connection 
with vocational rehabilitation and in connection with the public health 
services programs—a good many of them—and surveys of what hap- 
pened to the people trained in these programs have shown that the 
great preponderance of them actually engaged in the public programs 
even though they were not under any contract which they had to ful- 
fill as a result of the Federal assistance they obtained. 

Mr. Jonas. That analogy is not even close in my judgment. 

When you train a person for public health work, his activity is lim- 
ited, but when you give someone training in a graduate field and when 
he receives the Ph. D. degree, the whole wide world is open to him. 

Mr. Ketxy. But a great many of the training programs we have 
run through the Public Health Service have been with respect to 
medical and health-related occupations which can be employed in pri- 
vate practice in a great number of places, and yet they have engaged 
in teaching and research. 

Mr. Jonas. Well, I will not extend the discussion, but it does seem 
to me that we could with propriety require that the people who are 
the beneficiaries of the grants agree to contribute their increased 
knowledge for a certain period of time at compensation, of course, 
to improve our general educational system. 
the program; is it not? 

Dr. Derrnick. We have felt that what we might gain by such a 
binding contract would not be great. 

Mr. Jonas. You are not alone. The National Science Foundation 
resists that, too, but I am not convinced that the beneficiaries of the 
public’s tax dollars should not make a contribution in service for the 
improvement of our country. 

Mr. Tuomas. Mr. Jonas, before you leave that subject, will you 
yield for one question ? | 1 

Mr. Jonas. I certainly will. 


That is the purpose of 


NON-COMMUNIST OATH 


Mr. Tuomas. I cannot find it in the justifications under either sub- 
ject matter, but do you have a non-Communist oath required in both 
programs—the loan program and the fellowship program ? 

Dr. Baspince. Yes, we do. 

Mr. Tuomas. And was that what you had reference to where you 
had seven colleges which refused to go along with it? 
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Mr. Jonas. No, sir; Lreferred to the loan program. 

Mr. Tuomas. Have you had any withdrawals on account of your 
non-Communist oath being applied to either program ? 

Dr. Derruick. Four colleges have withdrawn; yes. 

Dr. Bapsiwce. That is for the loan program. 

Dr. Derruick. And three colleges indicated they would not partici- 
pate because of that. ; ; 

Mr. Jonas. Have any applicants for fellowships raised this ques- 
tion ¢ 

Dr. Dertuick. Not that I know of. 

Mr. Tuomas. The withdrawals were by the colleges and not the 
applicants themselves 

Dr. Derruick. Yes, sir; that is right. 

Mr. Jonas. Four colleges ? 

Mr. THomas. What about the students ? 

Dr. Bansiner. In virtually every instance the college indicated that 
it would itself set up a loan fund with funds very similar to the 
Federal program. 

Mr. Tuomas. To take care of the students who did not want to 
take it / 

Dr. Baspipcr. Apparently so. 

Mr. Jonas. I thought they could not set up these loans. Where are 
they getting the money’ I thought that was why we were going into 
the program. 

Dr. Derruick. These are small loan programs, and are not anything 
on this scale. 

Mr. Bow. Mr. Chairman, may I further comment ? 

Mr. liiomas. Surely. 

Mr. Bow. The gentleman from Massachusetts, Mr. Boland, raised 
the question about why there were no funds here for these impacted 
areas. I am interested in that also because throughout Ohio and 
other places I have heard from them and the needs they have, although 
I have never been a great supporter of the program, and I am just 
wondering whether the fact that those people did not ask for any 
money could have anything to do with the possibility of trying to 
enlist additional volunteers in the army for Federal aid to education ? 

Dr. DerruicKk. I am sure that thought was not on anybody’s mind. 

Mr. Bow. You are sure of that? 

Dr. Derruick. Yes, sir. 

Mr. Botanp. I want to say that I think the Office of Education has 
done a terrific job, laboring under the burden it has with these pro- 
grams, and I think the program of college loans and grants—one 
that was thrust into your lap at a very late stage—and the rapidity 
with which the Office has entered into it and the job it has done be- 
speaks a good staff, and a dedicated one, to have come through in such 
. short period of time with the tremendous projects which you have. 

Dr. Derruick. You do not know how much I appreciate that. I 
refrained from saying anything about it, but there has not been a 
weekend or night that the typewriters and the people have not been 
working. They felt deeply the responsibility. 

Mr. Tomas. Dr. Derthick, with reference to your program, Mr. 
Jensen, who is not present at the moment, has some questions which 
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in? 
Dr. Derruick. Yes, sir. 
Mr. Tuomas. We appreciate that. 


FEDERAL CONTROL OF EDUCATION 


Mr. Jensen. Mr. Commissioner, I was quite interested in the an- 
swers which you gave our good chairman about the need for these ex- 
penditures for certain educational purposes. 

Will you agree, Dr. Derthick, that the primary purpose of educa- 
tion is to teach people to govern themselves? 

Dr. Derruick. Yes, sir. 

Mr, Jensen. You will agree with that? 

Dr. Derrnicx. That that is the primary purpose; yes. 

Mr. Jensen. Since that is the primary purpose of education, why 
should we not leave the government of the people as close to home 
as possible, since we are the best educated Nation in the world! 
Should we not be quite careful about letting our educational system 
get under the control of a centralized power ? 

Dr. Derruics. I believe thoroughly in having the control at the 
State and local level. I believe that is where we have it. I think 
that is where we are going to keep it. 

Mr. Jensen. We keep inching a little closer to Federal control 
and when this Congress appropr iates money for educational purposes, 
for roads, for homes, or for anything else, we put certain controls on 
that. 

We tell the people that are going to benefit. from these laws and 
appropriations that they must do this, that, and the other thing, in 
order to qualify, do we not? 

Dr. Derruicx. Let me tell you that as a local district school super- 
intendent of a system which had substantial Federal-aid programs in 
vocational education, I was never conscious of the Federal Govern- 
ment. My dealings were all with the State. 

Mr. Jensen. At that time, of course, we had not embarked upon 
too much centralized government. 

Dr. Derruick. That was just 2 years ago that I left that position. 

Mr. Jensen. I must say that your experience is quite exceptional. 

I think it was 4 years ago when the Atomic Energy Commission was 
complaining about the dearth of scientists that we had in this c ountry 
and they were complaining about the fact that schools and colleges 
were not giving courses in the sciences sufficiently to keep enough 
young people interested in all these sciences in this scientific age. 

I asked them this question: “What are you doing about it! 

Of course, their answer was, in short, “Nothing.” 

They did not know they could do anything about it. 

I said, “Couldn’t you write all the superintendents of schools and 
give them a little encouragement to ask their pupils on the first day 

of school or college to take an interest in the scientific studies ?” To 
make a long story short, they said, “Yes, we can do that,” and they 
did that and you would be surprised to know how many students 
from high schools, universities, took it to heart and began taking 
courses in the sciences. 


he would like to direct to you. Would you please wait until he comes 
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It didn’t cost the taxpayers of America one red dime. 

They are today studying and they have expanded that program no 
end. 

I am inclined to think that we are just trying to do too much for a 
certain group of students, trying to give them too much Federal aid, 
to the point where maybe they will finally say to mother and dad, “I 
don’t owe you anything for my higher education, but to somebody 
down in Washington.” 

That will be a bad day for America. 

Dr. Derruick. You are referring at the moment to the loan pro- 
gram { 

Mr. JENSEN. Yes, to some degree, although I am glad that the Con- 

ess saw fit to knock out these grants which you requested. 

I believe it was you? 

Dr. Derruick. Yes, we did, scholarships. Of course, these students 
will be dealing with their own institutions and they will be assuming 
an obligation they have to pay back for their own education. 

Mr. JENSEN. When they canont pay it back I suppose we will just 
mark it off ¢ 

Dr. Derruicx. The record in past loan programs has been very 
ood. 

There have been very, very few failures to pay back. Students 
have proven to be an excellent risk. 

Mr. Jensen. I do not think we have hurt too much up to the present 
time, but certainly I do not want to let his thing go to its ultimate 
end and wake up some fine day and find that our educational system 
is under Government control completley, as has happened in most 
every nation where Federal aid was started or where the educational 
system year by year gets a little more and more under control of the 
Government, and finally the Government runs the show and the local 
people depend caialaale upon the Government. 

Dr. Derruick. We believe the way the program is administered 
and the way it is designed, the control and responsibility are put at 
the State and local level. 

Mr. Jensen. A number of years ago, about 10 years ago, a super- 
intendent of my county wrote me and asked me to support a certain 
bill of Federal aid to education. 

She said, “I am doing this because there is no Federal control in this 
bill.” 

I took the bill and underlined in red pencil portions showing where 
there was Federal control. There were either 36 or 37 places in that 
bill where there was Federal control. 

I wrote back to her and sent a copy of the bill and said, “Now, are 
you ready to take a good look at this? Think through it and then 
write me a letter and tell me whether you want this kind of law to 
pass or not.” 

She wrote back and said, “You will never hear another word from 
me. I didn’t realize this. My State association said there was no 
Federal control in this bill and here you show me 36 or 37 places 
where there is Federal control.” 

This Congress would not dare to appropriate all of this money 
unless we had certain strings on it. We cannot let this thing get out 
of hand. We are going to put strings on it when we appropriate 
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money. They are going to have to abide by certain Federal rules and 
re 7 ations and dic tates rom a centralized Government. 
do not care what we appropriate money for, it is our responsi- 

bility to see that that money ts spent according to the rules and reg 
lations we lay down. 

You just let that go on a while and see where we end up. So muel 
for that. 

You talked about the need for Federal appropriations to schools 
in Tennessee ? 

Dr. Derrnick. Yes, sir. 


Mr. Jensen. Let me tell you, my friend, my secretary who just 
left me after 17 years of service with me, lived in Tennesse+ Any 
way. he left my district and went down and bought a little “ume 


resort. It included a log cabin building 24 by 40, a fine little log 
cabin. In that cabin he had a general store and a restaurant pretty 
well equipped and stocked. In addition he had three cabins to rent 
out on the river. 


What = hy suppose his annual tax was on that property as well 


as 8 acres land? He paid every year $4.75 of real estate tax 
$4.75. 

If you wot ild like to have me get the tax recelp ts IT will get them 
for you. 

He carried them around in his pocket al (| every time someone 
talked about the need for Federal aid to schools 11} le nessee, he 
pulled this out and showed this tax recs ipt. 

The people in Tennessee would pay that. That must lx fair 


example 

Dr. Derruicx. I think this is a fairly isolated example. 1 
lived in Tennessee most of my life and I never heard of 
example like that. 

Mr. JENSEN. His power bill is subsidized, too. That was almost 
nil and you al LI pay a bi ia share of that, his electric power bill. 

If the peop is I have the’ honor to represent in Congress ever said 
to me that they could not afford to educate their children, I would 
not be very proud of them and I would tell them so. 

That is all, Mr. Chairman. 

Mr. Tuomas. Thank you very much, gentlemen. 
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Monpbay. Marcu 2, 1959. 
Pusitic HEALTH SERVICE 


WITNESSES 


DR. DAVID E. PRICE, CHIEF, BUREAU OF STATE SERVICES 
DR. JAMES K. SHAFER, CHIEF, DIVISION OF GENERAL HEALTH 


SERVICES 
STEPHEN J. ACKERMAN, FINANCIAL MANAGEMENT OFFICER, 


BUREAU OF STATE SERVICES, PUBLIC HEALTH SERVICE 
DR. ARTHUR S. FLEMMING, SECRETARY OF HEALTH, EDUCATION, 


AND WELFARE 
JAMES F. KELLY, DEPARTMENT BUDGET OFFICER 


ASSISTANCE TO STATES, GENERAL 


Program and financing 


¥, incre 
presen or de- 
1 cre e 
i lvl 
(rra 
lo States for gen lt 1 ‘ l : 000 
»h) For public Pealth traini ; > 000, 0 2. O00, O 
lo schools of publie health 00, GOO +3500, OOF 
Di op tic 
| cal nce to States : 2 297, WK 9 997, 900 
\ il stat ic 62 1. 620. 100 
c) International health activities 150, 400 100) 
Special health services 
1) Health of the aged and chronic disease 1, 153, 800 800 
2) Occupational healt! 855, 10 855, 100 
3) Accident prevention {yf SOM 
Administration l 900 
ntai required ior pay I A 0, O 
Total obligations . 23 7. (OM R00. OOF 
Financing: Comparative transfer fro other account s 8, OF 


New oblizational authority...-...-.-.-.- endia tip thal 22, 889, OOK 23, | 
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Object classification 








| 1959, | 1959, 1959, increase 
presently | revised | (+) or de- 
| available | estimate | crease (—) 
Total number of permanent positions_............---.-- 744 | 744 ode 
Full-time equivalent of all other positions..................--- 33 | 33 





Average number of all employees | 721 721 


Number of employees at end of year | 77 | qa lo ahh 


eccccoeesceeecoceoccce fad ade d.. 
01 Personal services: | | 
Permanent positions... ........-...-.«- sii ieariiaeth aimed | $4, 745, 649 | OR 8) 61 ae 
Positions other than perms anent- Ba 5 te ee 196, 725 | 0S, Fae Fasuconcn succes 
Other personal serv ices ee aes pS "| 34, 426 PAGO bs ctcecctchncan 
| ont 
Total personal services.......- ican head atta al 4, 976, 800 | 4, 976, 800 |- z 
cn dbeeawebune 7 397, 500 | 397, 500 si 
Me ee . 49, 900 49, 900 |- s 
ae ae ee ee 49, 700 | 49, 700 |. de 
05 Mente and utility services.........................:. | 110, 800 | 110, 800 | 4 
06 Printing and reproduction__..................-- 117, 10 117, 100 
07 Other contractual services. ..........._..-.- ‘, : 245, 000 245, 000 
Services performed by other agencies............-- 25. 200 »5, 200 
Purchase of vital records transcripts--...........-- 15), 000 150, 000 . 
I nn emma : 91, 200 | 91, 200 
I a Ne abanmanets ee 47, 500 47, 500 |_... ¥ 
11 Grants, subsidies, and contributions..................._--| 17, 215, 400 17, 715, 400 | +$500, 000 
13 Refunds, awards, and indemnities....................-..- | 700 709 ae 
ee ee eee cue 20, 200 | 20, 200 ¥ 
Supplemental required for pay NS Se —300, 000 j|__.--.-- +300, 000 
Pe MINN ile ne. oceunmeramamene iaadteeg es 23,197,000 | 23.997. 000 | +-800, 000 


Mr. Tuomas. Gentlemen, we will now take up for consideration the 
supplemental request for “Assistance to States, general,” Public Health 
Service. 

We are delighted to have with us at this time Dr. David E. Price, 
who is the Chief of the Bureau of State Services. 

Dr. Price, do you have a statement which you would like to pre- 
sent to the committee, or would you desire to summarize it ? 


GENERAL STATEMENT 


Dr. Price. Mr. Chairman, I have a short statement and with your 
permission I will read it in its entirety. 

Mr. Chairman and members of the committee, this supplemental 
appropriation request is for $800,000, of which $500,000 is to be used 
to increase and strengthen the training of professional public health 
personnel in accredited schools of public health and $300,000 is for 
the increased pay costs of civil service personnel. 

Public Law 85-544, enacted near the end of the last session of Con- 
gress, established the training program and authorized the appropria- 
tion of not to exceed $1 million for each of the fiscal years 1959 and 
1960 for making grants to the schools of public health for this purpose. 

There are in the United States 11 accredited schools of public health. 
Five of these schools are State-supported institutions: University of 
North Carolina, University of Michigan, University of Minnesota, 
University of California, and U niversity of Puerto Rico. The re- 
maining six are private institutions: Harvard, Yale, Columbia, Johns 
Hopkins, University of Pittsburgh, and Tulane. These 11 schools 
perform a regional, national, and even international public health 
training service. For example, approximately 75 percent of the grad- 


uate 
the 

thes 
volt 


ing 


the! 
pos 
eng 
and 
pre 
dey 

ane 


tog 
He 
in 

for 
cat 
pel 
fes 
Ur 
tra 
he: 
ce] 
ex’ 
ne 
fo 
lig 


_ 


pr 
he 
th 


pl 
gz 
by 
st 


al 


th 
Ce, 


"e- 


ur 


al 
ed 
th 
or 


a- 


ns 


th 
1- 


599 


uates of these schools are employed in geographical areas other than 
the State in which the school they attended is located. In addition, 
these schools train personnel primarily for employment in official and 
voluntary health agencies. Civer 90 percent of the students graduat- 
ing accept employment in governmental and voluntary health agencies. 

The training services provided by the schools of public health ar e, 
therefore, a vitally important national resource. They provide the 
postgraduate and specialized public health training for physicians, 
engineers, health educators, biostatisticians, and many of the nurses 
and other professional and technical personnel needed to staff the 

reventive health services conducted through State and local health 
departments, Federal health agencies, voluntary health organizations, 
and international health programs. 

A group of public health administrators and training experts called 
together e the Surgeon General in a National C onference on Public 
Health Training last July concluded that a serious deficiency exists 
in the scope and volume of public health training. The conference 
found, for example, that there are over 2,500 vacancies in professional 
categor ies in Official public health agencies alone due to lack of trained 
personnel. In addition, the conference found that over 20,000 pro- 
fessional personnel now employed in public health agencies in the 
United States lack the formal graduate or specialized public health 
training needed to provide for “the people the most effective public 
health ‘protection. Beyond these evidences of current need for ac- 
celerating and strengthening public health training operations, there 
exist also the needs for expansion of training to meet the personnel 
needs for future population increases, for new health programs, and 
for implementing ante research discoveries. These factors high- 
light the importance of funds requested in this supplemental appro- 
yriation for increasing the capabilities of these 11 schools of public 
health to meet more adequately the public health training needs of 
the Nation. 

More than two-thirds of the students attending the schools of 
public health are sponsored by Federal, State, local, and international 
government agencies. This sponsorship usually includes payment 
by these agenc cies of the students’ tuition and of a stipend for the 
students’ livi ing expenses. The tuition paid to the schools covers only 
an average of 11 percent of the basic teaching costs of the schools. 
For the academic year 1957-58 the difference between tuition received 
and the teaching costs for Government-sponsored students is reported 
to have exceeded $3 million. In recognition of this factor, the legis- 
lation which authorizes the program of grants for training in schools 
of public health provides that in the allocation of appropriated funds 
to the schools, primary consideration shall be given to the number 
of federally sponsored students attending each school. 

The funds requested in this supplement: al appropriation, even 
though available to the schools late in the fiscal year, will enable 
them to initiate programs for strengthening and improving their 
public health training services at the earliest possible date. This 
will, in addition, facilitate their completion of plans for maximum 
operations in fiscal year 1960, for which year $1 million is included 
in the President’s budget. 











600 


The schools have advised us that during fiscal year 1959 these 
funds will be used for such activities as: 

1. Employment of new faculty in such fields as public health admin- 
istration, sanitary science, radiobiology, air pollution, and occupa- 
tional health. 

2. Purchase of additional laboratory and other teaching equipment, 

3. Initiation of programs of short courses, seminars, and extension 
training for public health personnel of State and local health 
agencies. 

4. Renovation of space for additional classrooms, laboratories, and 
offices. 

5. Strengthening library facilities in the schools. 

Increased pay costs for civil service personnel were authorized in 
Public Law 85-462, approved June 20, 1958. The request of $300,000 
is required to meet these increased costs. This amount cannot be 
absorbed since it was necessary for this appropriation to absorb the 
increased pay costs for commissioned officer personnel. 

Moreover, funds are being obligated as planned in the apportion- 
ment, the apportionment having been approved on a deficiency basis. 
Because it is so late in the year, the programs financed from this 
appropriation cannot retrenc h sufficiently to absorb this cost by attri- 
tion of personnel. Failure to obtain the full amount requested will 
require curtailment of operations in such vital programs as health 
of the aged and chronic disease and accident prevention. 

[ shall be glad to answer any questions you may have concerning 
these requests. 

JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. We will insert pages 5 and 6 of the justification at 
this point. 
(The pages referred to follow :) 


GRANTS TO SCHOOLS oF Pusiic HEALTH 


Public Law 85-544 authorized the appropriation of not to exceed $1 million 
for each of the fiscal vears 1959 and 1960 to be used for awarding grants to ac- 
credited schools of public health to provide professional training, specialized 
consultative services, and technical assistance in the field of public health. In 
fiscal year 1959 a supplemental request for $500,000 is contemplated for initia- 
tion of the program. 

The activities of the 11 schools of public health are vitally necessary if publie 
health programs at all levels of government are not to be seriously curtailed 
for want of an adequate supply of trained public health personnel. These 11 
schools, in their training activities, perform a regional, national, and even 
international service which is directed primarily at serving the needs of official 
and voluntary health programs. Over 90 percent of the students in these schools, 
for example, accept employment in governmental and voluntary health agencies. 
In addition, approximately 75 percent of the graduates are employed in some 
geographical area other than the State in which the school they attended is 
located. 

More than two-thirds of the students attending schools of public health are 
sponsored by Federal, State, local, and international government agencies. The 
tuition paid to the schools by these government agencies on behalf of these 
students covers only an average of 11 percent of the basic teaching costs. For 
the academic year 1957-58 this difference between tuition received and the 
teaching costs for government-sponsored students amounted to more than $3 
million. 

Because the legislation was enacted too late for funds to be included in the 
ippropriation requests last session, a supplemental appropriation of $500,000 is 
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proposed for inclusion in the first fiscal year 1959 supplemental appropriation this 
session. These funds, even though they would not be available until the latter 
part of the fiscal year, would enable the schools to start the expansion and 
improvement of their training programs during 1959 and to be in a position of 
readiness for maximum operation during the entire 1960 fiscal year. Specifically 
the schools would use the 1959 funds to— 

1. Employ staff for the last few months of fiscal year 1959. 

2. Set up and conduct field training and seminar programs during the re 

mainder of fiscal year 1959. 
3. Acquire new teaching equipment and supplies. 
4. Firm up plans for expanded operations during fiscal year 1960. 


INCREASED PAY COSTS 


This supplemental estimate includes, also $300,000 for increased pay costs for 
civil service personnel, authorized under Public Law 85-462, approved June 20, 
1958. This cost cannot be absorbed since it has been necessary to absorb tie 
increased pay costs in fiscal year 1959 of $156,000 for commissioned officers and 
$3,000 for postage. 

The direct obligations through December 31 are $3,086,314, leaving a balance 
of $2,802,086 available for the last half of the year, or $283,678 less than the 
present operating level. 

In view of the absorption of the increased pay costs of commissioned officers 
and of penalty mail costs, it is very necessary that the supplemental estimate of 
$300,000 for pay costs be approved. Otherwise it will be necessary in the last 
half of the year to reduce drastically the level of operations in all of the 
programs financed by this appropiration. 

Mr. Tuomas. Dr. Price, you are requesting two items, one in the 
amount. of $500,000, and the other in the amount of $300,000? 

Dr. Price. Yes, sir. 

Mr. Tuomas. The sum of $500,000 is requested for your program of 
“Grants to States for health.” and I have a little notation made up 
here “new,” and not a deficiency program, and you want $300,000 
for your pay act Increase. 


PAY INCREASES 


What is the full amount of your pay act? 

Mr. Ketriy. $488,300 of which we are asking for $500,000. 

Mr. Tuomas. You absorbed $180,000 4 

Mr. Kenny. $188,300. 

Mr. THomas. Where did that $188,000 come from’? Did it come 
from your “Other objects” money ¢ 

Mr. Ketiy. Primarily, delays in filling positions. 

Mr. Tomas. How many appropriated positions do you have, and 

what is the number unfilled at this time? 

Mr. Kriiy. 696 were provided in this appropriation, and we have 
an average employment of 677. 

Mr. Tuomas. 696? 

Mr. Keuiy. Yes, and the average a nt contemplated was 
677. Theemployment on January 31 was 671, 

Mr. Tuomas. Lam not talking about man-years. Iam talking about 
bodies. How Many bodies / 

Mr. Keiiy. 696. 

Mr. THomas. 696 jobs? 

Mr. Ketiy. Yes, sir, and 671 employed on January 31. 

Mr. THomas. So, you have vacancies to the extent of about 25 
obs ¢ 

Mr. Keniry. Yes, sir. 











602 


Mr. Tuomas. What will be your unexpended balance for your other 
objects ? 

Mr. Kerry. I think with the exception of the amount which was 
absorbed the pay increase will occasion us to utilize all of the remaining 
funds. 

Mr. Tuomas. You are telling me you are spending your other ob- 
jects money here for your salar ‘ies? “How much of your other objects 
money was used to absorb the pay increase? You have absorbed 
$188,000. What part of that comes from other objects ? 

Mr. Ackerman. About $115,000. 

Mr. Tuomas. $115,000 has come from the other objects ? 

Mr. ACKERMAN. Yes, sir. 

Mr. THomas. Will you you be able to absorb any more than $115,000 
from other objects ? 

Mr. AckEerMAN. No, sir; we estimated it down as close as we could 
get. 

Mr. Tuomas. Dr. Price, I want to compliment you on the fine 
statement which you have made. It is very much to the point, and 
we appreciate it. 


GRANTS TO SCHOOLS OF PUBLIC HEALTH 


Will you please tell us about your grants to States here for your 
health schools? 

What do you think about it? This is a new program; is it not? 

Dr. Price. This is a new program which was authorized by the 
85th Congress. It was authorized for a period of 2 years at $1 million 
per year. 

Mr. Tuomas. Is this properly a deficiency item? What I mean by 
that is this: Would it hamstring your activities if we wait and send 
this over to the committee whic h is going to handle your regular ap- 
propriation, Mr. Forgarty’s subcommittee ? 

Dr. Price. I would say this: That it would cause a serious delay in 
bringing about the objectives of this legislation, because unless the 
schools have funds by the end of this fiscal year, and in fact, if they 
are required to wait until the 1960 funds are available for allocation, 
it will then be quite too late to obtain additional faculty and make 
provision for enriching and extending the activities in the school year 
which will begin in the fall. 

If they are enabled to have funds by the end of this fiscal year they 
will be able to move ahead and make preparations to put this program 
into effect. 

Mr. Tuomas. Doctor, let me read this: 

Public Law 85-544 authorized the appropriation not to exceed $1 million for 
each of the fiscal years 1959 and 1960 to be used for awarding grants to ac- 
eredited schools of public health to provide professional training, specialized 
consniltative services, and technical assistance in the field of public health. 

Is this college, high school, or what ? 

Dr. Price. No; these are graduate schools of universities which 
train a variety of technical specialists for public health work. 

Mr. THomas. These are not M.D.’s or dentists 

Dr. Price. Many of these are physicians, dentists, nurses at an ad- 

anced stage of training; others are nutritionists, public health edu- 
cators, and sanitary engineers. 
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Mr THomas. When was this act passed ? 

Dr. Price. It was passed in July of 1958. 

Mr. Tuomas. You have here the activities of the 11 schools of public 
health. Did you mention 11? 

Dr. Price. There are 11; yes, sir. 


NAMES OF PUBLIC HEALTH SCHOOLS 


Mr. Tuomas. Will you please insert the names of those schools in 
the record at this point? ‘ 

Dr. Price. The University of California, Columbia University, 
Harvard, Johns Hopkins, Michigan, Minnesota, North Carolina, Uni- 
versity of Pittsburgh, University of Puerto Rico, Tulane, and Yale. 

Five of these, Mr. Chairm: un, are State schools including the Uni- 
versity of Puerto Rico. 

The others are schools established —— 

Mr. Tuomas. Now, Dr. Price, enumerate or detail again the subject 
matter and the course content. What is it? 

This is all graduate work. Name them again. You mentioned them 
a while ago. 

Dr. Price. This comprises graduate training for physicians, den- 
tists, nurses, public health educators, sanitary engineers, nutritionists, 
and statisticians in the field of public health as well as epidemiologists 
and laboratory workers. 

Mr. Tuomas. How is this money spent? How much per person? 

How many students are going to take advantage of it? You see, 
you do not give us very much to stick our teeth into here in this justi- 
fication; do you? 

Dr. Price. This fund is to be divided among the 11 schools on 2 
factors: One of them is that one-third of the money will be given to 
the schools on an equal basis. Each will get one-eleventh of one-third 
of the funds 

Mr. Tuomas. Is that administrative cost, now ? 

Dr. Price. May I answer your first question? The remainder 
will be—— 

Mr. THomas. Don’t let me interrupt you, Doctor. You go ahead. 

Dr. Price. The remainder will be allocated on the basis of the num- 
ber of auereny sponsored students which they have in training. Now, 
the funds will go for a variety of purposes. ‘They will be used to 
provide oper rating costs to enable them to expand and enrich their 
curriculum, and provide additional faculty and extend some of their 
training activities to public health personnel who are located in the 
field, but who are not enrolled full time at the unive rsity. 

Mr. Tuomas. In what you have said so far I did not find too much. 
I believe you said in your justification that there were 11 schools in- 
volved, and the sum of $500,000. You also state one-third of the 
money will go equally to each of the 11 schools. You have 10 or 11 
courses that would be taught at each school. 

How many students are going to each school and how long will 
they go? 

Dr. SuHarer. The total panier of students during the past school 
year was approximately 1,200 students. About two-thirds of those 
are sponsored by Feder: 1. ‘State, and local governments. About 600 
of them are sponsored by the Federal Government itself. 
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Mr. Tuomas. Well, was the Department paying any part of the 
overhead cost of these 11 schools before this program came into effect? 
Dr. Price. I would say that it is not. Many of these schools 
have - 
Mr. Tuomas. For what are you requesting the $500,000% One- 
third of it is for administrative costs. For what is the other two- 
thirds? 

Mr. Ketiy. The one-third is not for administrative costs. This was 
the method for distributing, or the formula for distributing it among 
11 schools. 

Mr. Tuomas. I am just about to jump out of my seat in an etfort 
find out what that one-third is. Will someone tell me right quick? 

Dr. Price. The entire amount is for the same purpose which Is to 
enable the schools to extend and enlarge their curriculum. It is for 
the expenses of additional members of faculty for teaching, and 
forth. 

Mr. Tuomas. For all practical purposes the $500,000 goes to the 11 
universities for administrative costs, or for whatever purpose they 
see fit to spend it, and no part goes to the students? How many 
students are going to the 11 Federal schools and how many to private 
schools? 

Dr. SHarer. Approximately 800 of the 1,200 students currently 
in the schools of public health are federally sponsored. 

Mr. Tuomas. What do you mean “federally sponsored” 

Dr. SuHarer. They are in school on the basis of stipe ak paid either 
through a public health training program administered by the Fed- 
eral Government, or they have been put in school by State or local 
governmental agencies. 

Mr. Tuomas. I will repeat my question. Before the advent of this 
item was the Federal Government making any contributions to these 
11 public health schools ? 

Dr. Suarer. It has, through title I of our traineeship act which was 
Public Law 911 passed in 195 6, been supporting students in these 
schools of public health for the past 2 years. We are c murrenitly in the 
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third year of operation of that program. But the support there is to 
the cost of the tuition of these people and the living expelises Oo! the 
students. 


Mr. THomas. This act takes care of the school ? 

Dr. SHarer. This act helps make up the deficit that the schools 
incur. 

Mr. Tuomas. That is right, and this other is to take care of the 
students. 

Dr. SHarer. Yes. 

Mr. Tuomas. Do you not think we better send this over to Mr. 
Fogarty’s committee’ This isa program of first impressions. Would 
it hamstr ing you to send it to that committee ? 

Dr. FLemminc. Could I make a comment on that? I think, in re- 
sponse to your question the act itself makes it very clear what it is. 
It is to enable the Surgeon General to make grants-in-aid to these 
schools under such terms and conditions as he might prescribe. 

In response to your question, the law that was passed by the Con- 
gress said it would be applicable only to the fiscal years beginning 
July 1,1958, and July 1, 1959. 

Mr. THomas. A 2-year program ¢ 





bis 





the 
‘ect ¢ 
100ls 


)ne- 
[Wo- 


was 


long 


‘tL to 
ick? 
S to 
for 


} . 
t SO 


e 1] 
hey 
any 
Vate 


itly 
her 
‘ec|- 
wal 


this 


1iese 
was 
lese 
the 
> TO 
the 
0ls 
the 
Mr. 
uld 
re- 
ese 


on- 
ne 


605 


Dr. FLEMMING. Just a 2-year program. 

Mr. THomas. Is there anything urgent about it that you cannot take 
up next week with the regular subcommittee that handles these 
matters ¢ 

Dr. FL a That would be effective only for the fiscal year be- 
ginning July 1, 1959, and would rule out this present fiscal year. 

Mr. Tuomas. The »y have a very sharp pencil over there. They can 
write almost anything they want. You will not find any stronger 
committee than Mr. Fogarty’s committee. 

Dr. Fiemmrnc. Mr. Chairman, as I understand it, this act was 
passed by the Congress as a frank recognition of the fact that these 11 
schools should get Federal support. 

Mr. Roonry. This program was engendered by reason of the fact 
that most of the graduates of these 11 schools go into Government ; 
is that right? 

Dr. Price. That is correct. 

Mr. Roonry. Not only the Federal Government, but State govern- 
ments and municipal governments ¢ 

Dr. Price. Yes. 

Mr. Roonry. And there is a great dearth of equipped people in this 
field; is that correct ? 

Dr. Price. That is correct. 

Mr. Rooney. That is all. 

Mr. Botanp. And the failure to provide any money in this supple- 
mental would mean the program would be delayed. Since the pas- 
sage of the act these schools have been sort of readying themselves in 
expectation that this money would be forthcoming. I presume these 
schools have been interviewing teaching personnel required. You 
will just have to put this off an additional 6 months or so until the 
regular committee will appropriate whatever it might in the fiscal 
year 1960 budget. This just gives you an opportunity to get the pro- 
gram started 6 to 8 months ahead of time ? 

Dr. Price. Yes. 

Mr. Boxtanp. How long would it take these health schools to get 
started if there were no money in this supplemental / 

Dr. Price. In my judgment it would probably not be until about a 
year from now that they would get the full effect of this, Their best 
opportunity for recruitment occurs in the spring. If they wait until 
the summer months most of the available teaching personnel will have 
already become committed for that year and they will be faced with 
the problem of waiting until approximately this time next year before 
they will have their best opportunity to find people they need. 

Mr. Botanp. These schools say they need the money because there 
is a definite deficiency between what the graduate student pays and 
what it actually costs to train them in these particular fields. 

Dr. Price. The actual cost in this particular field is particularly 
great in comparison with other types of graduate schools. Many uni- 
versity presidents have attested to that. The tuition charges are esti- 
mated to cover only approximately 11 percent of the actual cost of 
the operation of these schools, so there is a substantial subsidy from 
the university in most instances, to cover the high cost of this type of 
training. 
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Mr. Tuomas. Will you please get for the record just how this 
$500,000 is going to be spent by each one of these institutions? Give 
us a yardstick. We have no information whatsoever. 

Mr. Botanp. What is the breakdown of the expenditure of the 
$500,000? What does the University of North Carolina get, for in- 
stance? It is the first one mentioned. 


ALLOCATION OF FUNDS TO SCHOOLS 


Dr. Pricr. We would like to insert this table in the record, which 
shows, for example, that for the University of North Carolina there 
are 79 federally sponsored students, which constitutes 12 percent of 
all the federally sponsored students. On this basis North Carolina 
would get a total of $57,000. 

(T he table referred to follows 5 


Tentative allocations, fiscal year ending June 30, 1959—$500,000 in grants to schools 
of public health for the provision of public health training (Public Law 85-644, 
85th Cong.) 








| Number of| Percent of 24 on Total (rounded to 
federally federally basis of lé equally nearest $100) 
sponsored sponsored federally divided o teen 
| students | students sponsored | 
students 1959 1960 
- aa ae ; 79 12. 56 41, 869 15, 150 57,019 114, 000 
RII, So cicirecciiasbwmn pip ptinid 24.5 3. 89 12, 967 15, 150 28, 117 |} 56, 200 
tnttecaenunienpnnsence 51. 75 8. 23 27, 435 15, 150 42, 585 | 85, 100 
Johns Hopkins semberdad de ; 57 9. 06 30, 202 | 15, 150 45, 352 90, 700 
a ae 105. 2 16. 73 55, 768 15, 150 70, 918 | 142, 000 
Minnesota______-- is | 98. 7 15. 69 52, 303 15, 150 67, 453 | 135, 000 
North Carolina. aie ; 79 12. 56 41, 869 15, 150 57,019 114, 000 
Pittsburgh _____. cai : 39. 5 6. 28 20, 934 15, 150 36, O84 72, 100 
OOO. Jou. idence nuidce 39.4 6. 26 | 20, 868 15, 150 36,018 | 72, 000 
i clic ce tieta eat 34 5. 40 18, 001 | 15, 150 33, 151 66, 300 
Rr eS ogee 21 3.34 11, 134 | 15, 150 | 26, 284 | 52, 600 
I earned orci ausieaiean 629. 05 | 100. 00 | 333 350 | 166, 650 500, 000 1, 000, 000 


} | | 








Mr. Bouanp. So that the amount of money appropriated for these 
institutions is predicated on the number of federally sponsored stu- 
dents that attend ? 

Dr. Price. That is correct. That is one of the factors written into 
the law. 

Mr. Botanp. This is a 2-year program, is it not? 

Dr. Price. Yes. 


PERMANENCY OF PROGRAM 


Mr. Botanp. What would be the possibility of this becoming a 
permanent program? There is nothing as permanent as a temporary 
job. 

Dr. Price. It is very difficult at this time to estimate with any con- 
viction concerning the future of this. 

Mr. Botanp. Will the law operating for 2 years give you an oper 
tion that will take care of our needs? 

Dr. Price. The answer to that is clearly “No.” I think in addition 
it should be made clear that this program is not of such a size that 
it comes anywhere near meeting the financial needs of the schools. It 
was not designed to eliminate their deficits. It was designed to give 
them a degree of assistance, because they had financial needs, toward 
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improving their teaching and extending their services. They have had 
a considerable challenge thrown to them by other programs of the 
Federal Government, particularly the traineeship programs author- 
ized under title I of the Health Amendments Act of 1956. 

At the present time our department and the administration have 
under consideration the question of the extension of that legislation 
which the President has indicated would be dealt with separately. 
The question, I believe, of the extension of this program will be con- 
sidered in connection with that. 

Mr. Botanp. Is there any evidence to the effect that the deficiency 
which these schools incur will necessitate giving these courses up, or 
do away with this program ? 

Dr. Price. There have been one or two universities in which there 
has been serious consideration of curtailing training in public health; 
yes. 

" Mr. Botanp. That is all. Thank you. 

Mr. Bow. Following up what Mr. Rooney touched upon, I would 

like to ask a few questions. 


SHORTAGE OF TRAINED PUBLIC HEALTH PERSONNEL 


You say that there is a shortage of trained public health personnel 
over the United States ? 

Dr. Price. Yes. 

Mr. Bow. Do you know that in 1951 a study showed 3,200 budgeted 
but unfilled positions in State and local health departments? 

Dr. Price. I know that there have ordinarily been many. 

Mr. Bow. And in 1935 a study showed that 1,720 additional public 
health physicians were required to meet minimum standards of 1 pub- 
lic health physician per 50,000 population ¢ 

Mr. Tuomas. We are in the wrong business. 

Mr. Bow. Do you know that to bea fact ? 

Dr. Prics. I am not familiar enough with the figures to verify 
them. 

Mr. Bow. These figures are to be found in the report of the National 
Conference on Public Health Training of July 28 and 30, 1958. 

It says: 

Local health officer positions were 30 percent vacant last year. 

Testimony of State and local health officers at the hearing on January 29-30, 
1958, confirmed the above shortage reports. 

Of the 36,500 full-time professional employees in civilian public health work, 
who should have at least 1 year of training, 67 percent, 20,800, have not had it. 
Only 6.4 percent of those who need this training are getting it each year. It 
would take 16 years at the present rate to take care of the backlog, without 
providing for the replacements or new programs. 

You have set forth in the record the schools of public health and 
there are 11 of them in the Nation. 

The gentleman from New York suggested that the graduates of 
these health schools go into public service. The record, I believe, 
would show that of the 3,000 graduates in 1950-55, 70 percent .went 
to Federal, State, and local service, 22 percent into voluntary health 
agencies, and 8 percent in industrial health and others. The schools 
are not regional. They train personnel for services in all the States, 
Territories, and possessions and also in foreign countries. 
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The 1950-55 graduates are employed 25 percent in the States where 
they attended school, 50 percent in other States, and 25 percent in 
foreign countries. 

The tuition pay is only 11 percent of the basic teaching budgets 
of the schools. 

Teaching in the five public schools is supported mostly by the State 
funds which brings us down to the fact that in effect the States and 
universities which support the schools of public health are sub. 
sidizing public health training for the entire Nation. 

Do you agree with what I have said ? 

Dr. Price. Yes. 

Mr. Bow. I hope it is accurate. 

Mr. Jonas. My distinguished friend from Ohio has covered the 
field very thoroughly. 

COST OF TRAINING 


I am thoroughly familiar with the fine work the University of 
North Carolina has done with its public health school, and T also 
know as a fact that the State of North Carolina is, out of its own 
funds, bearing the cost of mantaining that school and that the tuition 
paid by the students does not even begin to take care of the cost 
of operating it. 

Mr. Tuomas. There are 1,200 students and there is $500,000 here. 

Mr. Jonas. This appears on page 5 of the document that I have. 

Dr. Suarer. The average cost of tuition is $600 to $800 per student. 

Mr. Jonas. I have a table here that I think will show that clearly. 
It is on page 5 and shows the number of Government-sponsored stu- 
dents for the school year 1957-58 at 717. The cost of training those 
students was $3,622,000, or $5,052 per student. The tuition amounted 
to only $495,000, which was $691 per student, leaving a deficit of 
$3,127,000, or $4,361 per student. 

Mr. Tuomas. Am I correct here in that we are giving about $45,000 
to each one of the institutions? There is no information whatsover 
in the justifications, so that we have to seek the statement given by 
our distinguished friend, Mr. Bow. It will figure out about 110 
students per university and we are paying about $600 to each one 
of the students, and we are giving to each one of the universities 

$45,000 to take care of the 110 students each year? Is. that about 
right ? 

Dr. Price, Yes. There is a very great variation among these 11 
schools. 

Mr. Tuomas. You had better give us a little more definite informa- 
tion. This justification is practically nil. 

Dr. Price. The number of students and the number of feder ally 
one students are shown on the table that I have inserted in the 
record. 


Mr. Tuomas. The maT one who has given us any information is our 


good friend Mr. Bow. I do not know ‘where he got it. 

Mr. Jonas. May I make a further comment? I have a copy of that 
statement. It was furnished me by three gentlemen who called at my 
office and left it. One of the gentlemen represented the Association 
of Schools of Public Health, and I assume similar statements were left 
with the other members of the committee. If not, I think they made 
a mistake in not doing it. . 
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Mr. Bow. I think that Dr. Crabtree, of the University of Pitts- 
burgh, and Dr. Stebbins, of Johns Hopkins School of Public Health, 
talked to me. 

Mr. Tuomas. And they are no minor authorities, either. 

Mr. Bow. I would think not. I would take their statements on face 
value. 

Mr. Jonas. And Dr. Leavell of the Harvard School of Public 
Health was on that list. 

Mr. Tuomas. I believe that the agency depends upon those uni- 
yersities to carry the ball. 

Mr. Jonas. There is a statement in the summary that I think will 
answer the question of the chairman: 

The amount authorized, $1 million, is less than one-third of the difference be- 
tween the cost of the schools and the tuition received for training students, 

They do not contend that this approximately $50,000 will go to the 
institution to make up the difference, but only about one-third of it, 
leaving the other two-thirds to be carried by the institution, The 
argument is advanced that State-supported institutions have been en- 
couraged to establish and approve these public health schools and 
are training public health officers for use by the Federal Government 
and State and municipal governments throughout the country on a 
reasonable basis, and, therefore, they feel that they should have some 
help. 

Mr. Tuomas. Has this program been cleared with the Department 
of Health, Education, and Welfare Subcommittee on Appropriations? 

Mr. Ke.tiy. We discussed it with the committee when we were over 
there on our regular budget, but we have not gotten into it in our 
individual items. 

Mr. Tuomas. Will they have any opposition to it? 

Mr. Ketty. I do not believe so. 

Mr. Jonas. As I understand it, the Rhodes Act is actually an amend- 
ment to the Public Health Grants Act. 

Mr. Suarer. That is correct. 

Mr. Jonas. This is in effect an earmarking of $1 million of a $30 
million authorization for this particular program instead of being a 
completely new one; is that correct ? 

Dr. Price. That is correct, yes. 

Mr. Tuomas. The Surgeon General expressed doubt about the de- 
sirability of this program a year ago. That may be found on pages 
24 through 27 of the public health appropriation hearing on the 1959 
budget. 
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1959, 1959, 1959, increase 
| presently | revised (+) or de-: 
available | estimate crease (—) 
Program by activities: 
1. Hospitals and clinies............. --| $7,627,508 | $9,228,308 | +$1, 600, 800 
Sn ON et ies cccnaneoeee al 817,322 | Fe he oe ae 
i es ts tes eo ccs | 2,952,041 | —-2, 952, 041 ’ 
4. Other plant NE a A ce a ee ir a 162, 904 | 162, 904 |..._- “an 
5. Community hospitals serving Indians and non-Indians | | 
pursuant to Public Law 85-151_-_................---- 925, 225 | OE, 908 [os ci 
Total obligations.................2.-2-2------------| 12,485,000 | 14, 085, s00 | +1, 600, 800 
Financing: | 
Unobligated balance brought forward __-_-__- aia —10, 127,303 | —10, 127,303 |__.. : 
Unobligated balance carried forward. ...........-...-.....| 1,766,303 | 2,051, 503 | $285, 200 
Appropriation (newjobligational authority) _..........-- 4, 124, 080 | 6, 010, 000 +1, 886, 000 
| | 
Object classification 
| 1959, 1959, 1959, increase 
presently revised (+) or de- 
| @vailable estimate crease (—) 
PUBLIC HEALTH SERVICE | 
Average number of all employees-.--......--.-....--.-.-..---- 17 ee of 
Number of emplo ees at end of year...........-....-.-.-.-..- 10 | 10 un 
01 Personal services: Positions other than permanent---__-_---| $86, 730 - $36, 780 \ ‘ ee 
eines deh ch oka bb hnbasbbeibuassbadssnngessods 4, 200 4, 200 ir 
03 Transportation of things--- cathe qresutesedbteaisinapbensekicall 20, 71 20, 700 
05 Rents and utility services__....._..........-..-..-......-- 200 200 En 
EEA AI | 100, 000 | 100, 000 = 
CEI 6b ein cn cneweemecnencsslisigosense | 108, 795 | 108, 795 Z 
ttc oe ch tanins niga Oe nabewe amin ariecen GMaaK 75, 000 75, 000 |_____- Ps 
11 Grants, subsidies, and contributioms-...................- 925, 225 | 925, 225 < 
15 Wee Gn GONINGNES 5 3 5 - ood ns on nk n een. wne i.e 1, 900 ti. Je 
Total, Public Health Service__................-- ; 4 322, 800 | 1, 322, 800 | 5 
ALLOCATION TO DEPARTMENT OF THE INTERIOR Ray at ee 
Average number of all employees - - --- 16 | 16 | 
Number of employees at end of year_ 20 20 Re 
01 Personal services: Positions other than permanent $141, 500 $141, 300 3 
02 Travel- 29, 400 | 29, 400 | - 
07 Other contractual services _ 174, 100 | 174, 100 | 
08 Supplies and materials. 9,000 | 9,000 | ian 
10 Lands and structures. 10, 799, 200 | 12,400,000 | +-$1, 600, 800 
il Grants, subsidies, and contributions 9, 000 | 9, 000 
Total, Department of the Interior-_--- --| 11,162,200 12, 763,000 | +1, 600, 800 
Total obligations......__.._- "12,485,000 | 14, 085, 800 | +1, 600, 800 
Mr. Tuomas. The next item is for an additional amount for con- 


struction of Indian health facilities, $1,886,000. 
Dr. SHaw. Since 1955, when the Government’s Indian health pro- 


gram was transferred from the Bure: 
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lic Health Service, the latter has been responsible for providing a full 
range of health and medical services for some 385,000 Indians and 
Alaska natives. To safeguard the health of this portion of our popu- 
Jation and to provide the medical care that is needed, the Public 
Health Service requires extensive facilities in locations accessible to 
its Indian and Alaska native beneficiaries. 

Sells, Ariz., on the Papago Reservation, is one of several locations 
at which a new Indian hospital is urgently needed. Plans for a 
50-bed hospital and 34 quarters units for its staff are being developed 
for this location. The original hospital serving the population of 
approximately 7,700 Papago Indians was destroyed by fire, leaving 
only a temporary arangement to care for the population. 

To serve this reservation of 4,400 square miles, there is one health 
station at Santa Rosa and a small, inadequate health center at Sells, 
There is no hospital near the reservation. Patients usually must 
travel great distances over the rough, secondary roads on the reserva- 
tion to one of the two health facilities; those who require hospitaliza- 
tion then must be transported by ambulance about 60 miles to Tucson 
or about 125 miles to the Indian Medical Center at Phoenix. Such 
transportation is sometimes dangerous for the patient, and is costly 
and time consuming. The new hospital will be close to the Indians who 
will use it, and will serve an area in which disease rates are ex- 
tremely high. 

An Sg was made in the past for construction of a hos- 
pital at Sells. Subsequently, development of an adequate and safe 
water supply in connection with the hospital proved to be an unex- 

tedly difficult engineering problem, and caused deny in the project. 
Originality: it was assumed that a suitable water supply was available 
through the Bureau of Indian Affairs Agency in the vicinity of the 
hospital site. However, a test well drilled at the site failed to produce 
an adequate flow. Additional test wells were drilled and it was estab- 
lished that an adequate and safe water supply is available for the 
hospital to be built at Sells. Joint development of a water supply 
system by the Public Health Service and Bureau of Indian Affairs 
is now underway. 

The sum of $244,419 is available from previous appropriations for 
water exploration and development costs, and for development of all 
plans and specifications for the hospital and the 34 associated quarters 
units. Because of higher anticipated construction costs than origi- 
nally estimated, the balance of the funds appropriated for the con- 
struction of the Sells Hospital was reprogramed to supplement the 
funds available for the construction of the Shiprock, Kotzebue, and 
Gallup Hospitals. 

Because of the great need for this facility, construction should be 
started at the earliest possible date. Schematic drawings of the hos- 
pital are complete, and it is anticipated that final working drawings 
and specifications will be finished by early April of this year. Since 
bids for the construction of the hospital will be invited in May, a 
contract could be awarded the following month. 

To proceed with construction of this new hospital and its staff 
quarters, the Public Health Service is requesting a supplemental 
appropriation of $1,886,000 in 1959. 
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JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. We will insert pages 4, 5, and 6 of the justification 
at this point. 
(The pages referred to follow :) 


Funds of $1,886,000 are requested for construction of a new 50-bed general 


medical and surgical hospital (30,000 square feet) and 34 quarters units at 
Sells, Ariz. 


Cost estimate and financing 





Planning and water development costs__.__.__---_...__-___-_-________ $244, 419 
Hospital and equipment, quarters and furnishings (34 units)-____ 1, 886, 000 
SIE UC AURORE) ONO CUI as tscsisslnerciiipioirestaieentearnespleeiobcow ety, Oa 
Appropriated ($250,000 in 1956; $860,000 in 1957)__--______________ 1, 110, 000 
Reprogramed to the Gallup, Kotzebue, and Shiprock Hospitals______ —865, 581 
Funds available for Sells Hospital through 1959_.._.._..._-._... 244, 419 
Neen nnn ne ae carnal Waeeeniee 1, 886, 000 
ee eee “Meters @ONE ol ee it 2, 130, 419 


Funds totaling $1,110,000 were appropriated ($250.000 in 1956; $860,000 in 
1957) for the construction of the Sells Hospital and 34 quarters. Delay en- 
countered in finding an adequate water supply, unforeseen at the time the 
request for funds was made, has extended the planning for this hospital. 
Because of higher anticipated construction costs than originally estimated, 
$865,581 appropriated for the construction of the Sells Hospital was repro- 
gramed to supplement the funds available for the construction of the Shiprock, 
Kotzebue, and Gallup Hospitals. 

The sum of $244,419 has been reserved for water exploration and development 
costs and to complete plans and specifications for the Sells Hospital and 34 
quarters units. Originally it was assumed that an adequate water supply was 
available through the Bureau of Indian Affairs Agency located in the vicinity 
of the selected Sells Hospital site. A test well drilled at the hospital site pro- 
duced an inadequate flow. Subsequently, another test well drilled at a new site 
indicated that adequate water is available within a reasonable distance of the 
new Sells Hospital site. Joint development of a water supply system from this 
new source is planned with the Bureau of Indian Affairs. 

The original Sells Hospital building, serving the population of approximately 
7,700 Papago Indians, was destroyed by fire in 1947, leaving only a temporary 
arrangement to care for the population. The Papago Reservation covers a vast 
isolated area without adequate facilities to meet needs of the Indians on this 
reservation. At the present time, a health station at Santa Rosa and a small 
inadequate health center at Sells are the principal facilities available. Many 
patients referred for hospitalization are transported by ambulance 61 miles to 
Tucson, Ariz., or to the Phoenix Medical Center, an expensive and time-consum- 
ing operation which could result in loss of life. 

On the basis of completion of the schematic drawings and a renort from the 
Branch of Plant Design and Construction, Bureau of Indian Affairs (after con- 
sultation with the private architect-engineer), it is anticipated that the final 
working drawings and specifications will be submitted by the architect-engineer 
by April 9, 1959. Issuance of bids is anticipated shortly thereafter so that a 
contract may be awarded early in June, not later than the 15th. Therefore, 
funds of $1.886.000, in addition to the funds of $244,419 previously availble, are 
requested in 1959 in order to construct a 50-bed hospital with facilities for 
general medical and surgical care and 34 quarters units required to provide 
housing for the hospital staff. 


Mr. THomas. You show hospitals and clinics, $1,600,000. Then 
you show an unobligated balance brought forward. I do not know 
what you mean by that. The total estimated project cost is $2,130,419. 
What was the amount appropriated before ? 

Dr. SHaw. $1,110,000. 
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Mr. Tuomas. $250,000 was appropriated in 1956, $860,000 in 1957, 
making a total of $1,110,000, and you want how much now—$1,886,- 
000? ‘That would make the total project cost how much money # 


Dr. SHaw. $2,130,419. 
BREAKDOWN OF COSTS 


Mr. Tuomas. That is 50 beds. What do you have for quarters 
cost ¢ 

Dr. SHaw. Quarters cost, $599,731 excluding approaches and utili- 
ties; and $78,600 for the furniture. 

Mr. Tuomas. A bed normally costs from $20,000 to $21,000 in a 

ood, first-class hospital. You know that is pretty expensive. I 
multiplied that 50 by 20 and came up with $1 million, and you want 
$2,130,000. How much does that figure a bed? That is a little ex- 
pensive, is it not? 

Dr. Suaw. There are additional costs involved here. There are 
water development costs and 
Mr. THomas. Water development costs of $244,419 and quarter 

costs are how much? 

Dr. SuHaw. $722,805. 

Mr. Tuomas. For 34 quarters? 

Dr. Suaw. Thirty-four sets of quarters. 

Mr. Tuomas. How much is that a quarter? 

Mr. Reap. $21,500 a unit. 

Mr. Tuomas. How big are the units? You are in a town of about 
7,500. You have the Papago Indian Reservation. 

Dr. Suaw. This is desert in southern Arizona just above the Mexi- 
can border. The 7,500 population is scattered over the Indian reser- 
vation of over 2 million acres. 

Mr. Tuomas. Thirty-four quarter units at $21,000. Who will oe- 
cupy that? 

Dr. Suaw. The employees of the hospital, the doctors, the nurses, 
the laboratory technicians, and so forth. 

Mr. Tuomas. And you have your water costs? What are your 
quarters costing you now? Give the lump sum. 

Dr. SHaw. $799 000. 

Mr. Tuomas. You have about $966,000 here over and above your 
hospital, and your hospital cost you so much. This is almost $22,500 
per room. 

Dr. SHaw. This is not the usual type of hospital. 

Mr. THomas. What is unusual about it? You have a high and dry 
climate out there and less rainfall to deteriorate. 

Dr. SHaw. In a community when they get a hospital they are con- 
cerned primarily with the care of the patients that are admitted for 
treatment. In this particular situation, as in all of our smaller 
hospitals, we have the problem of providing all the health services 
that the community requires, including outpatient services and the 
public health preventive services of all types. 

Mr. Tuomas. You had better tell us something about this. How 
much is your equipment in here? You are spending $244,000 for 
water. How much are you going to spend for the building? You 
may not be spending any thing for the building. 
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Dr. SuHaw. Perhaps I can help you by running down the itemized 
list of costs. Water development cost, $166,577. 

Mr. THomas. Where are you getting this? 

Dr. Suaw. It is not in the book except as part of other costs. 

Mr. Tuomas. It might be helpful if you gave the committee a little 
of that information. 

Dr. Suaw. This is a breakdown. The sum total is in the budget, 

Mr. Tuomas. The sum total is? 

Dr. Suaw. The hospital building cost and the garage, $987,172. 

Mr. Tuomas. What is the garage for? 

Dr. SHaw. For the ambulance and Government automobiles. 

Mr. Tuomas. $982,000 for the building? 

Dr. SHaw. The garage would be of small square footage, 1,100 
square feet. Utilities, $109,658. 

Mr. Tuomas. In addition to the amount for water? 

Dr. SHaw. Yes. This is a breakdown of the total cost in which the 
$244,000 would be included. 

Approach work for the roads, walks, gradings, fencing, and so on, 
$88,681. Groups 2 and 3 hospital equipment, $100,000. 

Furnishings for the 34 sets of quarters, $78,600. 

Mr. Tuomas. Furnishings cost how much ? 

Dr. Suaw. $78,600. 

Mr. Tuomas. $2,500 a quarter? 

Dr. Suaw. Yes. 


ARCHITECT’S FEES 


a Bo.ianp. What are the architect-engineering fees on the hos- 
pital ? 

Mr. Reap. $66,000 on the hospital and quarters. 

Mr. Botanp. The hospital building and the garage, $987,172. What 
is the cost of the quarters ? 

Mr. Reap. The total cost of the quarters and furnishings—— 

Mr. Botanp. I do not want the furnishings because that would not 
be included in the architect’s fees. I want to know what the cost of 
the hospital building is, the garage, and the quarters. 

Mr. Reap. For the quarters themselves the contract cost. would be 
somewhere around $600,000, plus the cost of supervision and contract 
administration. 

Mr. Botanp. And the total architect’s fee on the construction of 
ee the garage and the quarters comes to $66,000; is that 
right ! 

Mr. Reap. $64,000 plus an estimate of $2,000 for travel. 

Mr. Boxanp. Is that a lot of money ? 

Mr. Reap. I would say not. This runs somewhat less than 414 
percent. I think it is very reasonable. 

Mr. Botanp. What is the usual fee, 6 to 8 percent ? 

Mr. Reap. The private fee would be anywhere from 6 to 8 percent 
for a hospital. 

Mr. Botanp. The reason I asked is because the Interior Department 
has a school building being built somewhere out in this area and Mr. 
Kirwan, who is not here this afternoon, but who is chairman of that 
subcommittee, indicated that the architect’s fees were tremendous for 
the buildings being built for these schoolhouses, and I just wanted to 
check to find out what the fees were in relation to the kind of opera- 
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tion we have here. Four and a half percent seems to be below the 
average ¢ 

Mr. JensEN. Dr. Shaw, I presume this is about the 10th or 12th 
time that we have sat across the table from each other. 

Dr. SHaw. The sixth. I have been in the program for a total of 
6 years. 

‘Mr. JEnsEN. I thought it was longer than that. 

Dr. Shaw was at the head of the Health Department during the 
time that the health of the Indians was under the jurisdiction of the 
Department of the Interior and the Indian Service. 

I must say in all fairness that Dr. Shaw was considered by our 
committee as a conservative—at least when he was under the Depart- 
ment of the Interior. 

Dr. Saw. Thank you, sir. 

Mr. JENSEN. I hope that you have not changed your attitude on that. 

Dr. Suaw. I have not. 

Mr. JENSEN. I was interested in what Congressman Boland just 
talked about, the architectural fees. 

Many of us on this side of the table cannot quite understand why 
it is necessary to have plans, specifications and all these minute de- 
tails drawn for every Federal building irrespective of the fact that 
buildings for the same purpose have been built all over the country, 
fine buildings, and those plans and specifications and details are on 
the shelves of many agencies of government. We cannot quite under- 
stand why you cannot pull those plans and specifications off the 
shelves and use them in the building of such hospitals as your are 
proposing to build now for the Department of Health for the Indians. 

Can you tell me, Dr. Shaw, why it is necessary to start from scratch 
and hire an architect to design these buildings when we have in most 
every department of government the designers and architects and 
engineers ? Surely some of them are qualified to possibly change 
plans just a little bit to suit the times. 1 wish that you would tell us 
why it is necessary to spend all this money for architectural fees. 

Dr. Suaw. I will have to defer to Mr. Read, my expert in this area, 
but I would like to say, Congressman Jensen, as you well remember, 
I am sure, in a location such as the Papago Indian Reservation we 
are the total health resource available. There is nothing else down 
there so that our operation differs from the usual hospital operation 
because we are the private practitioners, the family doctors, the health 
department, the laboratory, the X-ray service and the hospital all 
within one facility. 

In the usual community you would have your private practitioners. 
Mr. Jensen. We are not talking about the usual community now. 
We are talking about hospitals that have already been constructed in 
Indian territory, and there are some very wonderful hospitals. One 

of them is in Albuquerque, N. Mex. I have been there. 

Dr. SuHaw. Yes. 

Mr. JensEN. And does not that hospital do about all the things and 
render all the services that you propose to do in this particular hos- 
pital for which you are asking funds now # 

Dr. Suaw. No, sir. That. is a TB sanatorium and we would be 
severely limited in trying to deliver general medical and surgical 
care within it, to say nothing of the outpatient and preventive health 
services. 








616 


Mr. Jensen. Yes, but you have other general hospitals, in the 
Indian Service ? 

Dr. SHaw. Yes. 

Mr. JENsEN. What is wrong with them ? 

Dr. SHaw. They were not designed for the particular health prob- 
lems that are present on the Papago Reservation for one thing. 

Mr. JENSEN. Well, I do not think that that is a very good argument, 
Dr. Shaw. If you do need additional facilities, you certainly do not 
have to start at scratch by hiring an outside architect to draw the 
plans and specifications for a completely new building. Certainly 
those plans could be revised to the extent necessary by adding the 
additional facilities which you say you need. 

Why, this Government of ours spends millions of dollars every year 
just for plans and specifications. It is unconscionable, and even 
though we have in Government many architects, or at least they have 
been schooled in architecture and designing and specifying what is 
needed in this particular field, yet we go out and employ outside archi- 
tects to do a job which is certainly not a difficult job. Private in in- 
dustry does not do it. 

Dr. Suaw. In order to do this job we would have to put additional 
personnel on the payrolls in order to draw up the specifications and 
plans for a project of this type. We have used the Bureau of Indian 
Affairs’ Branch of Plant, Design, and Construction in Albuquerque 
for this particular job. 

I would like to ask Mr. Read to say a word on the use of plans for 
projects of this type which have been drawn for some other type of 
operation, even though it may be of the same size. 

Mr. Reap. I might point out in connection with the plans for the 
Sells hospital that “they are practically completed at this time. I know 
that that does not answer your question. But we do not have a large 
staff of our own. As Dr. Shaw has said, we are dependent upon the 
Branch of Plant, Design, and Construction of the Bureau of Indian 
Affairs to handle our architectural- -engineering work for us, to pro- 
duce the plans and specifications, to ‘negotiate and administer AE 
contracts to receive bids and award the construction contracts, and to 
administer the construction contracts. It is the policy of the Bureau 
of Indian Affairs to let architectural-engineering contracts for design 
of new projects—and on most of their new construction they do let 
contracts for the architectural design. 

Mr. Jensen. All right. So much for that. I do not want to be- 
labor the issue because we have a lot of people to listen to. But I will 
venture that in those plans and specifications they call for special 
doors, special windows, special casings, and special woodwork of 
every nature that will cost possibly three times more than standard 
millwork, and the standard is better than the special. 

Now, I hope that you people will see to it that you do not have a lot 
of special millwork in the building. It costs more to paint, more to 
install, and the maintenance of it is much greater than the standard 
stock. You are no different from the rest of the departments of the 
Government. These architects that design for the Government think 
that they have to build a monument to themselves, something differ- 
ent than was ever built before and it costs so much more than a stand- 
ard design. I do not care whether it is outside design or inside design. 
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They insist on specifying specials—something that has never been 
built before. 

Mr. Reap. Sir, this is not a monumental building in any sense. It 
is a very simple building. Much of our cost is in utilities and water 
development. The site of this hospital is 60 miles from Tucson, Ariz. 
It is out on the desert and is a brandnew site where there is nothing 
available for us to use. 

Mr. Jensen. Nothing for you to use? What do you mean? I 
know that you do not make your own millwork, but you can haul stock 
millwork out there, just as easily as you can haul special work. 

Mr. Reap. That is correct. Millwork in this job will be standard 
for hospitals. ; 

Mr. Jensen. I am going to find out. I am going to know. It is 
our duty to know because if there ever was a waste of the taxpayers’ 
dollars, it is in special millwork for all of these Federal buildings. 

I can tell you about a building that was designed and the first cost 
was $1.6 million and then I asked the General Services Administra- 
tion to let me see the plans and specifications and they did. Every- 
thing in it was special and I said, “Cut it out.” 

They built that building—and they are building it now—the same 
floor space, with stock equipment, stock doors, stock windows, stock 
molding, and stock of every kind and it is costing $300,000 less. 

Mr. Chairman, you wonder why I scream about these special designs, 

That is all. 

You bet that I will take a good look at those plans. 

Mr. Bow. May I ask a question, Mr. Chairman ? 

Mr. Tuomas. Yes, indeed. 


LIFE EXPECTANCY AND TUBERCULOSIS RATE 


Mr. Bow. Dr. Shaw, can you tell us what the present life expec- 
tancy of a child is, born on a Papago Reservation ? 

Dr. Suaw. I have it here. 

Mr. Bow. Read it for the record. 

Dr. Suaw. The average age at time of death is 39 for the U.S. In- 
dian population to 61 in the general population. 

Mr. Bow. Is that taking the entire Indian population into consid- 
eration? Are you referring to the entire Indian population ? 

Dr. Suaw. This is the entire Indian population. 

Mr. Bow. Is it not less with the Papagos? 

Dr. Suaw. Yes, sir. 

Mr. Bow. What is the Papago life expectancy ? 

Dr. SuHaw. I do not have that with me, sir. 

Mr. Bow. Can you tell me in the Papago Reservation what the pres- 
ent rate of tuberculosis is ? : 

Dr. SuHaw. Not specifically for the Papago. The rate of tubercu- 
losis for the Indian population in the United States was 571.5 per 
100,000 in 1954, the last year before the transfer to the U.S. Public 
Health Service. This has declined to 426.9 in 1957. 

Mr. Bow. What is it for the others in the population ? 

Dr. Saw. 51.4. 

Mr. Bow. Would you obtain, for the record, answers to the two ques- 
tions I asked on the life expectancy of the Indian child and the tuber- 
culosis rate on the Papagos Reservation ? 
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Dr. Suaw. Yes, sir. 
(The information follows :) 


1. Lire Expectancy or INDIAN CHILD ON PAPAGO RESERVATION 


Because of the small numbers involved, and a consequent wide variation 
yearly in the number of reported deaths in various age groups, a meaningful life 
expectancy figure cannot be obtained for the Papago child. Over the 3-year 
period 1955-57, the average age at death of those Papagos whose deaths were 
reported was 33. This compares with an average age at death of 39 for the tota] 
Indian population and with an average of 61 for the total general population ip 
the United States in 1956. 

Although there are indications of improvement in the reporting of deaths 
outside hospital facilities, there is still evidence that some deaths unattended 
by a physician and occurring at home—particularly among infants—are not re 
ported. Complete reporting of all deaths might well result in an even lower 
average age at death for the Papagos. 

The following table shows the number of reported deaths, by age group, among 
the Papagos during the 3-year period 1955-57. The 15 reported deaths among 
infants in 1957 were primarily the result of the Asian flu epidemic and an out- 
break of infant diarrhea. 








Age group 1955 | 1956 1957 

PRN ce concn diles MebWeugel dad ote adseouesc wtb lint elbows 42 33 44 
Gre gen? a SAP! 3)! 12 | 5 15 
1 to 4_. ates SEL be Ebi diidiitnen ces webhlsbvuide bees 3 | 2 
SA rere | 2 | 1 1 
SE icesiashsics deidenen, Gdeinseintae Menace 7 s 
45 and over sch alana NL Biri eR eae 17 16 18 
Unknown age.....__- ee gra eee aces ete eit 1 1 = 


2. AVERAGE TUBERCULOSIS RATE ON PAPAGO RESERVATION 


Reported new cases of tuberculosis on the Papago Reservation from 1952 
through 1958 are as follows: 


Number of Number of 

Year: new cases | Year—Continued new cases 

a 11 ae ea cn tai inenie ae 

eto ke ne A te eee ee Le 18 | sien) RSE ded 2 ON SiN cae a Th ore 21 

eA i te 36 | ts Si ate 20 
Bis Coal ica io. 43 | 


For the 3-year period 1956-58, the incidence rate for reported new cases of 
tuberculosis on the Papago was 283 per 100,000 population, compared with a 
rate of 427 for the total Indian population in 1957 and a rate of 51 for the 
general population in the United States in 1957. 

It is believed that, despite a more active tuberculosis casefinding program on 
the Papago, starting in 1954, the incidence rate obtained from “reported” cases 
is considerably below that which would be obtained if all cases were known. 
Incomplete information results primarily from lack of adequate facilities for 
casefinding, diagnosis, and treatment; and the transient nature of the popula- 
tion which moves on and off the reservation in pursuit of agricultural activities. 
However, the Papago community, as a whole, has come to recognize the value 
of modern medicine and is responding and cooperating more and more actively 
with the Indian health program. Improvements in recorded information on 
tuberculosis are therefore anticipated. 


Mr. Bow. I might say something off the record. 


(Discussion off the record.) 
Mr. Toomas. Thank you very much, gentlemen. 





vic 
ROE 
JAC 


Prog! 


~~ ms on vm OF DS 


~ On 


Fins 


Tots 


“iation 
‘ul life 
3-year 
+ Were 
total 
‘ion in 


leaths 
‘ended 
lot re- 

lower 


imong 
imong 
n out- 





1952 


nber of 
cases 
7 


27 
21 
20 


ses of 
‘ith a 
r the 


im on 
eases 
nown, 
s for 
»pula- 
vities. 
value 
tively 
m on 


619 


Monpay, 


Marcu 2, 1959. 


SOCIAL SECURITY ADMINISTRATION 


Bureau or O_p AGE AND Survivors’ In 


WITNESSES 


VICTOR CHRISTGAU, DIRECTOR 
ROBERT BALL, DEPUTY DIRECTOR 


JACK FUTTERMAN, EXECUTIVE ASSISTANT 
MILDRED TYSSOWSKI, BUDGET EXAMINER 


NSURANCE 


LIMITATION ON SALARIES AND Expenses (Trust Funp) 


Program and finan 





Program by activities: 


ee Re ons enanndoedansnendaceesuen 
Maintenance of OASI beneficiary rolls_._- 
Processing disability claims and maintaining bene fi- 


- worr 


I loci coco oaeaks aylameaeceninckianipomingtietiandedl | 


5 ns SE I. oc ocdasenbobeneuseconeunenmena 
DL PTE cccaccccensnonucspesuescoeuntuewdel 
Administration. -...... 

1959 program obligated in 1958 

Sup plemental required for pay increases... .- 


DEAS 


GE SEN 2st co bhbciniinekidhnatnndeoanreaceuwes 
Financing: 
1959 appropriation available in 1958..............-..-.--..- 


Total of trust fund limitation..................-....-..- | 


Total of trust fund limitation consists of: 
Appropriation - 
Proposed supplemental : appropriation._.-- sntesipaeen eke oaike 


Appropriation (adjusted) .........-....-.--.-----. aes 


Maintenance of earnings accounts-.-..-.....------------ | 


cing 


11959 presently 
available 





$23, 796, 857 





1959 revised 
estimate 


1959 increase 


| 


$23, 796, 857 





56, 423,867 | 64, 644, 092 $8, 220, 225 
; 25, 580,235 | 27, 585, 376 | 2, 005, 141 
| 23, 561,234 | 34, 850, 208 11, 289, 064 
3, 622, 998 | 4, 084, 261 461, 263 
| 118, 600 | I a i at 
17, 322, 209 18, 452, 516 1, 130, 307 
—607, 311 a ee 
—11, 295, 000 11, 295, 000 
138, 523, 689 | 172, 924, 689 | $4, 401, 000 
| 607, 311 a, 
| 139, 131, 000 173, 532,000 | 34, 401, 000 
—— SS 
| 139,131,000 | 139, 131,000 |.......-..-... 
Abe tied naee | 34,401,000 | 34, 401, 000 
139,131,000 | 173,532,000 | 34,401, 000 














620 


Object classification 




















} 
1959 presently} 1959 revised | 1950 increase 
available | estimate 

Total number of permanent positions. Ene oeeee ee ‘ | 22, 557 | 25. 14 | 2. 547 
Full-time equivalent of all other positions-.._-- Dice: 56 308 | 953 
Average number of all positions... -...........--.-.-.- . 1 22, 195 | 224,115 | 31 m0 
Number of employees at end of year. ........-......-- red 22, 173 25. 334 | 3. 161 
01 Personal services: rv 
I as nines cakidtmtiniee inde meewsten ----| $110, 571, 575 $118, 378, 711 $7, 807, 138 
Positions other than permanent... annie ks Ge anaakl 272, 827 | , 218, 148 | 945, 321 
Other payments for personal services.............-._-- 2,687,952 | 9,334,971 | 6, 647, 019 
, 019 
Total personal services..... 2... s..s.-.-.-.---es ..| 113, 532, 354 | 128, 931. 830 | 15, 399, 476 
Travel._ eeeeeate | 2,715,578 | 3.190. 303 | 474, 725 
03 Transportation of things.................__- anaes nie | 533. 812 816, 747 | 282. 935 
04 Communication services................._.__- ‘ | 2, 261, 665 | 2. 441, 320 179, 655 
05 Rents and utility services_.........___- * : 10, 625,538 | 11. 344, 263 | 718, 725 
06 Printing and reproduction.....-__-- mel 1, 446, 587 | 1. 712. 842 | 266, 255 
07 Other contractual services__._-_-. atid 979, 265 1, 078, 571 99, 306 
Advances to States_.....--- ele PLATE SSR OD 12, 332. 014 3. 944. 974 
NS ER SLES ATE | 1, 248, 372 1, 427, 096 178, 724 
re er Be 5 Ei Se cekcapee 874, 540 | 1, 924. 934 1, 050, 394 
11 Grants, subsidies and contributions.._...._____- cintalah hte 7, 199, 468 7, 676, 926 477, 458 

13 Refunds, awards and indemnities_..._........_._______. 2,771 ys Se 
ae nwinisminindnaunaccnnmis 11, 699 45, O72 33 373 
Supplemental required for pay increase_................_._-- —11, 295, 000 |... : 11, 295, 000 
SEPP UININOINNE eres = 64 le BE a ceuweceemaeu 138, 523, 689 72, 924, 689 34, 401, 000 
1957 actual 1958 actual 1959 revised 


estimate 





Average salaries and grades: 
General schedule grades: 


Average salary......-.. Ks ihcanieiin ie ai bleatrwieidae = $4, 308 $4, 432 $4, 984 
DVOTAQNBING, 4.do <4 chddsinganuns<co- Aa esi 3 5.6 5.8 





1 Excludes overtime equivalent of 262 man-years. 
3 Excludes overtime equivalent of 1,257 man-years. 
3 Excludes overtime equivalent of 995 man-years, 


Mr, Tuomas. Turning now to the Social Security Administration, 
the first item is a request for an increase of the limitation on salaries 
and expenses for the Bureau of Old Age and Survivors Insurance. 

“he proposed 1: age is as follows: 
The proposed language is as follow 
LIMITATION ON SALARIES AND EXPENSES (TRUST FUND) 

The amount authorized by the Department of Health, Education, and Wel- 
fare Appropriation Act, 1959, and the Supplemental Appropriation Act, 1959, 
to be available for necessary expenses of the Bureau of Old-Age and Survivors 


Insurance, to be derived from the Federal old-age and survivors insurance trust 
fund, is increased from “$139,131,000” to “$173,532,000”. 


GENERAL STATEMENT 


Mr. Tuomas. Do you have a statement for the record? Perhaps 
you would like to briefly summarize it, Mr. Director. 

Mr. Curisteav. I have a short statement, Mr. Chairman. 

Mr. Tuomas. Put it in the record and tell us what you have on your 
mind. 

Mr. Curisteav. Thank you very much, Mr. Chairman. 

(The statement follows:) 

Mr. Chairman and members of the committee, I am pleased to have this op- 
portunity to appear before you to present our request for additional funds for 
fiscal year 1959. 
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The Bureau is requesting $34,401,000 in supplemental funds—$11,295,000 of 
which is for the pay raise, and $23,106,000 for the 1958 amendments. The Social 
Security Amendments of 1958 raised benefits for all persons on the rolls and 
made eligible for benefits many persons who previously were not eligible for 
penefits. This request is for only those funds necessary to process the extra 
claims that will be received and to make changes in the benefit rolls to convert 
monthly benefit amounts to the new scale of benefits, plus the cost of the pay 
increase given Federal employees. 


THE OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE PROGRAM 


The old-age and survivors insurance program was established by title II of 
the Social Security Act of 1935. Through a series of amendments to the act, the 
program now provides protection to workers comprising about 90 percent of 
the members of the total labor force and their families against the loss of 
earnings because of old-age disability and death. The program is financed 
by the contributions of employees, employers, and the self-employed which are 
deposited in the Federal old-age and survivors insurance trust fund and the 
Federal disability insurance trust fund established by the Congress. Both 
benefit payments and the costs of administering the program come out of the 
trust funds. 

Unlike the moneys needed for benefit payments, however, the money available 
for administering the program is subject to an annual limitation established 
by the Congress. Neither the benefit payments nor the administrative costs 
are charged against the General Fund of the Treasury. The workload the 
Bureau must handle is derived from the nature of the program as provided 
by the statute. The volume of work received in any year is not subject to 
control. It is dictated by the level of employment, labor mobility, and birth, 
marriage, retirement, disability, and death rates. 


RECENT LEGISLATIVE CHANGES IN THE PROGRAM 


In recent years several legislative changes have been made that have served 
to round out coverage under the program and to further improve it. Important 
among these changes were the addition of provisions for benefits to disabled 
individuals. The changes, other than the benefit increases, made last year were 
primarily in the disability area. 

Starting in 1954, provision was made to protect the rights of disabled persons 
by freezing their earnings records. The object in doing so was to prevent a 
period of disability from causing total ineligibility for benefits or reduction in 
the benefit amounts to which such individuals would otherwise be entitled. 
In 1956 a program providing for payment of disability benefits to disabled 
persons between 50 and 65 years of age was enacted. The changes in 1958 
were made primarily to provide more equitable requirements for entitlement 
under the already established disability provisions in the law and to a lesser 
extent under the old-age and survivors provisions. In addition the amendments 
provided for the payment of benefits to dependents of disability beneficiaries. 


THE 1958 AMENDMENTS TO THE SOCIAL SECURITY ACT 


The features of the 1958 amendments which cause additional workloads to 
be received in fiscal year 1959 are: 
Disability program 

(a) Payment of monthly benefits to dependents of disabled workers: 170,000 
claims. 

Under previous law, dependents of disabled beneficiaries, unlike dependents of 
retired beneficiaries, were not eligible for dependents’ benefits. The 1958 
amendments made the dependents of disabled individuals eligible for benefits for 
the first time. About 24,000 claims are expected from disabled children over 
age 18 who were dependent upon the beneficiaries. 

(b) Modification of eligibility requirements for the disability “‘freeze’ 
monthly disability benefits: 215,000 claims. 

The 1958 amendments modified the work requirements for both monthly dis- 
ability benefits and the disability freeze so as to make it easier for people whose 
disabilities have a gradual onset to qualify. Under the amended law, a worker 
is no longer required to have had 6 quarters of coverage out of the 13 ealendar 


’ 


and 
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quarters before he became disabled. The requirement for a fully insured status 
(20 quarters of coverage out of the 40 calendar quarters before he became dis- 
abled) was retained in the amended law. This change made substantial num- 
bers of disabled persons who could not meet the work requirements of the old 
law immediately eligible for benefits. The claims filed under this provision (ag 
well as those for disabled children mentioned in (@) above and in the following 
paragraph) require a determination as to the existence of a disability as defined 
in the law and are about three times as costly as other types of claims. 

Old-age and survivors insurance program 

Changes in eligibility requirements for dependents’ and survivors’ benefits: 
181,000 claims. 

Over half of these claims are from dependent parents who may now qualify 
for benefits, even though a widow or child survives the deceased worker. Under 
the old law, the existence of a widow or child survivor was an automatie bar 
to payment of parents’ benefits. The other major group made eligible for 
benefits through changes in eligibility requirements, are dependent disabled 
children over age 18. It is expected that 59,000 claims from these disabled 
children of retired or deceased workers will be filed in fiscal year 1959, by 
reason of the change in the law which provides that the same presumption of 
dependency shall apply in their cases as applies in the case of children who 
are under age 18. 


Increase in benefit rates 

The amounts of monthly benefits were increased about 7 percent for all 
beneficiaries beginning January 1959. We completed in January the very big 
job of changing the benefit amounts in the checks for 12.8 million persons on 
the benefit rolls to reflect the increase. Checks in the new larger amounts were 
received by all beneficiaries in the first week of February. 
Plans for handling the added work 

Except for the benefit increase, the proviisons of the 1958 amendments became 
effective the month of September 1958. Because the effective dates were early, 
there was a need to move promptly in tooling up to process the claims of these 
people, most of whom have no other adequate source of income. Immediately 
after enactment of the amendments, we were authorized to spend on a deficiency 
basis so that we could add and train staff. Although the workloads stemming 
from the amendments supported an additional staff of over 4,000 employees for 
a 9-month period, this request reflects the Bureau's plans to hire about 3,000 
additional employees. The remaining manpower needs will be made up by the 
use of overtime. This approach was taken partly because of inability to staff 
up fast enough to meet the workloads at hand, and partly by the need to tie 
into staffing requirements for 1960. 

I will now be glad to answer any questions you may have on our request 


REASON FOR PROPOSED INCREASED LIMITATION 


Mr. Curisteav. I might start out by pointing out that our request 
for additional money is ‘prompted primarily by amendments Congress 
enacted in 1958. 

Mr. Tuomas. I have it in the back of my mind. Did that amend- 
ment entail a 20 percent increase in your workload ? 

Mr. Cuersteav. That is right, in claims. 

That amounts to $23,106,000 and $11,295,000 to defray the cost of 
Public Law 85-462, the pay increase. In addition to those two items 
we want to refer later to an item for an addition to the building that 
is being contemplated for the Bureau in Baltimore. I imagine that 
you prefer to cover these two items first. 

Mr. THoomas. Cover it all. 

Do you have to have that space over there? How many more people 
are you going to put in that building? 

Mr. Currstaav. We originally estimated, at the end of 1953, there 
would be 6,500 people. Now we estimate that by 1960 we will have 
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about 8,200 people located there and that increase in personnel comes 
primarily from the amendments that were enacted in 1954, 1956, and 
1958 as a result of the— 

Mr. TxHomas. I made a little note in that connection and I remember 
the note I made last night read something like this: Everything that 
the Federal Government builds is too small before it is completed. 

I hope that this addition is big enough to last 15 years. 

How many additional people, 817 ¢ 

Mr. Curistcav. 8,200 as compared with 6,500 originally estimated 
when the building was first planned in 1953. 

Mr. Tuomas. How many people? 

Mr. Curisteav. 1,700. 

Mr. Tuomas. Additional people? 

Mr. Curisreavu. Yes, sir. 

Mr. Tuomas. I also have a little figure showing that it is $8 a square 
foot; is that true? For 165,000 square feet, you are looking for how 
much money to build it with ? 

Mr. Curisteau. $4,670,000. 

Mr. Ketxy. We have a part of that within the limitation of the 
original building, Mr. Chairman, and we are only asking for the 
difference of $1,210,000. 

Mr. Tuomas. How much are you spending per square foot for this 
165,000? My figure is $8, is that right ? 

Mr. Curisteav. $28, Mr. Chairman, per usable square foot (net). 

(Nore.—$19.50 per gross foot.) 


Mr. Tuomas. A square foot? 

Mr. Curistaav. Yes, sir. 

Mr. Tuomas. I must have lost the two in the figure. I had $8. 

You are not spending $28 a square foot on this building, are you? 

Perhaps we will go into that later. Let us take up the other items 
first. 

Does that complete your statement ? 

Mr. Curisteav. That gives us a quick overall summary. 

Mr. Tuomas. That is a good statement. As a matter of fact, that 
is the best one we have had today. That is the shortest. 

Mr. Curisteavu. Thank you. I am noted for brevity. 

Mr. Tuomas. You hit the nail right on the head. 

This is the amount authorized by the Department of HEW supple- 
mental act to be available for necessary expenses for the Bureau of 
Old Age and Survivors’ Insurance to be derived from the Federal 
old age and survivors’ insurance fund and it increased from $139,131,- 
000 to $173,532,000, which is an increase of $34,401,000; correct ? 

Mr. Curisteav. Correct. 

Mr. Tuomas. This is not an appropriation but an increase in the 
limitation on the fund; correct ? 

Mr. Curisteav. That is right. 

Mr. Tuomas. You say that this arises by virtue of an increase of em- 
—_ and duties imposed on you by legislation passed mainly 

ast year ? 

Mr. Curistcav. That is correct. You may recall the legislation 
was passed during the closing hours of the last session. 
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INCREASE IN PERSONNEL 


Mr. Tuomas. You have 22,557 employees now and you want an in- 
crease of 2,547, which gives you a total of 25,104; is that correct? 

Mr. Batu. We now have on duty pretty nearly 25,000, the 22,000 
figure referred to is the number financed by the regular appropriation, 
We have been operating on a deficiency basis. 

Mr. Tuomas. How many unfilled jobs do you have now ? 

Mr. Batu. Including the supplemental we have before you, and the 
regular appropriation, we are a little over 300 jobs sort of the number 
we are scheduled to have at the end of this fiscal year. 


OTHER OBJECTS 


Mr. Tuomas. Your other items which go to make up your salaries 
and expenses item here of $34,401,000 and then you have equipment; 
what is that equipment for? It shows an amount of $1,050,394. 

Mr. Batu. Mr. Chairman, that equipment is directly related to the 
new people being put on. That covers desks and other equipment they 
need to work with. 

Mr. Tuomas. All right. 

Your figure of 34-odd million dollars is for personal services; travel 
is $474,000. 

These are all increases. 

Then you have $282,000 for transportation of things; $179,000 for 
communication services. 

That is a lot of communicating, is it not? That gives you a total of 
$2,441,000. 

How much of that is penalty mail ? 

Rents and utilities have gone up $718,725. That is not for office rent 
because you have your own buil ling? 

Mr. Baw. No, sir; these are rents, Mr. Chairman—rents for space 
all around the country—most of these people who are being hired work 
in our district offices throughout the country servicing beneficiaries. 
The additional rents and utilities services represent in part an addi- 
tional allowance for more space to house those people and for rental of 
electric accounting machines to process workloads. 


DISTRICT OFFICES 


Mr. THomas. How many district offices do you have and where are 
they located and what part of your 25,000 people work there ? 

Mr. Batt. About one-half of thea: a little less than half. 

Mr. Tuomas. Where are they located / 

Mr. Batu. They are located in every major and middle-sized city in 
the country ; 584 offices 

Mr. Tuomas. 584, I understand. You really go to the people and 
give them service? It is a matter that where a man is entitled to a 
eheck he does not want to wait 60 or 90 days. 

Mr. Batu. They come into those offices to file their applications. 


DISBURSING ACTIVITY 


Mr. Tuomas. Where is the disbursing done, all in the District or in 
the Baltimore office? 
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Mr. Batt. The actual disbursing is done through the Treasury 
Department but our certification of the amounts due go through seven 
payment centers that review these claims after they are taken in the 
district office. 

Mr. Tuomas. Where are they located ? 

Mr. Bau. Baltimore, Philadelphia, Chicago, Birmingham, San 
Francisco, Kansas City, and New York. 

Mr. Tuomas. How much do you pay the Treasury for its services 
rendered ? 

Mr. Batu. They make a charge against the trust fund for this dis- 
bursing activity and also for the collection of contributions under 
the program. 

They collect the taxes as well as make disbursements. 

Mr. Tuomas. Do you have the figures for the last year charged by 
the Treasury ? 

Mr. Batu. Perhaps we can supply that for the record. 

Mr. Tuomas. Do you have an approximate idea? Is it all done 
through mechanized equipment ? 

Mr. Bary. Something in the order of $35 million or $40 million. 

Mr. Tuomas. How many checks are handled a year? 

Mr. Batu. We are now sending the monthly payments at the rate 
of 12.5 million checks a month. 

Mr. Tuomas. 150 million a year? 

Mr. Batt. It is increasing substantially each month and I would 
guess it might be approximately that. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. We will put in pages 1 through 11 in the record at this 
point. 
(The pages follow :) 


LIMITATION ON SALARIES AND EXPENSES, BUREAU OF OLD-AGE AND SURVIVORS 
INSURANCE (TRUST FUND) 


THE OLD-AGE, SUBVIVORS AND DISABILITY INSURANCE PROGRAM 


The Bureau of Old-Age and Survivors Insurance administers the social in- 
surance program provided by title II of the Social Security Act, as amended. 
The program provides protection in the form of monthly benefit payments to 
about 90 percent of the total labor force and their families against the loss of 
earnings because of old-age, disability (age 50-64), and death. Tax contribu- 
tions from employers, employees, and the self-employed are deposited in the 
Federal old-age and survivors insurance and Federal disability insurance trust 
funds. All benefit payments and administrative costs are financed from these 
trust funds. Asa result, these payments do not affect the status of the general 
funds of the Treasury. 

The requirements for administrative costs are computed on the basis of the 
measurable workloads the Bureau expects to handle in any year. The volume 
of this work is not subject to control by the Bureau. Rather, it is derived 
from the nature of the program as provided in the statute and is influenced by 
such factors as level of employment, labor mobility, birth, marriage, death, and 
disability rates. Actuaries use these factors to develop workload estimates, 
which are then priced out on the basis of experienced unit costs to determine 
the Bureau‘s budget requirements. 

The program has undergone a series of amendments in recent years (1950, 
1952, 1954, 1956, and 1958) which have significantly changed the scope of the 
program and its effect on the Nation’s economy. The 1958 amendments (Pub- 
lic Law 85-840), enacted August 28, 1958, represent another in this series of 
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changes designed to improve the protection of the program against economic 
risks. 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The Bureau of ld-Age and Survivors Insurance is requesting supplemental 
funds amounting tv $34,401,000 for fiscal year 1959. Part of the additional 
requirements stem from the passage of the Social Security Amendment of 1958. 
The Burean will require $23,106,000 to finance the added work arising because 
of these amendments. A supplemental appropriation of $11,295,000 is needed to 
defray the personal services and related costs of the 1958 pay raise (Public Law 
85-462). These funds raise the regular 1959 appropriation to take care of the 
pay raise. A detailed justification and explanation of the additional funds re- 
quested is given in the following sections. 


JUSTIFICATION FOR SUPPLEMENTAL APPROPRIATION FOR 1958 AMENDMENT 
WORKLOADS 


The Social Security Amendments of 1958 (Public Law 85-840), enacted Au- 
gust 28, 1958, provide for increasing the amount of benefit payments to bene- 
ficiaries now on the rolls and those who will come on in the future. In addition, 
the amendments provide for the payment of benefits to dependents of disabled 
workers and revise requirements for eligibility to disability benefits and also to 
certain types of benefits paid to dependents of instred workers. About 565,000 
more claims applications—each of which requires prompt handling—will be filed 
in fiscal year 1959 as a result of these changes. This amounts to about a 20 per- 
cent increase over the 2.8 million claims expected before the amendments were 
enacted. About 70 percent of the increase will be in disability claims (including 
claims for dependents of disability beneficiaries), those filed by the disabled 
worker being about three times as costy as other types of claims. 

Most all beneficiaries of the old-age, survivors and disability program are de- 
pendent upon their benefit payments to meet basic necessities. It is of utmost 
importance, therefore, that claims for benefits be handled promptly. Because 
the changes in the law were effective the month after the month of enactment 
(except for the increase in benefit amount), the Bureau had to staff up and 
tool up promptly. Even the benefit increase which is payable in February 1959 
required immediate action if the big job of paying the almost 13 million bene- 
ficiaries the new higher benefits was to be completed on time. It was necessary 
for the Bureau, therefore, to obtain authority to spend on a deficiency basis in 
order to recruit, train, equip, and house a fairly large number of personnel and 
to authorize State agencies, which make most initial determinations of dis- 
abilities under contract with the Bureau, to do likewise. 

It is estimated that the additional filings due to the new provisions will con- 
tinue into fiscal year 1960 at a rate close to half the volume of 1959, with a fur- 
ther decline estimated in fiscal year 1961 and later years. However, the new 
long-term level for all workloads, including those from the amendments, will 
be appreciably higher than the level of work handled prior to the amendments. 

To finance the additional work coming from the 1958 amendments the Bureau 
will require supplemental funds of $23,106,000. The amount of funds requested 
does not reflect the total additional funds required to process all the work 
received in 1959 as a result of the amendments. The volume received is greater 
than the Bureau and State agencies can staff up and train personnel to process 
in the current year. Thus, some of the work received in 1959 will be carried 
over into 1960. In determining supplemental funds required in 1959 we have 
taken this carryover into account. 


MAJOR PROVISIONS OF THE 1958 AMENDMENTS 


Significant provisions of the social security amendments of 1958 which will 
increase the administrative expenses of the Bureau are: 


1. Increase in benefit amounts 

Effective for the month of January (with checks payable at the beginning of 
February), benefit amounts for all present and future beneficiaries will be in- 
creased by about 7 percent. The minimum monthly increase is $3 in the amount 
payable to a retired worker, and the maximum or total monthly benefits pay- 
able to a family is increased from $200 to $2/. $y January 1, 1959, the 
Bureau had practically completed the huge task of converting to the new benefit 
scale the benefits payable to each of the 12.8 million persons presently on the 
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rolls. Beneficiaries will receive checks in the new amounts starting February 3 
as scheduled. 


2. Modification of work requirements and other changes relating to disability 
insurance benefits and disability freeze 

The 1958 amendments modify the work requirements for entitlement to dis- 
ability insurance benefits and the disability freeze. Experience under the law 
before amendments indicated certain inequities among disabled workers because 
of the “recency of work” provision. Not infrequently disabled workers found 
that their disabilities did not meet the statutory level of severity and perma- 
nence until some time after the occurrence of their disablement. When their 
disabilities did meet the statutory definition these workers often could no longer 
meet that part of the work test requiring work in 6 out of the last 13 calendar 
quarters. This part of the work test has now been eliminated as a requirement. 
On the other hand the test of a fully insured status has been added as a require- 
ment for eligibility for the freeze making the requirements for cash benefits 
and the freeze identical. Benefits to newly eligible disabled persons—and 
recomputed benefits to old-age insurance beneficiaries newly eligible to the 
freeze because of the changed work requirements—were payable beginning with 
the month of September. 

Another provision, also expected to increase the number of applications filed 
for disability insurance benefits and for disability freeze, is the postponement for 
3 years of the June 30, 1958, deadline for filing fully retroactive disability freeze 
applications. This change applies to applications filed after June 30, 1958. Un- 
der the old law, applications for disability freeze filed before July 1, 1958, were 
fully retroactive back as far as to 1941 to the individual's actual beginning date 
of disability. In cases filed after June 30, 1958, however, an applicant’s period of 
disability could not be determined to have begun more than 1 year before the 
date the application was filed. As a consequence, except for the change in law, 
many persons filing after June 30, 1958, would have been ineligible for the dis- 
ability freeze and would have lost their protection under the program. The addi- 
tional claims stemming from this extension of the deadline will be received 
largely in fiscal year 1959, and gradually diminish to a nominal level by 1961. 

Repeal of the provision that required payments under other disability benefit 
systems to be offset against social security disability benefits, so that a person 
qualified for both types of payment would be able to receive both types in full, 
will also increase the number of applications that will be filed. It will also re- 
quire adjusting the benefit amounts of those beneficiaries to which an offset has 
been applied. 

As a result of these changes, it is estimated that 215,000 additional applica- 
tions for disability insurance benefits and for disability freeze will be filed in 
fiscal year 1959. 


8. Benefits to the dependents of disability insurance beneficiaries 


The Social Security Amendments of 1958 provide for the payment of monthly 
benefits to the dependents of persons receiving disability insurance benefits. The 
categories of dependents eligible for these benefits parallel those eligible for bene- 
fits as dependents of old-age insurance beneficiaries. The benefits became pay- 
able beginning with the month of September 1958. The monthly benefits payable 
to dependents of disabled workers are subject to the same conditions that are 
applicable to dependents of old-age beneficiaries except that disability dependents 
benefits may be suspended if the disabled worker refuses, without good cause, to 
accept vocational rehabilitation. It is expected that applications will be filed by 
170,000 dependents of disabled workers in fiscal year 1959. 


4. Changes in eligibility requirements for survivors of deceased workers 


The 1958 amendments revised the provisions for payment of benefits to certain 
groups of dependents and it is expected that 181,000 applications for old-age and 
survivors benefits will stem from these changes. The largest group of depend- 
ents (90,000) involved are parents of a worker where a widow or child survives. 
Before these amendments, the existence of a widow or child actually or poten- 
tially entitled to monthly benefits prevented the payment of monthly benefits to 
the dependent parent of a deceased worker. This bar operated even if the 
potentially entitled wife or child never became entitled to benefits. Now these 
restrictions have been removed and benefits are provided in all instances for 
the dependent parent of a deceased worker. Changes in several other provi- 
sions of the act relating to benefits for dependents (the most important relating 
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to the disabled child age 18 and over which is discussed in 5 below) and some 
increase in incentive to file for retirement benefits because of the higher benefit 
rates, account for the balance of the increase in this category. 

The change in eligibility requirements for parents’ benefits will create a work- 
load in addition to the claims applications filed, i.e., the number of advance 
filings of certificates of dependency from parents, who have not yet attained the 
age for eligibility to benefits, is expected to increase by 25,000. 


5. Dependency of a disabled child 


Under the old law, a disabled child who was age 18 or over at the time he 
applied for child’s insurance benefit was required to show that he was receiving 
at least one-half of his support from his parent, or that he was receiving at 
least one-half of his support from the parent at the time the parent died. On 
the other hand, a child who is under 18 when he applies for benefits is generally 
assumed to have been dependent on his parent. The change stipulates that the 
same assumption shall apply to a disabled child over age 18 and thus elimi- 
nates the requirement of proof that he was dependent upon the worker for one- 
half of his support. The effective date for these benefits was the month of 
September 1958. The Bureau expects to receive 83,000 applications in fiscal 
year 1959 as a result of this change. This workload is contained in the work- 
load estimates for OASI claims applications and dependents of disabled 
applications. 

COMPUTATION OF SUPPLEMENTAL FUNDS REQUESTED 


The magnitude of the additional workloads stemming from the 1958 amend- 
ments makes it necessary to schedule the processing of the loads to be received 
in fiscal year 1959 over the 2-year period, fiscal years 1959 and 1960. The esti- 
mate of $23,106,000 for work to be processed in fiscal year 1959 assumes that 
somewhat less than a fourth of the work received in 1959 will be carried into 
fiscal year 1960. 

The attached table A presents the detailed computation of supplemental 
requirements for fiscal year 1959. The method used can be summarized as 
follows: 

1. Estimates of 1958 amendment workloads to be processed in fiscal year 1959 
are compared with the latest operating estimates of work to be processed under 
the program prior to the amendments. 

2. The increases are then priced out at personal services unit costs which 
generally reflect fiscal year 1958 experience adjusted for the pay increase. 

3. An allowance for other object needs to process the increased workloads is 
indicated for each load. 

4. Because additional staff to meet the requirements (2,915 man-years) to 
process the additional workload could not be recruited and trained rapidly 
enough to handle the workloads received following enactment of the amendments 
and also to enable an orderly transition to the staffing required for fiscal year 
1960, the Bureau has planned to use the equivalent of 995.3 man-years of over- 
time. Thecost of premium pay must, therefore, be added. 

5. It should be noted that in its preamendment budget the Bureau is already 
trying to absorb an expected increase in preamendment workloads of 6.4 percent 
over the level reflected in the request on which the appropriation was made. 

6. Reduction has been made in salary costs as computed to allow for the fact 
that supervisory and administrative staff needs will not rise proportionately 
with the workload. Average salary costs will decrease for this reason—a net 
average salary of $4,559 in this request compared with $4,994 in the regular 
appropriation for 1959. (The manpower requirement for each workload, how- 
ever, will not change because the reduction in supervisory and administrative 
time is offset by the increase in time required for training new staff on the total 
program and the existing staff on the provisions of the 1958 amendments.) A 
reduction has been made also to compensate for the fact that certain 
fixed overhead costs (rents, communications, ete.) in other objects will not 
rise in proportion to the increased work stemming from the amendments. 

The calculations involved in computing the supplemental needs may be 
summarized as follows: f 
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EXPLANATION OF REQUIREMENTS BY ACTIVITY 


Activity 2—Processing OASI claims 

The $8,220,225 requested for this activity is primarily related to the 181,000 
claims for OASI benefits to be received in fiscal year 1959. The bulk of the 
increase in OASI claims resulting from the amendments is in childhood-dis- 
ability claims and parents claims, both of which are more costly to process than 
regular retirement and survivors claims. About 90,000 parents will file for 
benefits. Another 25,000, not yet age 65, will file proof of dependency as required 
to set up their eligibility later at age 65. It is expected that 83,000 childhood 
disability claims will be filed. The latter claims are included in the workloads 
“OASI claims applications” (activity 2) and in “Dependents of disabled appli- 
eants” (activity 4). Therefore, the costs attached to the workload “Childhood 
applications” on table A represents only the costs of developing the necessary 
evidence for making a determination of disability. 
Activity 8—Maintenance of OASI beneficiary rolls 

Of the total $2,005,141 requested for this activity, $873,796 represent the cost 
of converting the benefit rates for the 12.8 million beneficiaries on the rolls. The 
cost of this conversion is less than $0.07 per beneficiary. The remaining in- 
crease in this activity stems primarily from district-office costs of answering in- 
quiries relating to the new benefit amounts, new retirement test provisions, etc., 
and the cost of maintaining more beneficiaries on the rolls. 


Activity 4—Processing disability claims and maintaining beneficiary rolls 

The $11,289,064 requested for this activity are primarily related to the 385,000 
additional claims to be received from disabled workers and their dependents. 
About 200,000 of these claims will involve determining whether disabilities exist. 
These, together with the estimate of 83,000 childhood-disability claims, will in- 
crease the number of claims requiring disability determinations by more than 100 
percent over the preamendment 1959 level. Most of the initial adjudications 
will be done by State agencies under agreements with the Bureau as provided 
by law. 

Because of the sharp increase in these claims in fiscal year 1959 only about 
45 percent of the additional disability determinations will be completed by the 
end of fiscal year 1959. The remainder will spill over into fiscal year 1960. 


Activity 5—Hearings and appeals 

The funds requested for this activity amounting to $461,263 are indirectly re- 
lated to the 1958 amendments. The impact of these amendments will not be felt 
in any large measure by the Appeals Council until fiscal year 1960 but the higher 
appeals loads that will be received in fiscal year 1960 makes it more important 
now that we reduce as much as we possibly can the number of persons waiting 
for their appeals to be heard at the end of fiscal year 1959. Unless provision 
is made for additional funds in fiscal year 1959, however, the number of appeals 
cases awaiting hearing will be excessive. This is explainable by two factors: 
(a) Current 1959 receipts will be higher than previously estimated, and (b) 
due to the heavy volume of receipts late in fiscal year 1958, more appeals were 
carried over into 1959 than could be foreseen or planned for. To handle this 
added work, an additional staff of 25 referees on duty for 6 months of the year, 
together with their supporting staffs, is provided for in this estimate. 


Activity 7—Administration 


The $1,130,307 requested for this activity are related to the larger house- 
keeping, administrative, and other type staff services needed to support the 
larger staff required to handle the increased volume of measurable workloads. 
The recruiting, training, and housing of the additional 2,547 permanent em- 
ployees and 500 temporaries in fiscal year 1959 will sharply increase the service 
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activities of the Bureau. The 152 man-years requested for this activity repre 
sent only 5.2 percent of the total man-years contained in this request. This 
ratio is about half the proportion of activity 7 personnel to total Bureau per- 
sonnel in our 1959 appropriation request. 


JUSTIFICATION FOR SUPPLEMENTAL APPROPRIATION FOR PAY RAISE COSTS 


Method of computing pay raise costs 

The Bureau of Old-Age and Survivors Insurance is requesting an additional 
appropriation of $11,295,000 in 1959 to meet the cost of Public Law 85462, 
This estimate was derived as follows: 

(a) Regular salaries at each grade, except wage-board salaries, were multi- 
plied by various appropriate percentages, averaging approximately 10.4 percent. 

(b) Overtime and similar salary costs affected by Public Law 85-462 were 
multiplied by 10.4 percent. 

(c) An allowance was added for group insurance and civil service retire- 
ment contributions, calculated on the basis of experienced ratios. 


Why the Bureau cannot absorb increased costs 
Total estimated requirements for salaries and expenses for the Bureau of 
Old-Age and Survivors Insurance for fiscal year 1959 amount to $173,532,000, 
This total is comprised of : 


III RD Oa ahah eecneariorepieimnraovenen $139, 131, 000 
Proposed supplemental due to pay raise_____.-_______---_-_---_- 11, 295, 000 
Proposed supplemental for workloads arising from 1958 amend- 

SUE FIO CGR  RROCII IL Paik hi hn erie ii se tiesoe mens 23, 106, 000 





ei i Richelet beni it niglens eee geebete nero ee mpl 173, 5382, 000 


Within this total budget, the Bureau has already planned an absorption of 
Such magnitude as to force output per man-year above the actual level of 
fiscal year 1958 and far above the level planned in the appropriation for fiscal 
year 1959. In 1958 actual workload receipts exceeded estimates by about 5 
percent necessitating undesirable processing measures in order to keep back- 
logs within manageable proportions. The appropriation approved by Congress 
for fiscal year 1959 was based on production rates designed to permit a higher 
standard of performance and better service to the public. 


Workload—-Manpower inder 


Fiscal year 
Fiscal year | 1959, budget Fiseal year 
1958, actual estimat 1959, operat- 


(preamend- | ing estimate 

Workload (excludes State agency workloads) 100 | 92.7 109. 7 

Manpower..__-- cs pid beaches ; ; 100 96. 4 | 108. 9 
Output per man-year change from fiscal year 1958 actual 

(percent arsnowene . 1.8 7 


As indicated in the above table the absorption forced by the revised higher 
estimated workload for fiscal year 1959 will force output per man-year 0.7 
percent above the 1958 level. Congress had initially approved for 1959 an 
output level which was 4.8 percent below 1958 to permit the Bureau to do a 
better job than it is possible to do with a staff working under extreme pressure 
to keep up with the workloads. 

The major absorptions reflected in the total budget for fiscal year 1959 are: 

1. The workloads estimated in July 1958 for the preamendment program for 
fiscal year 1959 were 6.4 percent greater than the estimates for which the 
funds were appropriated for the current year. The processing of this added 
work at budgeted production rates would cost approximately $7 million. No 
added funds, however, have been requested for this increase in workloads 
which the Bureau will endeavor to process in 1959. 

2. After the total operating requirements for fiscal year 1959 were computed, 
the projected staff was reduced by 2 percent in accordance with the President’s 
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policy for reducing civilian employment. This staffing reduction amounted to 
an absorption of $1,303,000. In the 1959 budget, this absorption has been pro- 
jected in lower unit costs for processing workloads arising from the 1958 amend- 
ments. 

8. Other absorptions in the 1959 budget are: The added costs of postage due 
to the increase in postal rates effective August 1958, salary increases for wage 
poard employees effective February 1958 and again in October 1958, and increases 
in operating costs due to higher-than-budgeted price levels. 


SUMMARY 


The 1958 amendments to the Social Security Act are another in a series 
of amendments over the past 8 years which extend to about 90 percent of the 
Nation’s families additional protection against economic losses due to retire 
ment, disability, and death of the wage earner. The effeet of these amendments 
on the Bureau’s workloads was immediate. The estimate of $23,106,000 is a 
measure only of the capacity of the Bureau and State agencies use of funds 
to “tool-up” and staff up to do as much work as possible this year; it is not 
a measure of the funds that would be required to handle all of the added 
workload which will be received in fiscal year 1959. It also assumes that the 
Bureau can absorb substantially higher than budgeted for workloads in the 
preamendment program. 

The additional requirements for Public Law 85-462 are needed to finance the 
pay raise costs applicable to the regular 1959 appropriation. Absorptions 
planned in the total budget for 1959 will not permit the Bureau to absorb any 
of the computed requirements of this legislation. 


INCREASES REQUIRED BECAUSE OF AMENDMENTS TO SOCIAL SECURITY ACT 


Mr. THomas. The Bureau of Old-Age and Survivors Insurance has 
requested supplemental funds in the sum of $34.4 million. Part of 
the additional requirement stems from the passage of the Social 
Security Act of 1958. 

A big part is 20 percent, is it not, of your entire workload ? 

Mr. Batu. Of the claims, sir. 

Mr. THomas. The Bureau will require $23,106,000 to finance the 
added work arising because of these amendments. Of that, $15 mil- 
lion is for salaries and the remaining part is “Other objects’? 

Mr. Bau. Yes. 

Mr. Tomas. Then we have equipment, travel, and so forth. 


ADVANCES TO STATES 


Mr. Barz. Advances to States, Mr. Chairman, of about $4 million. 

Mr. Tuomas. That is one of your big items? 

Mr. Batu. Yes, sir. 

As you may remember, the disability program was very much in- 
volved in the 1958 amendments. The determination on disability is 
made for us by a State agency under contract with the Federal Gov- 
ernment and this $4 million is an increase in advances to States for 
performing this service. That is an amendment workload. 

Mr. Tuomas. Will that item alone under your “Other objects” come 
out of $4 million? What is it? 

Mr. Batt. Approximately $3.9 million. 

Mr. Tuomas. Advances to States for that purpose, and then what 
service do they render now, and how many decisions did they make 
for you? Let us say in the first 6 months of this fiscal year? Do you 
have any information on that? 
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Mr. Bau. Yes; the service that they render could be summarized 
as—could I take just a minute since it might be better to give you the 
whole picture as to what we do and then what they do? 

Mr. Tuomas. Go ahead. 


PROCESSING OF DISABILITY CLAIMS 


Mr. Batt. The disability claim is filed in the district office of the 
Bureau and the individual supplies what medical evidence he has 
readily available from his own doctor, hospitals, and so on. That is 
forwarded to the State agency, usually a vocational rehabilitation 
agency in most cases, and they may need more evidence than that. 
They may order a special examination by a doctor. 

Mr. THomas. Off the record. 

( Discussion off the record.) 

Mr. THomas. Go ahead. 

Mr. Batt. They may need additional medical evidence to that 
which was submited by the individual. In about 20 percent of the 
cases, they obtain the additional evidence by an indepe ndent medical 
examination from a consultant, usually a specialist. They may also 
have to go back and develop additional medical evidence from a 
hospital. 

Mr. Tuomas. This is the program where they can get the disability 
before they reach retirement age? 

Mr. Bau. Yes, sir. 

Mr. THomas. How many are drawing it now? 

Mr. Batt. About 275,000. 

Mr. THomas. How on has the program been in effect, 2 
Or more ? 

Mr. Bax. Since the 1956 amendments—it has not been quite 2 
years—started payments July 1957. 

Mr. THomas. Go ahead. 

Mr. Batu. They then look at the evidence that is available and 
which they have developed and make a determination as to whether 
this individual meets the medical standards. We have decided it 
meets the earning requirements, and so on. They are expected to 
make in this fiscal year a total number of disability determinations 
for us of 370,260 initial determinations for workers; 569,637 includ- 
ing children, reconsiderations, and all types of cases. 

Mr. THomas. How did you miss your guess in your regular bill? 
Are you going to be that many over and above what you thought ? 

Mr. Batu. All of the money for State advances in the supplemental 
comes out of the 1958 amendments. The additional load is the result 
of a change Congress made in the eligibility requirements for these 
disability benefits. 

Mr. Tuomas. This isstill a part of the 1958 act? 

Mr. Batu. Yes; this is part of the 1958 amendments that resulted 
in this increase. 

It used to be true that an individual had to have worked recently, 
just before he became disabled. That was removed from the law by 
the 1958 amendment so that many more people were made eligible 
for disability benefits. That is the major reason why we have to 
advance the States this additional money. 


6 years?! 
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Mr. Tuomas. Let me read some of the record: 


$23,106,000 to finance the added work arising because of these amendments and 
2.547 new jobs by virtue thereof, making a total of around $23,106,000 and 
$11,295,000 needed to defray Pay Act expenses. 


Correct ? 
Mr. Batu. Correct. 
PAY ACT COST 


Mr. Tuomas. What was your total Pay Act cost? 

Mr. Ketriy. $11,321,000. 

Mr. THomas. Ton were off $26,000. Where did that come from, 
your “Other object” money ? 

Mr. Keniry. No; it is the cost of the pay raise for work which 
other people reimburse us for. We did not endeavor to absorb the 
regular work in the pay increase because when you go on a deficiency 
basis 

Mr. THomas. You have records on 90 percent of the entire working 
population of the country, do you not? 

Mr. Curisteav. Yes, sir. 

Mr. THomas. What number do you have records on ? 

Mr. Curistcav. 126 or 127 million people. 

Mr. Bau. In the course of a year we would post to not nearly that 
many accounts. In the course of a year there would be about 73 or 
74 million people covered. 

Mr. Tuomas. That is remarkable. 





LIMITATION ON CONSTRUCTION 


Program and financing 











| Fiscal year Fiscal year | Increase (+) 
1959 1959 | or decrease 
presently revised (—) 
| available estimate 
RARE eR een eee ec cedaateass eee ime res 2 Ae ora Ae. 
3 Dette, Supervision, e00. 6.3.5. .25 sss i cd sue | $235, 639 $480, 369 | +-$244, 730 
D  COMORRIEIONR. 5. onic kn cditiceins os ine thteiithinn stedipbows 2, 816, 279 L 6, 856, 549 | +4, 040, 270 
Total obligations......- ptitdnighdatehk nga nh nttkapncniepes 3, 0: 51, ‘918 | ¥ 336, 918 +-4, 285, 000 
Financing: | 
Unobligated balance brought forward.-................-.-.- —7, 769,461 | —7, 769,461 |.......-...-.- 
Unobligated balance carried forward _.............---.--- 4, 717, 543 1, 642,543 | —3,075,000 
Total of trust fund limitation. __...........-- ; pare shai cam Sedemee 1, 210, 000 +1, 210, 000 
Total of trust fund limitation consists of— 
Proposed supplemental ene. ib dita eal k ical 1,210,000 | +1, 210,000 
Appropriation (adjusted) - - ce bbe emer : 1, 210, 000 +1, 210, 000 


eS 


Obligations by objects 


Fiscal year Fiscal year | Increase (+-) 
1959 1959 | or decrease 
presently revised | (-—) 
available estimate 

02 Travel. sceecees soctecetccezeee “ion $500 | a 
03 Transportation. sa cacidiln neieiip Edens Sock aioe ibn-enbane 500 re las 
04 Communications. ssabeernies << ‘ 500 500 j..... a 
06 Printing and re production... eosiee . aie Lm enbegsen knee edema 5, 000 10, 000 | +$5, 000 
07 Other contractual services. --..---- ‘ waa 184, 500 419, 500 | +235, 000 
09 Equipment 750, 000 750, 000 : e 
10 Lands and structures. .--_---- cris apidigamecaiion sauces , 110, 918 6, 155, 918 | +4, 045, 000 


Total obligations............-.- ceddatiueetncenaseons 3, 051, 918 7, 336, ‘918 | -+-4, 285, 000 
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We will consider now the limitation on construction for old-age 
and survivors insurances. The proposed language is as follows: 


“For an additional amount for ‘Construction, Bureau of Old-Age and Survivors 
Insurance’ $1,210,000 to be derived from the Federal old-age and survivors in- 
surance trust fund, which together with sums heretofore appropriated under 
said head shall establish a limitation of cost of $32,290,000: Provided, That the 
first proviso under this head in the Department of Health, Bducation and Welfare 
Appropriation Act, 1958, and the provision of section 209 of said Act, shali not 
apply to construction authorized under the foregoing limitation.” 


There is a proviso that this is not to apply to construction author- 
ized under the foregoing limitation. 

What does that proviso mean ? 

Mr. Ketry. There is a general provision in the appropriation 
statute that the construction funds here appropriated have to be obli- 
gated by June 30. 


Mr. THomas. You are extending the obligation period? 
Mr. Ketry. That is right. 

Mr. THomas. Let us put in pages 1, 2, 3, and 4 in the record. 
(The pages follow :) 


LIMITATION ON CONSTRUCTION, BUREAU OF OLD-AGE AND SURVIVORS 
INSURANCE (TRUST FUND) 
JUSTIFICATION FOR A SUPPLEMENTAL APPROPRIATION FOR FISCAL YEAR 


1959 
Purpose and need for supplemental funds 


Funds requested for expenditure from the Federal Old-Age and Survivors 
Insurance Trust Fund are needed to enlarge the Social Security Building now 
under construction Baltimore County, Md. Because of a series of major amend- 
ments to the Social Security Act since 1953, when space requirements were 


formulated, the building now being built will be too small to house the Bureau's 
Baltimore operations. 


The basis for design and space provided in building now being constructed 


The design of the Social Security Building and the amount of space which wus 
to be provided in it was predicated upon a space directive made in 1953. In 
preparing the directive, amounts of space needed were first computed on the 
basis of workloads which were current in 1953. To this was added an allowance 
for the normally expected increase in workloads from 1953 to 1963 and another 
allowance for new workloads which were expected to come from extensions of 
coverage then anticipated. From this figure was deducted a projected saving 
in space expected to be accomplished by 1963 through technological improve- 
ments. To the net usable space thus computed was added space for building 
custodial use, employee health services, a cafeteria and auditorium. The total 
thus computed was 917,159 square feet. A summary of the figures follows: 


Square feet 


Space required for present program and current workloads in 1953_.__ 811, 405 
Plus: 
Allowance for increase by 1963 (10 years) in workloads under 
Nee ens ninineierererinesecqneweauoen 83, 961 
Allowance for extensions of coverage insurance________________ 47, 063 
NN es ate : 942, 159 
Less : 
Projected saving by 1963 as a result of technological improvements 25, 000 
Teenage Penman 20 2000... tte 1917, 159 


1A slight adjustment of the details in the space directive was made in 1955 without 
significantly changing the total figured. As now computed, the usable space in the new 


building is 926,518, the difference representing a normal missing of the mark in the design 
process. 
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The employment in the Bureau in 1963 was projected at 6,566. 

In computing the space allowances for increased workloads and for exten- 
sions of coverage and in estimating the employment in the Bureau in 1963, in- 
ereases were projected only for direct operations. No provision was made for 
increases in general administrative staff, which provides guidance, leadership, 
and services to the operating staff directly engaged in processing workloads. 
The general administrative staff budgeted in 1953 was held at the same figure 
in calculating the total staff in 1963. The apparent reason for this was that 
in the light of the relatively small workload expansion which was then pro- 
jected, no solid basis was provided for estimating an increase. 

Contemplating the possibility of a need for expansion after 1963, studies were 
made to determine how this could best be done. The sizing of structural mem- 
bers to permit later vertical expansion was ruled out because of cost and for 
other engineering reasons. It was decided, rather, to so size the heating, power, 
air-conditioning equipment, etc., to permit an addition of three 25-foot bays ex- 
tending the entire 625-foot length of the operations building on its east side. 
This would provide some more operating type of space, if needed. If more 
executive, general administrative space became needed, it was thought that it 
would be necessary to build a more or less self-contained wing next to the 
10-story administration building and to the west of it. 

The experience since 1953.—Experience is proving that the allowance of 83,691 
square feet to provide for increases by 1963 in the workload of the Division of 
Accounting Operations was substantially correct. 

The allowance of 47,063 square feet made to provide for expected extensions 
of coverage was predicated upon extending coverage to a number of groups of 
people totaling 10,775,000 persons. All of these groups ‘have been covered. 
Another major group, the Armed Forces, has also been covered. Extensions 
of coverage have been made to over 13,500,000 people compared with the pro- 
jection of 10,775,000 persons. 

Besides the extension of coverage to the Armed Forces, other workload 
creating amendments to the Social Security Act, unprojected in the building 
planning, have been passed since 1953. Quite a number of changes in the initial 
and continuing eligibility requirements and in the benefit formula have been 
made whch have increased workloads, the complexity of processing and have 
created a need for additional operating and policy staff. However, by far the 
most significant omission in the initial planning, one involving the major effect 
upon Baltimore operations, was for the disability program. 

In 1954, a dsability freeze program was established to protect the OASI 
eligibilty of disabled persons. In 1956 a program for payment of cash benefits 
to disabled persons aged 50 or over was inaugurated. In 1958, a liberalization 
of both the freeze and cash benefit programs was enacted. 

The inauguration of a disability program, as a part of the Federal social in- 
surance program brought the Bureau into a fleld of work almost wholly new 
to it. It is a program which requires pioneering in policymaking and adjudica- 
tory techniques while involving a most significant degree of public sensitivity 
and reaction. This characterization cannot help but exist for a substantial time 
into the future. Further extensions and liberalizations by legislation are to be 
expected to create new problems and prolong the sensitivity. In this situation, 
it is essential that disability operations remain centralized in Baltimore for a long 
period of time. 

Soon after the institution of the program for payment of disability cash 
benefits it became evident that work flows, processing interrelationships and 
the time taken for them needed to be adjusted in the interest of proper service 
to the public. To speed up initial payments it was necessary to establish a pay- 
ment center in Baltimore to service disability claims. The payment center 
was placed in operation on September 1, 1958. 

The Social Security Amendments of 1958, liberalizing the disability eligibility 
requirements, had a major effect upon the staffing for the disability operations 
and the payment center serving them. Budgetary determinations just now 
available place the total need for this program to be about 1,700 persons in 
Baltimore. These employees, with the files and other equipment needed, re- 
quire 165,000 square feet of space, none of which was planned for in the 1953 
space directive. 

a * * * * 2 * 


In describing the basis for the design and space calculations for the 1953 
clirective, it was stated that, because there was then no solid basis for estimating 
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an increase in general administrative staff, no allowance for such an increase was 
made. Experience, itself, since 1953 now provides a determination for at least 
the increased general administrative staff now needed. 

In June 1953, the total population of the Bureau staff, both in Baltimore and 
the field was 13,833. The Bureau expects to end the fiscal year 1959 with 
25,334 employees and fiscal year 1960 with 25,221 employees. This is almost 
double the employment in 1953. Servicing the larger number of Bureau em- 
ployees and the more complex program requires 600 more general administrative 
and technical personnel than were provided for in the building plans. 

» * * * * * . 


Now moving from the plus to the minus side of the problem, in 1953 the Bureau 
was operating, in its Division of Accounting Operations in Baltimore, with con- 
ventional card tabulating machinery Many machines of each type were in use, 
Huge summary and other card files had to be maintained. The Bureau also had 
a large Flex-o-Line national index requiring a large area of space. 

Technological improvements were constantly being made over the years in the 
use of such equipment and otherwise many economies in operations cost and in 
space were effected. A saving of 25,000 square feet of space was projected, there- 
fore, to be achieved by 1963 in the space directive made in 1953. 

In about a year from now, the Division of Accounting Operations will have 
eliminated by far the greater amount of its conventional tabulating machinery, 
Since 1953 it has installed a first, then a second battery of electronic data proc- 
essing machinery utilizing magnetic tape instead of cards. In about a year from 
now it will have a third battery in operation which will complete a transition 
from tabulating machine operations back from the end point of operations prac- 
tically to the initial card punching operation. In addition, through the use of a 
microfilm record it will replace the national Flex-o-Line file with consequent 
money and space savings. 

In the 1953 space directive, provision was made for 727,274 square feet of space 
for the Division of Accounting Operations. It is now calculated that on January 
1, 1960, about the date of occupancy of the building being constructed, it will need 
614,913 square feet. This is a reduction of 112,361 square feet. 

The present situation.—For some time it has been apparent that, upon comple 
tion of the building, there would be some shortage in the partitioned type of space 
designed for general administrative personnel. It was hoped that without too 
much of a sacrifice in efficiency, this could be adjusted by finding ways to use 
operating open space which might prove to be available for some of them. How- 
ever, final figures on the amount of operating space needed could not be calculated 
until the planning for the third electronic data processing machinery battery had 
reached a certain point of development and, in addition, the effects upon staffing 
and space requirements of the 1958 amendments had been reduced to budgetary 
determination. 

These data have just now become available. Now it is known that by January 
1, 1960, the approximate date of completion of the building, the Bureau will have 
8,200 people to house in it rather than 6,500 which was the basis of the planning 
for it. 

Present calculations show an overall shortage of about 85,000 square feet of 
space.’ They also reveal a need for some more partitioned general administra- 
tive space and a need for an even greater amount of open operating type space 
particularly for disability operations and the payment center serving that 
program. 

* * * * * * + 

Should no more space be made available in the new building, the Bureau is 
faced with several undesirable alternative operating plans. A questionable best 
of these leaves its disability operations and the payment center in downtown 
Baltimore, perhaps in the Paca-Pratt Building. 'These two units should remain 
together. This entails a separation of these units in their entirety from the 
rest of the Bureau which plays an intimate part in disability policymaking. 
Or it entails an internal separation of the Division of Disability Operations ad- 
versely affecting critically needed close supervision. In either event it separates 
those units from the operations of the Division of Accounting Operations which 
is also undesirable, because the earnings record files of this Division are used 
in the processing of disability cases. 

Another expedient might be to splinter off some other operations and leave 
them in downtown Baltimore. A study proves, however, that for any com 
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bination of such units which may be selected, there are serious and Costly con- 
sequences which would follow separation from the main body of the Bureau. 

A third alternative and perhaps the worst, is to double shift a large part of 
the operations. Double shifting with its 10 percent pay differential, is costly 
and would be much more difficult in the new location than it is in downtown 
Baltimore. Double shifting involves an early starting hour for the first shift 
and a late closing hour for the second. A midnight closing hour would bring 
people downtown to transportation transfer points after transportation service 
had been severely curtailed. For these and many other reasons, the operations 
would suffer disruptions and would be more costly. 

The desirable solution to the space problem.—The computation of a shortage 
of 85,000 square feet of space in the building makes no allowance for future 
expansion. The computation is based upon the space needs on completion of 
present construction and the space afforded in the building when it is completed. 

The workloads of the Bureau’s operations in Baltimore will continue to grow 
with the growth in population and the country’s working force. Extensions 
and liberalizations in the disability and the regular program are probable over 
the years ahead. With the conversion to electronic data processing machinery, 
processing now being almost complete, it is not as likely that compensating 
savings in space can be made through technological advances in the near 
future. Quite obviously, if more space should be provided by construction, some 
space beyond present needs should be built. 

The construction of three additional 25-foot bays along the 625-foot eastern 
length of the operations building would provide an additional 114,000 net gross 
square feet of space. This would be enough in total to make up for the shortage 
but would provide an allowance of only about 3 percent for future expansion. 

There are a number of factors, however, which have a bearing upon the 
choice of this construction as the solution to the space problem. They are listed 
below : 

1. Because of its location and nature, construction of the extension could not 
be started until after present construction is completed. Otherwise there would 
be a serious delay in completion of the present construction and amendments 
to the existing contract would be necessary. Such amendments are always 
costly. 

2. There would be some interference with operations if constructed after 
occupancy of the building now being constructed. 

3. Since the extra space would be provided in portions on three and one-half 
floors adjacent to DAO operations, it would not be possible to escape costly 
shifting of operations and facilities when the addition became available. This 
particularly because contiguous operating space is needed for the disability 
operations and the payment center serving it. 

4. It cannot be properly designed to provide anything other than the open 
operating type of space, although it would be better to obtain some more parti- 
tionable general administrative space. 

5. When the design for this extension was adopted, only 50 acres of land was 
available. Planned facilities on the west side dictated that an extension going 
the entire length of the building be on the east side. Since then, additional 
land has been obtained to the west of the building. It has become preferable 
to expand to the west if a choice is available. 

An estimate of the cost of the construction of the building made by the Public 
Buildings Administration is as follows: 


Construction (239,275 gross square feet) ____ 
Air conditioning__——_ ecatasiepaniues 
Elevators (3) 
Reservations ‘a tiatamtdese 
RG in skeen se cnc eave ets ett nb arene ev een ww an bn teen nsw tv rev ee are 
Drawings and specifications__________- app caneae geen sren gaps damn fiuhin wap eaeng | 
PBS supervision asia _ . aiate sai 
Office and administration____ vl 29m SNL) ELEN Pee Re Se Oe sh FE 


$3, 810. 000 
100, 000 
175, 000 
5D, 000 
205, 000 


325, 000 


Total.__£....... ; esd geasunniaaonmdan ae a eect piteemioharesisemmmae 14, 6105000 


Financing.—The appropriations made to date for construction establish a 
limit of cost of $31,080,000 with the proviso that the established limit of cost 
may be exceeded or shall be reduced by an amount equal to the percentage 
increase or decrease, if any, in construction costs generally dating from October 
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1, 1956, as determined by the Administrator, General Services Administration, 
Such a determination was made in October 1957 that costs had increased 4.33 
percent by October 1, 1957, which date shortly preceded the letting of the 
major construction contract for the building originally planned. This percent 
increase amounts to $1,345,764, thus setting a new limit of cost $32,425,000. 

It is expected that the addition to the building now proposed, as well as the 
building originally planned and presently under construction can be constructed 
for $32,290,000. Because the proposed addition contemplates the construction 
of larger quarters than originally planned, a supplementary appropriation in 
the amount of $1,210,000 and a new limit of cost of $32,290,000 is requested 
for the construction of the office building as originally planned, including an 
addition thereto, and appurtenant facilities including the acquisition of land. 
The escalation clause in the 1958 Appropriation Act would therefore become 
ineffective. 

REASON FOR ADDITIONAL SPACE REQUIREMENT 


Mr. Tuomas. I have a note here to the effect, “Too small when 
planned.’ 

Do you agree with that ? 

Mr. Bau. No, sir; not in that sense. What has happened is 
that 

Mr. Tuomas. You did not think that the Bureau of Old-Age Sur- 
vivors Insurance was going to sit there and not grow, did you? 

Mr. Batu. We did not realize that Congress was going to make these 
changes in the law. 

Mr. Tuomas. Congress has to keep up with the demands of the 
people. 

Then you have the space requirement for the present program and 
the current workload when first planned and you thought you needed 
811,000 square feet ; is that correct ? 

Mr. Batu. That is correct, without the allowance for expansion. 

Mr. THomas. Now you have to up it to what ? 

Mr. Curistaav. 85,000 feet short. 

Mr. Tomas. You have it up about 917,000 square feet. 

That would take care of you until 1963. Do you think it will be big 
enough then ? 

You have 163,000 square feet needed and in that 165,000 square feet. 

How many people are you going to put in that additional space? 

Mr. Bau. In the additional 165,000 there is an allowance for expan- 
sion of 80,000 feet in addition to the 85,000 we are now short. 

Mr. Tuomas. I have 1,700; is that correct ? 

That is the number of additional people you are going to put in the 
building ? 

Mr. Bau. Yes, sir. 

Mr. Curisteav. As Mr. Ball pointed out, this calls for future 
expansion, about 80,000 feet. 





COST OF EXPANSION 


Mr. Tuomas. This expansion will take care of an additional 1,700 
people and with the 1,700 people you now have, you will have a total 
of 8.200 over in the Baltimore building / 

Mr. Curisteav. Right. 

Mr. Tuomas. At a total cost of $32.9 million ? 

Mr. Ketriy. $32.29 million. 

Mr. Tuomas. What are you paying for this per square foot? 
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Mr. Ketiy. We computed the increased cost at $28 net usable square 
foot. 

Mr. Tuomas. A little bit on the plush side, $28 a square foot. 

What did the other part of the building cost ¢ 

Mr. Ketiy. About $30 a net square foot. 

Mr. Tuomas. Are you going to build this 165,000 square feet with 
$1,200,000? 

Mr. Ketty. No, sir. The $1,210,000 is the additional amount we 
need. When the bids were awarded on this main project, it was at a 
lesser cost than our original estimate, considerably less. 

Mr. Tuomas. What is the total going to be for this extra 165,000 
square feet? That is $8 a square foot? I thought that was about 
right. 

‘| cannot see where your $28 figure is right. 

Mr. Ketty. $4,670,000 is the total cost, of which we need $1,210,000. 

Mr. Tuomas. You missed 25 percent of your guess. Is that pretty 
good ¢ 

How long would a private contractor stay in business if he had an 
overrun of 25 percent on one of his jobs? 

Mr. Keury. It actually ran the other way, Mr. Chairman. This is 
one of the rare occasions in which we seriously overestimated the 
needs for bids. 

Mr. Tuomas. You underestimated it, did you not? 

Mr. Ketry. No, sir. We had funds available to the tune of 
$3,550,000 in excess of what we used. We also had available an esca- 
lation clause which we did not use at all. This building is being con- 
structed at considerably less than the estimates. 

Mr. Tuomas. You are building this 165,000 square feet and sort of 
second-guessing? It is going to cost you $4-million- plus and you only 
need $1,210, 000 to pay for it? 

Mr. Kety. That is correct. 

Mr. Batt. When you add the escalation cost to the amount pre- 
viously appropriated the new limit of cost is less. 

Mr. Tromas. What does it cost you per square foot on the com- 
pleted job? How many square feet in the building and what will it 
cost you per square foot ? 

Mr. Keuiy. The 165,000 square foot can be built for $4,670,000 and 
that would work to an average of $28 per square foot of net usable 
spac e. 

Mr. THomas. How many square feet. in the whole building ? 

Mr. Bau. 1,082,000 square feet of net usable space. 

Mr. Tuomas. Not net. We do it by square feet. You are trying to 
“net” me for a little, 

Mr. Furrerman. The gross square footage of the building is some- 
thing over a million and a quarter. 

Mr. Tuomas. 1,250,000 square feet ? 

Mr. Furrerman. The building currently being built is upward of 
a million and a quarter of gross feet, which would net us around 917,- 
000 of net square feet. of office space and the addition is slightly '»ss 
than a quarter of a million gross square feet, which will give us 165,- 
00) net square feet. 

Mr. Tuomas. What is it costing you a square foot to build it, 
whether you use it or not, net or not net ? 


387458— 59 41 
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Mr. Furrerman. It is costing roughly $30 a square foot of .net of- 
fice space and less if you use the larger figure of gross footage, which 
1s-—— 

Mr. Tuomas. Do not put it on a net basis. Put it on a gross square 
footage basis. 

Mr. Furrerman. We are calculating that now. 1.5 million square 
feet at $20.47. 

Mr. THomas. You said 1.2 million a while ago. 

Mr. Furrerman. 1.2 million in the current building and a quarter 
of a million in the additional, which makes 1.5 million gross square 
feet. 

Mr. Tuomas. What is the square foot basis? 

Mr. FurrermMan. $20. 

Mr. Tuomas. That makes a whole lot less than $30 cost, does it 
not ¢ 

You are sure that you are not 
there? 

Mr. Furrerman. No, sir. 


giving us too many square feet in 


TYPE OF BUILDING 


I think it should be said here that this is completely a functional 
building. 

Mr. THomas. You anticipated me. 

It looks to me like it is one of these great big open buildings where 
you have three or four hundred people in one room. 

What will make it cost this much? What is it made out of? 

Mr. Batu. Reinforced concrete construction. 

Mr. Tuomas. It is an open building made for large assembly rooms; 
is it not? 

You will have two or three hundred people working in one big 
room ¢ 

Mr. Bau. The whole space is open all the way through the opera- 
tions part of the building. 

Mr. Tuomas. How much parking space do you have ? 

Mr. Curisteau. Two thousand cars. 

Mr. THomas. How much ground ? 

Mr. CuristGav. 81 acres. 

Mr. Tuomas. Is the cost of land in addition to the cost of the build- 
ing ? 

Mr. Curisteau. That is included. 

Mr. Tuomas. Included in it? What is the total cost ? 

Mr. Ketty. $32.9 million. 

Mr. Tuomas. $32.3 we will say. 

What did the land cost you / 

Mr. Ketiy. $425,000. 

TRAVEL EXPENSES 


Mr. Jonas. I was interested in knowing why you need to spend 38 
million a yearontravel. Who does all of that traveling? 

Mr. BALL. The $3 million travel is related tothe whole operation and 
it is primarily a service out of these district offices to more remote 
points. We service over 3.600 itinerant stations from these 584 dis- 
trict offices. Twice a week some places twice a month others, etc. 


1 Includes.all costs, land, architects fees, etc., 
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et of- Mr. Jonas. Twice a week in courthouses? Does that take care of 
vhich most of it? 
Mr. Batu. Most of the regular amounts. There is in this supple- 


quare mental request money for training travel, people who are newly hired 
and who come in for training. That.is in the supplemental. 
quare Mr. Jonas. That is all. 


Mr. THomas. Thank you very much, gentlemen. 
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Program and financing 





OMS ; | Fy : 
Fiscal year Fiscal year | Fiscal year 1959, 
| 1959, presently | 1959, revised | increase (+) or 
ea | available | estimate decrease (—) 


PROGRAM RY ACTIVITIES 





| 
} | 
pera- 
State expenditures 
1. Payments to recipients 
(a) Old-age assistance._............ idatnbahdivd $1, 009, 900, 000 | $1, 094, 600, 000 +$84, 700, 000 
(b) Aid to ds pendent children .....-.....-.--] 515,400,000 | 583, 400, 000 +68, 000, 000 
Ca) ies OO Cele CEMNG. cc ccwccsncocccuks } 42, 200, 000 45, 400, 000 +-3, 200, 000 
(d) Aid to the permanently and tot: ally dis- | 
IN os ncasina mctescindats tsa nicaniasnisicins a wielctnal 131, 400, 000 | 143, 900, 000 | +12; 500, 000 
F cosine aeindndametenmmdiennnedl 1, 698, 900, 000 1, 867, 300, 000 + 168, 400, 000 
yuild- | - 
2. State and local administration: } 
a) Old-age assistamce.............-..----- | 56, 500, 000 56, 500, OOO }................ 
bh) Aid to dependent children.....--_-.-_- ail 50, 300, 000 | 00; S00 O00 1 i scsi eds 
c) Aid to the blind ........- | 3, 300, 000 3, 300, 000 |.....--.. 
(d) Aid to the permanently and tots ally dis- | } 
OEOO nc ck eo eedudes wid — 14, 900, 000 | 14, 900, OOO }.........-___. 
Wile SF 3 ad. as wah nds 125, 000, 000 125, 000, ake cls 
lotal for all programs... J 1, 823, 900, 000 1, 992, 300, 000 +-168, 400, 000 
Collections and adjustments during year ; “ee 17, 500, 000 17, 500, 000 omen dens 
Total obligations against appropriation . ..| 1, 806, 400, 000 1, 974, 800, 000 | +168, 400, 000 
Amount obligated in prior years for grants charge- 
ible to appropriation for current year. . — 423, 493, 296 eb: OR DOG. hadi 3k 
nd S3 Amount obligated in current year or grants charge- 
’ ible to appropriation for subsequent year. --- j 490, 000, 000 490, 000, 000 é 
Total obligations...........--. a Et on 1, 872, 906, 704 2, 041, 306, 704 +-168, 400, 000 
n and Financing 
»mote Appropriation available from subs ue year 490, 000, 000 490, 000, 000 hla tee 
E Appropriation available in prior yes : : $23, 493, 296 423, 493, 296 acsinaea 
t dis- ye os 2 
New obligational authority a - 1, 806, 400, 000 1, 974, 800, 000 +- 168, 400, 004 
3, etc. 


New obligational authority: Appropriation - -. 1, 806, 400, 000 1, 974, 800, 000 1-168, 400, 000 
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Obligations by objects 











| 
| Fiscal year Fiscal year lr iscal year 1959, 
Object classification | 1959, presently | 1959, revised © | increase (4-) or 
j available estimate decrease (—) 
—- — _- ——- -t - - - a - ee 
11 Grants, subsidies, and contributions............_- uf $1, 872, 906, 704 ms $2, 041, 306, 704 | -+-$168, 400, 000 
| 





eee 


Mr. Tuomas. The committee will please come to order. 

We have with us again our friends from the Department of Health, 
Education, and Welfare. We have Mr. Roney, Director of the Bu- 
reau of Public Assistance. 

The supplemental request before the committee is for $168,400,000 
for grants to States for public assistance. 


GENERAL STATEMENT 


Do you have a statement for us? 

Mr. Roney. Yes. 

The Department of Health, Education, and Welfare is requesting 
a supplemental appropriation of $168,400,00 for grants to States for 
old-age assistance, aid to the dependent children, aid to the blind, 
and aid to the permanently and totally disabled. The regular appro- 
priation approved by the Congress for this purpose was $1,806,400,000. 

The need for a supplemental appropriation arises primarily because, 
subsequent to the approval of the regular appropriation, the Congress 
enacted legislation that amended the substantive provisions of the 
Social Security Act governing Federal financial participation in pub- 
lic assistance expenditures. These amendments, which became effec- 
tive on October 1, 1958, changed the formulas set forth in the Social 
Security Act so as to increase the percentage of total expenditures that 
will be met from Federal funds during the last 9 months of the fiscal 
year. The estimated increased cost due to the change in the Federal 
share of public assistance payments is $125,500,000. 

The balance of the supplemental request, that is $42,900,000, is due 
to a revision in the estimated number of recipients of aid to dependent 
children. During the 12 months ended with December 1958, the 
number of recipients increased at an average monthly rate of about 
29,000 as compared with an estimated monthly increase of 6,100 pro- 
jected in the regular 1959 appropriation request. The number of 
recipients in December 1958 was 2,850,000 and the estimate contem- 
plates an average of 2,860,000 for the fiscal year. 

I should like to mention that it has been unusually difficult both 
for the States and for us to estimate the total amount of Federal 
funds that the States will claim for the fiscal year. The 1958 amend- 
ments that I have mentioned were approved August 28, 1958, with 
an effective date of October 1, 1958. The time between the passage 
of these amendments and their effective date was too short for most 
States to put into effect changes in assistance standards and payments 
before November or December. In some States it will take consid- 
erably longer before the changes are fully effective. 

Attached to this opening statement is a summary table showing the 
erants requirements by quarter. 
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GRANTS TO STATES FOR PUBLIC ASSISTANCE, Fiscan YEAR 1959 


The summary presented below provides information on estimated requirements 
in relation to the regular appropriation. 


A. Total requirements: 
Estimated requirements based upon revised estimate of 
average number of recipients, average payments and 


Fee eee aioe es MOSS TR 2 $1, 974, 800, 000 
peeuiar annproprmation, 1000... GS 1, 806, 400, 000 
Estimated supplemental requirements..__..-__-.-.--- 168, 400, 000 
B. Requirements by quarter: 

Rites Geeees: seo Ceercet...... ee 449, 568, 487 
Absa erdute. DA euarier~ 5 oo ook 499, 830, 378 
timated strani,’ Gd enharier.< os ec leeet nls 509, 801, 135 
Estimated grants, 4th quarter._.__._..---.----...-.--. 515, 600, 000 
Total estimated requirements_._.__...---------------- 1, 974, 800, 000 
Rerulkr 1900 appropriation. oe. en 1, 806, 400, 000 
Ystimated additional requirements____--.----.--------- 168, 400, 000 


Mr. Tuomas. That was a nice statement. Thank you very much. 

I see that there is an increase in old-age assistance of $84,700,000; 
aid to dependent children, $68 million; aid to the blind, $3,200,000, 
and aid to the permenantly and totally disabled, $12,500,000 which 
makes an increase of $168,400,000, which brings the sum total for 
the fiscal year 1959 for all categories up to $1,974,800,000. 

Are those figures substantially correct ? 

Mr. Roney. That is correct. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. We will insert pages I, II, III, and IV in the record at 


werent 
he pages follow :) 


Socrat Security ADMINISTRATION 


GRANTS TO STATES FOR PUBLIC ASSISTANCE, BUREAU OF PUBLIC ASSISTANCE, FISCAL 
YEAR 1959 


nee a rs os a i ks at etl eh— ede dn iit $168, 400, 000 
MerormSation: ip Gates tk aici deeded pee nth te apple $1, 806, 400, 000 
Ghiinntiounate dan. O35 1000 iin ni gi leditedt tite dn ene eens $1, 449, 183, 059 
Mupenditares to Jan. 31, 1900... 6.5 ee nn once $1, 281, 010, 932 


BASIS FOR FEDERAL PARTICIPATION IN PUBLIC ASSISTANCE 


Four titles of the Social Security Act are directly concerned with public 
assistance. They provide for Federal grants-in-aid to all the States, the Dis- 
trict of Columbia, Hawaii, Puerto Rico, and the Virgin Islands for these 
purposes : 

Title I. Old Age Assistance. 

Title IV. Aid to Dependent Children. 

Title X. Aid to the Blind. 

Title XIV. Aid to the Permanently and Totally Disabled. 

The Social Security Amendments of 1958 authorized public assistance grants- 
in-aid to Guam. 

The programs are administered directly by a State, or by political subdivisions 
under the supervision of a State. 

As part of the social security system, the primary purpose of the public as- 
sistance programs is to provide needy persons with income to supplement their 
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own resources to enable them to secure the necessities of life, and to help them 
achieve the greatest economic and personal independence possible to them. 

The underlying characteristics of all four public assistance programs are 
these: They serve only needy people, and they are designed to meet each per. 
son’s need as determined individually in accordance with each State’s standards 
of assistance. All four titles require the State to consider the individual's other 
ineome and resources in making that determination. In this fundamental re- 
spect, these programs differ from other income-maintenance programs estab- 
lished under the Social Security Act. In determining an individual's rights to 
old-age and survivors’ insurance or unemployment compensation, for example, 
his eligibility and benefit payments are dependent on factors relating to previous 
earnings and employment. 

The Social Security Act defines the scope of Federal participation, but does 
not limit the breadth of State operations. The State may claim Federal money 
only to help needy people who are not inmates of public institutions (except 
as patients in public medical hospitals other than mental or tuberculosis hos- 
pitals), and who meet certain other eligibility conditions. The State’s pay- 
ments to assistance recipients for maintenance must be in the form of money. 
Medical costs may be included in the money payment or paid by the agency 
directly to the medical-care suppliers. The extent of Federal financial partici- 
pation is specified in the Social Security Act, as amended. The amount of the 
Federal grant is based on (1) expenditures for assistance in the form of money 
payments, (2) expenditures for assistance in the form of medical or remedial 
eare, and (3) costs of State and local administration. The Federal share is 
dependent upon and determined by the expenditures of the States according to 
the formulas specified in the Social Security Act. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


For the fiscal year 1959, the Congress approved an appropriation of $1,806,- 
400,000 for grants to States for old-age assistance, aid to dependent children, 
aid to the blind, and aid to the permanently and totally disabled. To meet 
requirements of States for this purpose for the fiseal year, it is estimated that 
a supplemental appropriation of $168,400,000 will be needed because of changes 
in Federal legislation (Public Law 85-840) raising the Federal share of assist- 
ance and an increase in the number of recipients of aid to dependent children 
beyond that anticipated when the regular appropriation was made. 

Under the provisions of the Social Security Act, all grants are certified to 
the Treasury Department prior to the beginning of a quarter unless there are 
instances of pending questions of conformity, unavailability of Federal funds, 
or failure of a State to submit necessary reports. Thus, the obligations of 
$1,449,183,059 through January 31, 1959, inelude obligations for grants to States 
for the quarters ended September 30, and December 31, 1958, as well as a 
major portion of the grants for the quarter ending March 31, 1959. Funds 
required for the quarter ending June 30, 1959, which include the supplemental 
request of $168,400,000, should be obligated for the entire quarter in March. 
April payments are due in the States between March 10 and March 20; May 
payments are due between April 10 and April 20; and June payments between 
May 10 and May 20. The system of grants established under the public assist- 
ance titles of the Social Security Act provides for advances to States on the 
basis of quarterly estimates and for adjusting the amounts granted by adding 
to or deducting from subsequent grants on the basis of the States’ actual ex- 
penditures. Thus, all grant operations are on a quarterly basis except that 
payments to States are scheduled in monthly installments. Any balance of 
funds not granted to States at the end of a fiscal year reverts to the United 
Sates Treasury. 


Justification of supplemental amount requested for grants to States for public 
assistance, fiscal year 1959 


Regular appropriation, 1959 fiscal year stints : $1, 806, 400, 000 
Supplemental appropriation requested, 1959 fiscal year______ 168, 400, 000 





isl 1, 974, 800, 000 

In accordance with the antideficiency provision in paragraph 2 of subsection 
fe) of section 3679 of the Revised Statutes, as amended, a report was made 
on September 8, 1958, to the President of the Senate and the Speaker of the 
House by the Director of the Bureau of the Budget. This report stated that 


Total budget estimate, 1959 fiscal vear 
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approval of the apportionment of grants to States for public assistance indicated 
the necessity for a supplemental appropriation. 


PROGRAM TRENDS 


The Department of Health, Education, and Welfare is requesting a supple- 
mental appropriation, under the provisions of titles I, IV, X, and XIV of the 
Social Security Act, of $168,400,000 for grants to States for old-age assistance, 
aid to dependent children, aid to the blind, and aid to the permanently and 
totally disabled, in addition to the regular appropriation of $1,806,400,000 previ- 
ously made available for this purpose. The need for a supplemental appro- 
priation arises primarily because, subsequent to approval of the regular appro- 
priation, legislation that increased the Federal share of assistance payments 
was enacted (Public Law 85-840). In addition, the estimated number of re- 
cipients of aid to dependent children, based on recent program trends, exceeds 
the number included in the estimate supporting the regular appropriation. The 
factors accounting for the supplemental request for 1959—all of which occurs in 
assistance payments—and the amount attributable to each factor are as follows: 


1. Additional needs based on recent program trends_—_~- _... +$42, 900, 000 
2. Additional costs resulting from 1958 amendments to public as- 

sistance titles, after giving account to decreases in cost result- 

ing from 1958 amendments to old-age, survivors, and disabil- 


ity insurance program... ....._............. ssiansaiismm abide = pacgntan cians +125, 500, 000 

Soi sachs essctnbee mace orden hae es soca ddsd ee ena Speeder +168, 400, 000 

Following is a brief statement about each of the items shown in the foregoing 
tabulation : 


Additional needs based on recent program trends.—Of the supplemental re- 
quest, $42,900,000 is due to the fact that the number of recipients of aid to de- 
pendent children was underestimated when the original 1959 budget estimates 
were prepared. 

From June 1957 through September 1958, the number of recipients of aid to 
dependent children increased by 373,000, an average monthly rate of almost 
25,000. The monthly rate of increase projected in the regular 1959 appropria- 
tion request was only 6,100, based on program trends through June 1957. 

Additional public assistance costs resulting from 1958 amendments to Social 
Security Act.—The 1958 amendments to the Social Security Act made changes 
in the formulas governing Federal financial participation in public assistance 
payments that increased the percentage of total expenditures for such payments 
to be met from Federal funds. Amendments to the old-age survivors, and dis- 
ability insurance provisions of the act, also enacted in 1958, will have the effect 
of reducing public assistance costs below what they would otherwise have been. 
The net effect of these amendments is an estimated increase of $125.5 million 
in the Federal share of public assistance payments. The largest part of the 
increase is due to the fact that the Federal Government will pay a larger percent 


. of assistance expenditures, so that the Federal amount would increase even if 


States did not increase the numbers of recipients or assistance payments. It 
is expected, however, that States will raise assistance payments, and that Fed- 
eral funds will thus be further increased. As assistance standards go up, more 
people will be eligible to receive aid and recipient loads also will thus be larger 
than they would otherwise have been. 


ADDITIONAL COSTS RESULTING FROM AMENDMENTS TO PUBLIC ASSISTANCE 
TITLES 


Mr. Tuomas. You say on page 3: 


Additional costs resulting from 1958 amendments to public assistance titles, 
after giving account to decreases in cost resulting from 1958 amendments to 
old-age, survivors, and disability insurance program, $125,500,000. 

These figures are your best estimates based upon your calculations. 
We will insert pages 6 and 7 in the record and 8 and 9. 

(The pages referred to follow :) 
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TABLE 2.—Old-age assistance: 


tstimates of total expenditures of the States for assist. 


ance payments and administration, and the Federal share thereof, for fiscal years 


1958 and 1959 





Fiscal year 
1958 actual 


Fiscal] year 
1959 estimate 


Increase (+) or 
decrease (—) 
1959 compared 


with 1958 
—— — — ——$$ $$ | |] — rts 
Amonnt for assistance and administration: 
a a ae she ctiniok = datens $1, 911, 216, 652 | $1. 995, 900, 000 +-$84., 683. 348 
el Si, me EE a $1, 058, 290, 011 | $1, 151, 100, 000 -+-$92, 809, 989 


Amonnt for assistance — ments: 








ee eed. Se seis dai ck iicis $1, 798, 374, 143 | $1, 882, 900, 000 + $84, 525, 857 
Federal share: | 
lita etd emit .-| $1, 002, 076, 981 | $1, 094, 600, 000 -+-$92, 523, 019 
Percent. | 55.7 58.1 ‘ : socket 
Amonnt for administration: 
Total. . iclelileet itt EEE, ape $112, 842, 509 $113, 000, 000 +$157, 491 
Federal share ‘ | $56, 213. 030 $56, 500, 000 -+-$286, 970 
Average monthly number of recipients... sea | 2, 481, 954 | 2, 442, 100 —39, 854 
Average monthly payments_._..- aie $60. 38 $64. 25 | +$3. 87 
i 





TABLE 3.—Atd to dependent children: 


Estimates of tot~l expenditures of the States 


for assistance payments and admini tration, and the Federal share thereof, for the 


fise l years 1568 and 1959 





} 
Increase (+-) or 


Purpose | Fiscal year Fiseal year decrease (—) 
1958 actual 1959 estimate | 1959 compared 
with 1958 

ee BS | ieee 
Amcunt for assistance and administration: | 

ee eee ee Pe $902, 950,934 $1, 061, 600, 000 +-$158, 649, 068 

Federal s’ are aii heescail $530, 872, 183 $633, 700, 000 +$102, 827, 817 
Amcunt for assistance payments: 

Trt). EPL AE $815, 195, 939 $961, 000,000 | +$145, 804, 061 
Federal s* are: | | 

BOW ou... SLi |} $486, 997, 394 $583, 490, 000 +$96, 402, 606 

0 a —T 59.7 | 60. 7 

Amount for administration 

ee ee ese ees Te fats | $87,754,995 | $100, 600,000 | +-€12, 845, 005 

Federal s‘are______.__. | $43, 874, 789 $50, 300, 000 | +-$6, 425, 211 
Average monthly number o if recipie nts: | 

Families a ; 679, 476 764, 000 +84, 594 

C’ ildren a 1, 945, 244 | 2, 188. 000 | +242, 756 

Pers-ns .._... 2, 541,950 | 2, 860, 000 | +318, 041 
Average mort'ly payments: 

Se lhc, Ett: LOPLI AEE LE TED . | $99, 08 $104. 89 | +-%4, 82 

Per person...._...- Mh dsbab Be dkta tea tad say | $26. 72 | $28. 00 | +$1. 28 


TABLE 4.—Atd to the blind: Estimates of totl expenditures of the Stotes for assist7nce 
payments and administration, and the Federal share thereof, for fiscal years 1958 





and 1959 


Amount for assistance and administration: 
Total. 5 ; 
Federal share _ 
Amount for assistance payments: 
Total. 
Federal share: 
Amount 
Percent. --_.. 
Amount for administration: 
Total. . 
Federal share - 3 
Average monthly number of recipients. : 
Average monthly payments_...___. 


Fisca] year 
1958 actual 


$92, 549, 367 
$44, 324, 738 


$85, 396, 735 | 


48.1 


ms $7, 152, 632 


$3, 242, 071 
| 108, “=: 
| $65. 73 


$41, 082, 667 | 


Fiscal year 
1959 estimate 


$97, 700, 000 
$48, 700, 000 


$90, 400, 000 


$45, 400, 000 | 
50.2 | 


$7, 300, 000 | 
$3, 300, 000 | 
108, 800 
$69. 25 





Inerease (+-) or 
| decrease (—) 
| 1959 comnared 

with 1958 


| 

+$5, 150, 633 
+$4, 375, 262 
+$5, 003, 226 
+$4, 317, 333 


| 
+$147, 368 
+$57, 929 
+536 
+$3. 52 





TABI 
tw’ 
sh 


Amo 


Amo 


Am 


Ave 
Ave 


assist. | 
l years | 


(+) or 
se (—) 
mpared 








-) or 
(—) 
‘red 


), 633 
, 262 


, 226 
, 333 


-536 
3. 52 
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TABLE 5.—Aid to the permanently and totally disabled: Estimates of total expendi- 
tures of the States, for assistance payments and administration, and the Federal 


share thereof, for fiscal years 1958 and 1959 





| 
Increase (+) or 








} 
Purpose | Fiscal year | Fiscal year decrease (—) 
| 1958 actual 1959 estimate | 1959 compared 
| with 1958 
| | 
Amount for assistance and administration: 
ee ee oe serene Al OL $238, 236,668 | $200, 500,000 | +$52, 263, 332 
I nd a ee iaaeereee $124, 639,773 | $158, 800, 000 +$34, 160, 227 
Amount for assistance payments: 
ee oe eg te eupeetnanananaadbanae $212, 209, 016 $260, 700, 000 +$48, 490, 984 
Federal share: 
PT cn eke rhs emicnaes nite ais intel shaietemteenitdieenteeienmatE $111, 661, 922 $143, 900, 000 +-$32, 238, 078 
cS 8 ala matiSaiechcereiemmenn naman 52.6 SS Eeccaseceuiedbaaes 
Amount for administration: 
a a cil eaten $26, 027, 652 $29, 800, 000 +$3, 772, 348 
DANO disc Aide dubs dedundednccaccenccssacuce $12, 977, 851 $14, 900, 000 +$1, 922, 149 
Average monthly number of recipients............-.--.- 295, 056 336, 000 +40, 944 
$59. 93 $64. 65 +$4.72 


Average monthly payments._-......-...--.--.-.----.---- 





Mr. Tuomas. How far off do you think your estimates are? 

Mr. Roney. As far as we can tell they are realistic. 

Mr. Tuomas. You made these estimates about 60 or 90 days ago? 

Mr. Roney. Yes. 

Mr. Tuomas. Has your experience in the month of February in- 
dicated any slight error in your estimates? 

Mr. Roney. They still seem to be approximately right, except I 
should say it is particularly difficult this year because of the State 
legislatures being in regular session. If they change State appropria- 
tions, this can immediately affect the amount of Federal participation. 
It is hard to predict. 

Mr. Tuomas. You must act accordingly with your matching funds? 

Mr. Roney. Yes. 

Mr. Tuomas. These are no-year funds, or are they all fiscal year 
1959? 

Mr. Truetson. Fiscal year 1959. 

Mr. Tuomas. This is cash. It is not out of your revolving fund. 
This is your appropriation language : 

For an additional amount for “Grants to States for public assistance.” 


If you have any left over it goes back to the Treasury? 

Mr. Truetson. That is right. 

Mr. Jonas. You would say it is undoubtedly true that the funds re- 
quired for this program would have been considerably larger had not 
the most recent amendments to the Social Security Act gone into 
effect ? 

Mr. Roney. Undoubtedly. For example, $125,500,000 is attributa- 
ble to the new amendments, and that estimate is lower by about 
$12,500,000 than it otherwise would have been had not the social se- 
curity old-age and survivors insurance amendments been passed Then 
there is the regular effect that the social security program of old-age 
and survivors insurance is having on old-age assistance right along. 
The number of recipients is slowly going down. Even in the face of 
rising aged population it is going down. The rate per thousand of 
aged population, for example, of persons receiving old-age assistance 
is continually going down. 
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Mr. Jonas. How about the number of beneficiaries ? 

Mr. Roney. The number is slowly going down. About 2,000 a 
month for the Nation through the year. One of the factors is with 
those remaining old-age assistance the payments are larger, so you 
have an offsetting factor there. 

Mr. Jonas. So you would say it is undeniably true that the funds 
required for this program would have been considerably larger had 
not the most recent amendments to the Social Security Act gone into 
effect ? 

Mr. Roney. Undoubtedly. 

Mr. Tuomas. Thank you very much. 


TueEspay, Marcu 3, 1959. 
GRANTS TO STATES FOR MATERNAL AND CHILD WELFARE 
WITNESSES 


MRS. KATHERINE B. OETTINGER, CHIEF, CHILDREN’S BUREAU 

DR. ARTHUR J. LESSER, DIRECTOR, DIVISION OF HEALTH SERVICES, 
CHILDREN’S BUREAU 

GORDON FORTNEY, ADMINISTRATIVE OFFICER, CHILDREN’S BU- 
REAU 

WILLIAM L. MITCHELL, COMMISSIONER OF SOCIAL SECURITY 

ROY L. WYNKOOP, ADMINISTRATIVE OFFICER, OFFICE OF COMMIS- 
SIONER 


Program and financing 


| Presently 








Revised 
available, estimate, Increase 
1959 1959 
Program by activities:} 
1. Maternal and child health services._....... $16, 500, 000 $16, 500, 000 |_____. : 
2. Crippled children’s services. ............... 15, 000, 000 16, 500, 000 $1, 500, 000 
3. Child welfare services... ___._- 12, 000, 000 12, 000, 000 oe 
New obligational authority -._- 43, 500, 000 45, 000, 000 1, 500, 000 
New obligational authority: f 
III ES oe Blk cinta bimanp liane ace 43,500,000 | 43,500,000 |___- ee 
Supplemental required for crippled children’s services -. Saadcneoul 1, 500, 000 1, 500, 000 
Appropriation (adjusted) -........-- in 43, 500, 000 45, 000, 000 1, 500, 000 
Object classification 
a cerns lcalta tas nset cepacia ilbianioriiaieataasiakinaiaias niet scheme ee 
Presently Revised 
| available, estimate, Increase 
1959 1959 
11 Grants, subsidies, and contributions...................... $43, 500.000 | $45, 000, 000 | $1, 500, 000 


Mr. THomas. We will now hear the Children’s Bureau for grants 


to States for maternal and child welfare. 


You are asking for a supplemental of $1,500,000. 
propriation was $43,500,000. 
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GENERAL STATEMENT 


Your prepared statement will be inserted in the record at this point. 
(The statement follows :) 


OPENING STATEMENT BY CHIEF OF CHILDREN’S BUREAU, SoctaL SECURITY ADMIN- 
ISTRATION, 1959 SUPPLEMENTAL ESTIMATE FOR GRANTS TO STATES FOR MATERNAL 
AND CHILD WELFARE, CHILDREN’S BUREAU 


This proposed supplemental appropriation of $1,500,000 is to provide emergency 
funds exclusively for services to children with congenital heart disease under the 
program of services for crippled children as provided under title V of the Social 
Security Act, as amended. Recent advances in medical techniques have made it 
possible to save the lives of many children with congenital heart disease pre- 
viously considered incurable. The increase in the number of children seeking 
treatment has resulted in a serious backlog of applications. 

Under title V of the Social Security Act the Bureau administers grants to 
States for three programs: Part 1, maternal and child health services; part 2, 
crippled children’s services; part 3, child welfare services. For these programs 
the Bureau develops policies, reviews and approves State plans and budgets and 
provides technical assistance to State agencies in carrying out their plans. 

The grants to the States for services for crippled children are for the purpose 
of “enabling each State to extend and improve * * * services for locating crip- 
pled children, and for providing medical, surgical, corrective and other services 
and care, and facilities for diagnosis, hospitalization and aftercare for children 
who are crippled or who are suffering from conditions which lead to crip- 
pling *.% %.” 

The appropriation for grants to States for services for crippled children for 
the current fiscal year is $15 million. 

The social security amendments of 1958, enacted August 28, 1958, increased 
the annual authorization for grants for crippled children’s services from $15 
million to $20 million, thereby making possible an increase in the appropriation. 

It is proposed that the supplemental appropriation requested be earmarked for 
services for children with congenital heart disease. To insure the most effective 
utilization of the funds it is also preposed that the appropriation remain avail- 
able until June 30, 1960. 

It has been estimated that about 50,000 infants are born each year with some 
form of congenital heart disease. In testimony before the House Ways and 
Means Committee concerning the 1958 amendments to the Social Security Act, it 
was stated that it is now possible to cure 80 percent of these children by surgery. 
If not treated, many congenital malformations of the heart are fatal. The num- 
ber of children with congenital heart disease receiving medical services under 
the State crippled children’s programs has increased sharply since 1950, from 
2,000 in that year to 8,000 in 1956 and 10,000 in 1957. The number of children 
seeking care is increasing in response to the development of new operations, 
particularly open-heart surgery, for types of congenital heart disease hitherto 
considered inoperable. The cost of care is high, averaging about $2,500 for 
children receiving open-heart surgery. 

The development of an operation for so-called blue babies a little over 10 
years ago made possible for the first time successful treatment of one type of 
congenital heart disease. This was followed by additional new surgical pro- 
cedures, the latest being the open-heart surgery technique. This most recent 
and dramatic surgical procedure has resulted in rapidly increasing applications 
for the care of children with types of congenital heart disease not hitherto oper- 
able. Since not all States have the specially trained physicians and equipped 
hospitals to do this work, special project grants in the amount of $330,000 have 
been made to five States to pay for the care of out-of-State children in special 
cardiac centers. These funds are being used to provide services to children from 
any State who for one reason or another cannot get care in their own State. 
These usually are the most complicated cases. These centers are located in 
California, Illinois, Maryland, Minnesota, and Texas. 

The five regional heart cénters have exhausted all of the funds made available 
for 1959 because of the large number of cases admitted for care to date. No 
new cases can be accepted during the remainder of the year. If a supplemental 
appropriation of $1.5 million becomes available, 25 percent or $375,000 would be 
alloted for special project grants to the five States having regional heart centers. 
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The remainder would be distributed to the States in accordance with established 
procedures to purchase care for children with congenital heart disease at 
facilities within their own State and from the regional heart centers. At least 
13 States (other than those with regional centers) have hospitals which are now 
doing open-heart. surgery, and the number is increasing. We are now in a period 
of the most rapid growth in requests for these services as knowledge about 
these operations becomes more widespread. Without additional funds the back. 
log of cases will continue to grow rapidly and for some of the children delay 


may be fatal. 

Mrs. Orrrineer. We are seeking a supplemental that will be ear- 
marked for children with congenital heart disease, and to assure its 
most effective utilization we propose this appropriation remain avail- 
able until June 30, 1960. 

Mr. Tuomas. You want this appropriation to remain through the 
fiscal year 1960? 

Mrs. Orerrincer. Yes. 

Mr. Tuomas. Tell us about the Bureau and what you are doing, 
You are doing a great work. What is your workload? What is the 
national scope? How much progress are you making and so forth? 

Mrs. Oettincer. We will concentrate on the crippled children since 
the congenital heart disease situation is a part of that program. We 
have $15 million for the program. This is distributed to the States 
in accordance with the formula. These children who are served 
under the crippled children’s program are not only suffering from 
orthopedic defects, but many other crippling conditions. 

Mr. Txomas. How much money does the average State put up per 
child? 

Mrs. Oerrtncer. By mandate every State must put up $1 for each 
dollar of the Federal A fund in its apportionment. Then there are 
special funds for special projects called the B fund, which amount 
to about half of the total of the $15 million appropriation. 

Dr. Lesser. May I interpolate? Although in the aggregate the 
States are required to match one-half of the $15 million, actually 
last vear the expenditures for this program by the States amounted 
to $52 million in Federal, State, and local funds. Of this money, 
$15 million was Federal funds. 

Mr. Tuomas. Suppose that you have a case in X State. Is there 
any limit to the amount of funds you will spend on that particular 
case ? 

Dr. Lesser. No. That is left up to the State crippled children 
agency to make its decision. 

Mr. Tuomas. As long as the agency thinks it can do the job they 
do it? 


Dr. Lesser. Yes. It is all in accord with their approved State plan. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Tromas. We will insert mto the record pages 1 and 2 of the 
justifications; also 5 and 6. 
(The pages referred to follow :) 


GRANTS TO STATES FOR MATERNAL AND CHILD WELFARE 


“For an additional amount for ‘Grants to. States for maternal and child wel- 
fare’, $1,500,000, to remain available until June 30, 1960: Provided, That the 
limitation under this head in the Department of Health, Education, and Welfare 
Appropriation Act, 1959, on the amount available for services for crippled chil 
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dren is increased from ‘$15,000,000’ to ‘$16,500,0000’: Provided further, That the 
foregoing amount shall be avaiiable to and capended by the States only for the 
purpose of providing necessary services to children with congenital heart disease: 
Provided further, That the allotments made to the States out of such $1,500,000, 
shall otherwise be deemed part of their allotments under title V, part 2, section 
512:0f-the Social Sceurity Act, as amended (42 U.S.C,, ch. 7, subch. V) (Depart- 
ment of Health, Education, and Welfare Appropriation Act, 1959).” 


Appfopriated, 1060... J0 oo calli Ll tees $43, 500, 000 
Supplemental estimate, 1959_._......----------~--.~-------------- 1, 500, 000 
SB) gle NMR a Ey AE oS ad SE 45, 000, 000 


EXPLANATION OF LANGUAGE 


It is proposed that this supplemental appropriation remain available until 
June 30, 1960, to insure the most effective utilization of the funds for the purpose 
for which they are earmarked. 

The first proviso “Provided, that such $1,500,000 shall be available to and ea- 
pended by the States only for the. purpose of providing necessary services to 
children with congenital heart disease:” is to insure that the additional funds 
are used only for the care ef children with congenital heart disease. 

The second proviso “Provided further, that the ailotments made to the States 
out of such $1,500,000 shall otherwise be deemed part of their allotments under. 
Title V, part 2, section 512 of the Social Security Act, as amended (42 U.S.C., 
ch. 7, subch. V.)” is inserted to insure that State expenditures otherwise available 
for matching and coming within the definition of the State crippled children’s 
plans may be used to match Federal funds made available by this supplemental. 
Eligible matching funds, therefore, would not be limited to State expenditures 
for congenital heart services. 


JUSTIFICATION FOR 1959 SUPPLEMENTAL REQUEST 


The legal authority under which the Children’s Bureau serves the children of 
the United States is contained in the basic act of April 9, 1912, creating the 
Bureau (42 U.S.C., ch. 6) and in title V of the Social Security Act under dele 
gations by the Secretary of the Department of Health, Education, and Welfare 
and the.Commissioner of Social Security (42 U.S.C., ch. 7, subch. V). 

Under title V of the Social Security Act the Bureau administers grants to 
States for three programs: Part 1, maternal and child health services; part 2, 
crippled children’s services; part 3, child welfare services. For these programs 
the Bureau develops policies, reviews and approves State plans and budgets, and 
provides technical assistance to State agencies in carrying out their plans. 

The grants to the States for services for crippled children are for the purpose 
of “enabling each State to extend and improve * * * services for locating crip- 
pled children, and for providing medical, surgical, corrective, and other services 
and care, and facilities for diagnosis, hospitalization, and aftercare for children 
who are crippled or who are suffering from conditions which lead to 
crippling * * *.” 

The appropriation for grants to States for services for crippled children for 
the current fiscal year is $15 million. 

The Social Security Amendments of 1958, enacted August 28, 1958, increased 
the annual authorization for grants for erippled children’s services from $15 
million to $20 million, thereby making possible an increase in the appropriation. 

A supplemental appropriation is requested for crippled children’s services for 
1959 of $1.5 million, to be earmarked for services for children with congenital 
heart disease. To insure the most effective utilization it is proposed that the 
funds appropriated remain available until June 30, 1960. This supplemental 
appropriation is proposed to meet emergent needs in the crippled children’s pro- 
grams of the States in relation to children with congenital heart disease. 

It has been estimated that about 50,000 infants are born each year with 
some form of congential heart disease. In testimony before the House Ways 
and Means Committee concerning the 1958 amendments to the Social Security 
Act, it was stated that it is now possible to cure 80 percent of these children by 
surgery. If not treated, many ¢ongenital malformations of the heart are fatal. 
The number of children with congenital heart disease receiving medical services 
under the State crippled children’s programs has increased sharply since 
1950, from 2,000 in that year to 8,000 in 1956 and 10,000 in 1957. The number 
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of children seeking care is increasing in response to the development of new 
operations, particularly open-heart surgery, for types of congenital heart disease 
hitherto considered inoperable. The cost of care is high, averaging about $2,500 
for children receiving open-heart surgery. 

The development of an operation for so-called blue babies a little over 10 
years ago made possible for the first time successful treatment of one type of 
congenital heart disease. This. was followed by additional new surgical pro- 
cedures, the latest being the open-heart surgery technique. This most recent 
and dramatic surgical procedure has resulted in rapidly increasing applications 
for the care of children with types of congenital heart disease not hitherto 
operable. Since not all States have the specially trained physicians and equipped 
hospitals to do this work, the Children’s Bureau has made available special 
project grants to five States to pay for the care of out-of-State children in 
special cardiac centers. 

In addition to regular allotments of funds for this fiscal year, $330,600 is 
provided for use in five regional heart centers for children from any State 
who for one reason or another cannet get care in their own State. These usually 
are the most complicated cases. These centers are located in California, THli- 
nois, Maryland, Minnesota, and Texas. 

The five regional heart centers*have exhausted all of the funds made avail- 
able for 1959 because of the large number of cases admitted for care to date. 
No new cases can be accepted during the remainder of the year. If a supple- 
mental appropriation of $1.5 million becomes available, 25 percent or $375,000 
would be allotted for special project grants to the five States having regional 
heart centers. The remainder would be distributed to the States in accord- 
ance with established procedures to purchase care for children with congenital 
heart disease at facilities within their own State and from the regional heart 
centers. At least 13 States (other than those with regional centers) have hos- 
pitals which are now doing open-heart surgery, and the number is increasing. 
We are now in a period of the most rapid growth in requests for these services 
as knowledge about these operations becomes more widespread. Without addi- 
tional funds the backlog of cases will continue to grow rapidly and for some 
of the children delay may be fatal. 


REASON FOR PROPOSED SUPPLEMENTAL FOR 1959 


Mr. Tuomas. Your language is somewhat ambiguous. The $1,500.- 
000 is not going to your five regional centers. Only $375,000 is going 
to your five regional centers, and the remainder of the S1, 500,000 goes 
to your various States. But your $375,000 goes to your five hospitals 
which are located in Texas, Minneapolis, Maryland, iiuess, and 
California. 

You say on page 5 of your appropriations: 

A supplemental appropriation is requested for crippled children’s services for 
1959 of $1,500,000, to be earmarked for services for children with congenital 
heart disease. To insure the most effective utilization it is proposed that the 
funds appropriated remain available until June 30, 1960. This supplemental 
appropriation is proposed to meet emergency needs in the children’s programs of 
the States in relation to children with congenital heart disease. 

Why a supplemental if you want it to remain available for the 
next year? Should you not go to the regular committee for this 
fund # 

Mrs. Oerrincer. Well, sir, the necessity is immediate, and also the 
carrythrough makes a more effective way of taking care of these cases 
because they must be worked up by delicate diagnosis and scheduled 
for operation. Also, the kind of personnel that work on this heart 
operation are so extended. There are sometimes as many as 18 people 

on a team that work to do one single open-heart operation. This 
means that we have not only medical personnel but engineering per- 
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sonnel to work the new heart pump and much of the auxiliary per- 
sonnel needed to create this total team are difficult to find. 


TENTATIVE APPORTIONMENT OF FUNDS FOR GRANTS, 1959 


Mr. Tuomas. With reference to the table beginning on page 7 of 
the justifications, 1 wonder if it would not be helpful to add another 
column or columns and give a breakdown of the tentative apportion- 
ment of both the funds now available and those requested in this 
supplemental estimate for 1959. 

r. Ketxty. Would you like us to restrict that to the crippled 
children ? 

Mr. Tuomas. Put all three of your programs in there. 

Mr. Ketry. Yes. 

(The information follows :) 
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Grants to States for maternal and child welfare, 1959 
































Services for crippled children Mater- Child 
ee ie naland | welfare 
child serv ices 
State Supplemental request health funds Total 
ese * Total services | available 
available funds | 
Fund A!) FundB?)| Total | available | 
Alabama..-..__. $15,704) $15, 541 $31, 245) $452, 479! $483. 724| $517,305) $344, 621/$1, 345, 650 
Alege 2... 422825. 753 2, 500, 3, 253) 193, 748} 197, 001} 133, 314} 57, 391 387,706 
RE ccienc scion 5, 401 2, 500} 7, 901) 91, 108) 99, 009 156, 693 122, 972 378, 674 
Arkansas. -.---.. 8. 541 8, 635 17,176; 249, 222) 266. 398; 275,621) 233, 736 775, 755 
California... .....- : 55, 142 4, 693: 59,835) 745,022) 804, 857| 807,843) 442.416) 2, 055, 116 
Colorado - - - --- pil 7, 220 2, 500} 9, 720 208,837} 218, 557 329,447) 141, 822 689, 826 
Connecticut ----.-.- 8. 901) 2, 500 11, 401) 213. 640 225, 041) 246, 266 109, 409 580. 716 
Delaware... | 1, 785) 2, 500 4 285 95, 742! 100, 927 104, 245) 63, 386) 267, 6458 
District of Columbia_| 2, 839) 2, 500! 5,339! 171.677| 177,016! 292,564| 40,000) . 429, 580 
Florida. } 16, 028) 7, 805 23, 833) 278. 895 302, 728 434, 741 252,784; | 900, 253 
Georgia....--- oll 18, 415) 17, 174| 35, 589; 444, 563 480, 152 460,840; 395,019) 1, 336, O11 
Hawaii-_---.-.--- : 2, 735} 2, 500 5, 235} 137, 996} 143, 231) 157, 821) 68,480} 369, 532 
STs, cxcnce 3, 106} 2, 500] 5,606} 108,553) 114,159] 139,063) 99,645) 352, 867 
et 38, 604) 4, 439) 43, 043 454, 170 497, 213) 474, 135 360, 182) 1, 331, 530 
eaten | 19, 713) 8, 886) 28, 599 300, 340 328, 939) 315, 074 315, 219 959, 232 
PO Sc heenees 12, 064! 7, 514} 19, 578 288,363) 307, 941 240, 533 255,135) 804, 609 
Saray 9, 132} 4, 061) 13, 193 217, 931 231, 124 187, 131 185, 539 603, 794 
I a aa 14, 464 14, 875 29, 339) 384, 531) 413 870 353. 476 357, 108) 1, 124, 454 
Louisiana.-__......- | 15, 113} 11, 395! 26, 508 358, 232 384 740 345, 565 289, 400) 1, 019, 705 
EE eS ee 4, 091) 2, 500 6, 591 113, 120, 148 130, 617 107, 254 358, 021 
Maryland .........- | 12, 273) 2, 500 14, 773) 263, 35% 278, 126 389, 775 174, 638 842, 539 
Massachusetts _....-| 19, 180) 2, 500) 21,680) 308, 330 623) 423,731 146,037! 900, 391 
Michigan ........ | 34, 432) 9, 425 43, 857} 498, 542, 756 553, 808 402, 859) 1, 449, 423 
Minnes»ta ssnaiai dee 14, 742) 8, 496) 23, 238 55, 444 478, 682 373, 423 281, 272} 1 133, 377 
Mississippi_.......- | 11, 357) 13, 863 350, 229 375, 449 355, 291 314, 603) 1, 045, 433 
Missouri... ...... 17. 268 8. 165 291, 882 317,315} 332, 986 281, 960 932, 261 
Montana | 3, 060 2, 500 151, 222 156, 782 112, 649 99, 520 368, 961 
Nebraska__- 6, 165! 2, 500! 134, 687 143, 352 127, 124 150, 204 420, 680 
Nevada... 1, 113) 2, 500 88, 039 91, 652 155, 988 56, 485 304, 225 
New Hampshire. 2, 329 2, 500) 98,660) 103,489) 103,179 73, 392) 280, 060 
New Jersey 21, 579 2, 500) 206, 452 230, 531 239, 497 139, 125 609, 153 
New Mexico...-.. | 4, 416 2, 500 160, 896 A 478, 448 
New York z 61, 504 2, 500) 549,913 1, 749, 824 
North Carolina. | 21, 927 24, 767 580, 574 1, 751, 989 
Nerth Dakota. | 3, 164 2, 500 103, 686 337, 904 
Ohio... 39, 357 12, 858 495, 213 1, 693, 763 
Oklahoma 9, 932 6, 020 247, 838 704, 673 
Oregon 7, 521 2, 500 168, 725 492, 722 
Pennsylvania___. 45, 036 18, 271 645, 656 1, 991, 904 
Puerto Rico 14, 023 5, 446 386, 432 1, 108, 161 
Rhode Island __- 3, 268 2, 500 102, 751 314, 397 
South Carolina 12, 412 13, 061 343, 282 1, 046, 520 
South Dakota 3, 268 2! 104, 279 330. 659 
‘Tennessee 16, 121 5, 3 452, 070 1, 336, 484 
Texas ; 42, 185 5, 85 779, 074 2, 112, 940 
Utah 4, 381 2, 500) 110, 345 348, 989 
Vermont 1, 657 2, 500 92, 125 274, 745 
Virgin Islands | 139 2, 500 86, 237 : 223, O81 
Virginia 17, 060 13, 208 391, 266 21, 534 434,233) 362, 599) 1, 218, 366 
Washington | 11, 578 2, 960 72, 887 187, 425 265, 546 191, 674 644, 645 
West Virginia 9, 526 8, 769 257, 074 275, 369 214, 802 254, 480 744, 651 
Wisconsin 16, 793! &, 582 320,893! 346,268!) 321,564 291,803} 959, 635 
Wyoming 1, 483 2, 500 92, 368 96,351} 101,829) 65,038] 263, 218 
Total exclu- | 
sive of re- } | 
serve fund B 750,000) 375,000) 1, 125, 000/15, 000, COO) 16, 125, 000! 16, 500, 000! 12, 000, 000/44, 625, 000 
Reserve fund B in | | : 
supplemental) -- 375,000} 375, 000) 375, 000 375, 000 
Total... | 750, 000 750, 000} 1, 500, 000} 15, 000, 000) 16, 500, 000) 16, 500, 000) 12, 000, 000} 45, 000, 000 
| 


' 


! The distribution of fund A (grants under sec. 512(a) of title V of the Social Security Act) is proportional 
to the number of children under age 21. Fund A must be matched by the States 

? One-half of the fund B (grants under sec. 512(b) of title V of the Social Security Act) will be reserved for 
special project grants to the 5 States having regional heart centers. The remainder will be distributed in 
proportion to the initial fund B apportionment for 1959 with no State receiving less than $2,500. 


Mr. Botanp. Does the National Institutes of Health engage in this 
kind of work? 

Mrs. Ortrincer. This is actual treatment. The National Institutes 
of Health do not undertake this practical medical care. 
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Mr. Botanp. Where is the regional hospital in Maryland? 
Mrs. Oerrincer. Johns Hopkins in Baltimore. 
Mr. Botanp. Thank you very much. 


USE OF FUNDS*IN THE STATES 


Mr. Bow. I would like to inquire as to the breakdown of how this 
money is used. It is a very fine objective, but just how is the money 
used. Whom does it go to and how is it.distributed ? 

Mrs. OrtTrinGer.. You mean the total $15.million ? 

Mr. Bow. Yes. 

Mrs. Orertincer. The total $15 million is distributed to the States. 

Mr. Bow. All right. 

Mrs. Ortrincer. According to a formula. 

Mr. Bow. We have a list here of the States and the amounts they 
receive. How dothe States use the money ? 

Mrs. Oerrincer. The States use the money for crippled children 
in an expanded definition of a crippled child, so that each State may 
determine what categories of crippled children they will take care of. 


HEART OPERATION PAYMENT 


Mr. Bow. In the case of these operations for heart are the funds 
used for the payment of the physician and the hospitals? 

Mrs. OerrinGer. All those things. 

Mr. Bow. Now, are these funds used for all cases? 

Mrs. Ozrrincer. They are used for cases who can pay nothing, and 
for cases who can pay part. Each State makes its own determina- 
tion through their professional staff as to how much each family can 
pay. Some of these very expensive operations amount to as much as 
$2,500, and it is difficult for a man with a large family, or even a 
small family, to meet such an emergency were So they work to- 
gether on determining what the maximum the family can pay toward 
their own help in this case. 

Mr. Bow. Is there a difference in the various States? I see these 
centers are in California, Minnesota, Texas, and so on, and is there 
any difference in the various States as to the cost of these heart opera- 
tions ¢ 

Mrs. Orrrincer. There are some variations. 

Mr. Bow. Could you tell us what they are? 

Mrs. Oerrrncer. I think we could give it to you specifically, 

Dr. Lesser. The States determine their own fee schedules. In Min- 
neapolis it has been determined that the average open heart opera- 
tion, the most expensive type, costs about $9,500. The other States 
have not had enough experience to find out the average cost, but some 
States pay lower fees to the doctors than others. 

Mr. Bow. Can you give us the amounts paid in those other States? 

Dr. Lesser. I can supply that for the record. 

(The information follows :) 
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Average payments by crippled children’s agencies for open heart surgery 


Minnesota______- cane ee oor! <i. . Mott Pulos i _.... $2, 500 
a ce cemented ow SIE bey tus ii dbdadine 2, 400 
a ae a eins, Sn 
i ai sols ee ee ees Ss +1, 250 


IO 6ssesetc sero ace ee cree ae * 2, 500 


+ Represents payments made by crippled children’s agencies and does not cover full costs 
of operations. 
2 Hstimated under revised schedule. 


Mr. Bow. When we speak of Minnesota and a heart operation that 
costs $2,500, what does that include? Does it include the entire cost 
of hospitalization, the operating room, the staff, or is it a fee toa 
particular physician who does the heart work ? 

Dr. Lesser. This includes the cost of hospital care, the cost of 
special nurses, the cost of oxygen, the cost of special equipment in 
the operating room,.the fee for the physicians, and any other fees 
which are a part of the hospital care of the child. 

Mr. Bow. In other words, this is the total cost that will be paid? 

Dr. Lesser. Yes. That is true on the average. This is the most 
expensive type of operation. 

Mr. Bow. But you do not have the figures for this type of operation 
for the other States? 

Dr. Lesser. Not as yet; no, sir. It may be less in some States. 
The average cost of surgery, including all kinds of surgery, open heart 
and closed heart, for various kinds of congenital heart disease seems 
to be running about $1,500 per case. 

Mr. Bow. That is the average? 

Dr. Lesser. Yes. 

Mr. Bow. For the total overall? 

Dr. Lesser. Yes. 

Mr. Bow. Can you tell us what the fee would be for the surgeon 
who handles such an operation ? 

Dr. Lesser. 1 would have to look that up. 

Mr. Bow. Would you submit it for the record, please ? 

Dr. Lesser. Yes. 

(The information follows:) 


Surgeon's fees for open-heart surgery 


Minnesota__ sae idcneacy ee i Taree ; 200 
TN ce reseie aren 350 | Maryland .. , 850 
Illinois___ Sl ar 1h 


1 Under revised schedule. 


Mr. Bow. Are these centers private hospitals or public hospitals? 

Dr. Lesser. The University of Minneapolis, I think, is a voluntary 
hospital, but it receives State support. Others are private hospitals, 
voluntary hospitals. In California both the University of California 
and Stanford are private. 

Mr. Bow. These are two hospitals in California that can handle 
these cases ? 

Dr. Lesser. Yes. There are more, in fact. There are two in San 
Francisco, the University of California at Los Angeles, and Los 
Angeles. These are teaching hospitals associated with medical schools. 

Mr. Bow. How many in the State of Illinois? 





cag 
chi 


at 


to 


ce 


ry 

2, 500 
2, 400 
1, 100 
1, 250 
2, 500 
1 costs 


that 
: cost 
toa 


st of 
nt in 
fees 


aid ? 
most 


ition 


ates. 
1eart 
pems 


veon 


200 
7350 


als? 
tary 
tals, 
rnia 


ndle 
San 


Los 
ols. 


657 


Dr. Lesser. In Illinois the Children’s Memorial Hospital in Chi- 
cago and I believe they are using the Wesley Memorial for the older 
children, over the age of 15. 

Mr. Bow. So there are two in Llinois? 

Dr. Lesser. Yes. 

Mr. Bow. And Maryland ? 

Dr. Lesser. Johns Hopkins. 

Mr. Bow. Just the one? 

Dr. Lesser. Yes. 

Mr. Bow. How about Texas? 

Dr. Lesser. In Texas it is the Children’s Hospital in Dallas. 

Mr. Tuomas. One of the greatest heart specialists in the world is 
at Baylor College in Houston. 

Dr. Lessrr. Yes. 

In Texas with the request for increased funds they are supposed 
to begin to use that hospital. 

There are many other hospitals in the country that are doing ex- 
cellent work. 

MATCHING OF FUNDS BY THE STATES 


Mr. JenseN. Have the States indicated that they are ready to match 
these funds? 

Dr. Lesser. Yes. This language will provide in the aggregate one- 
half of it will be matched with State crippled children’s funds and 
the table of apportionment indicates how much each State would 
have to match. That is the fund A account, and the States are all 
prepared to do this with possibly one or two exceptions. 

Mr. Jensen. And they have made application for this much more 
than you have available for the fiscal year 1959? 

Dr, Lesser. Well, virtually all of them provide more State moneys 
than is actually needed to match the Federal funds, so they have these 
funds. ‘The States are appropriating in excess of the required mini- 
mum for Federal matching, so they have available matching money. 

Mr. Jensen. This is one place where most of us have been very 
liberal in appropriating funds for these unfortunate children. I have 
leaned over backward to be liberal in this instance, but on the other 
hand, the reason I asked the question is I wanted to make sure and 
have in the record that the States are ready and willing to match the 
funds that we might appropriate to this extent. 

Dr. Lesser. Yes; they have so indicated. 

Mr. Jensen. That is all. 

Mr. Jonas. In your regular children’s program, not this special 
heart program, what is the age limit of eligibility, 21? 

Mrs. Oerrincer. Twenty-one. 

Mr. THomas. Thank you very much. 
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OFFICE OF THE SECRETARY 
SALARIES AND EXPENSES, OFFICE OF FIELD ADMINISTRATION 
WITNESS 
CHESTER B. LUND, DIRECTOR 


Program and financing 





t 
}1959 presently| 1959 revised | 1959 increase 








| available estimate (+) 
Program by activities: | 
1. Field administration. bite ; . $1,845,159 | $1,948, 159 +$98, 000 
2. Grant-in-aid audits -- ; 1, 297, 500 | 1, 297, 500 s 
3. State merit systems. ve 219, 250 | 219, 250 | 
Supplemental required for pay imcrease.........-...-..-.. — 262, 000 +-262, 000 
Total operating costs _. 3, 089, 909 3, 459, 909 | +360, 000 
Relation of costs to obligations: Costs financed from obli- | 
gations of other years, net... ____- a ad --} —21, 909 —21, 900 
Total program (obligations) -_- ; . 3, 078, 000 3, 438, 000 +360, 000 
Financing: ., 
Advances and reimbursements from Federal old-age and 
survivors insurance trust fund _- —720, 000 —818, 000 —98, 000 
Increase in OASI limitation due to pay increase _..--.--- é — 63, 000 —63, 000 
New oblivational authority - - 2, 358, 0CO 2, 557, 000 +199, 000 
New obligational authority: Appropriation (adjusted). -__.._.| 2, 358, 000 2, 557, 000 +199, 000 


{ 


Odject classification 


/1959 presently! 1959 revised | 1959 increase 


available | estimate | (+) 
Total number of permanent positions._.................-- 473 501 | 28 
Full-time equivalent of all other positioms ............-....--- | l he we ttle 
Average number of all positions_._...........--..-..-..--.-- 448 465 | 17 
Number of employees end of year_.._..._..- shibbetsce 453 481 | 28 
10 Personal services: | 
Permanent positions..........-......._- stats denise =| *) MR BOOIIEG $2, 774, 781 | $65, 625 
Positions other than permanent._......_. ail 4, 503 0 G08 Lisnncccd - 
Other personal service$_...........- Jdd ; db 14. 334 32, 584 18, 250 
Total personal services... ___- : ee ; 2, 727. 993 2,811, 368 | 83, 875 
02 Travel - a ebb bieed35-c <o witcha bhde 183, 934 183, 934 | 
03 Transportation of thimgs..........._- ie fe 5, 940 | ME Baden cc acaaaiilll 
OA : CommmermniquGionss: 2.) coca ll liv di..i- cis ls. did tit 119, 910 | 120, 610 700 
06, Printing and reproduction-.-..........---. iguiitieaian aaal 11, 179 te Tiina s deepens 
07 Other contractual services____...._._-- Eide ‘ 40, 087 40, O87 o 
08 Supplies and materials Aiud tsp dn ands ged — 68, 864 69, 534 | 670 
09 Equipment 27, 544 36, 024 | 8, 480 
11 Grants, subsidies and contributions: Contributions to re- | 
tirement fund : 174, 247 178, 522 4,275 
13 Refunds, awards and indemnities........._- ;. ie 1, 000 1,000 | 
Oe i Eo ee Re ccna shit benedoteeses -| 1,211 | 1, 21) 
Supplemental required for pay increases... ................- 262, 000 +-262, 000 
| ; 
Total ope-ating cost ioc atetiiiammian ii ncn anianadio | 3, 099, 900 | 3, 459, 909 +-360, 000 
Costs fnanced from obligations of other years, net (—) ] —21, 909 —21, 909 he 
I Oe 3, 078, 000 3, 438, 000 | 360, 000 


GENERAL STATEMENT 


Mr. Tuomas. We will hear from Mr. Lund, Director of the Office 
of Field Administration. 

The supplemental request before the committee is for $199,000. 

Mr. Lunn. Mr. Chairman and members of the committee, this re- 
quest of $360,000, of which $161,900 is to be transferred from the 
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Federal old-age and survivors insurance trust fund, provides $262,000 
for pay increase costs authorized by Public Law 85-462 and $98,000 
for staff to handle an increase in workload resulting from OASTI 

rsonnel expansion due to enactment of the Social Security Amend- 
ments of 1958 (Public Law 85-840). The OASI increase in staff is 
approximately 2,000 employees for which administrative services such 
as payrolling, personnel, and voucher examination activities must, be 
furnished by the regional business management staff of the Office of 
Field Administration. 

This $98,000 request will cover the salaries and related expenses in 
the 9 regional offices of 28 clerical positions (16 personnel clerks, 8 
payroll clerks, and 4 voucher examiners) to provide these manage- 
ment services to support the efforts of OASI in processing the in- 
creased claims load and other essential activities resulting from the 
amendments. It will allow for meeting recruitment plans, payroll 
schedules, provide for examination of travel vouchers on a reasonably 
current basis, and other essential services. In addition, there is in- 
cluded $18,000 for overtime payments to the payroll staff to process 
approximately 1,660,000 hours of overtime contemplated by OASI. 


SALARIES AND EXPENSES, OFFICE OF FIELD ADMINISTRATION 


Mr. Tuomas. We will insert pages 1 and 2 of the justifications at 
this point. 
(The pages follow :) 


SALARIES AND EXPENSES, OFFICE OF FIELD ADMINISTRATION 


Neen ee ene seen eee ee * $360, 000 

Bemeniation (6: (000... ttc apntendt rrr earnbentarediva=nmpen $2, 358, 000 

ESI CIN CE CRI UI cn cst th ciceieesepninenieneno-uetiion anieete $720, 000 

$3, 078, 000 

GRD), (NOIR SI TO esas es ceslammrenenunseiaetlliemaniiaianal $1, 670, 886 

peenicnves Gl: Der. BE, Fie es oe re hea cas $738, 827 
Employment : 

Average number current appropriation___._.__---.-_-_-.-____. 448 

Number involved this estimate, position 28—average number_-_ 17 

Bm Be eS a ee 475 


2 Of which $161,000 is to be transferred from BOASI trust fund. 


PURPOSE AND NEED FOR ADDITIONAL FUNDS 


To provide for pay increase costs authorized by Public Law 85-462 and for 
the employment of clerical personnel in the nine regional offices needed to carry 
out the functions of performing personnel services, payrolling and voucher 
examination for an additional 2,060 employees of the Bureau of Old-Age and 
Survivor’s Insurance added as a result of the 1958 amendments to the Social 
Seeurity ‘Act. 

For an additional amount for “Salaries and expenses, Office of Field Admin- 
istration,” $199,000, together with an additional amount of not to exceed $161,000 
is to be transferred from the Federal old-age and survivor’s insurance trust fund. 


Mr. THomas. You are making a request for $360,000, of which 
$161,000 is to be transferred from the old-age and survivors insurance 
trust fund. 
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Mr. Lunn. Yes, sir, 

Mr. Tuomas. The $199,000 is cash and the other is transfer 
$262,000 of it is for the pay act ? 

Mr. Lunp. Pay act increase costs. 


REQUEST FOR ADDITIONAL PERSON NEL 


Mr. Tuomas. And $98,000 is for 28 new jobs. Where are these 
jobs going to be located? 

Mr. Lunp, In the nine regional offices to take care of the increased 
workload in personnel, payrolling and voucher examinations. 

Mr. Tuomas. These are housekeeping employees / 

Mr. Lunn. Yes, and they are scheduled on a specific work produe- 
tion basis. 

Mr. Tuomas. Payrolling and voucher examinations / 

As a result of these amendments OASI will hire some 2,06() addi 
tional employees. As far as your particular phase of that is con 
cerned, you are looking for 28 new employees. Where are they going 
to be located ? 

Mr. Lunp. They will be located in our nine regional offices. 

Mr. Tuomas. Then your offices break down their personnel. There 
are going to be about three to the office. 

Mr. Lunp. Our offices are in Boston, New York, Charlottesville, 
Atlanta, Chicago, Kansas City, Dallas, Denver, and San Francisco. 


NUMBER OF EMPLOYEES 


Mr. Tuomas. What is your total employment in your nine offices} 

Mr. Lunp. 481 as of January 31, 1959. 

Mr. Tomas. That is for your bureau. What about the total em 
ployees in these nine offices ? 

Mr. Lunn. 435 current. You mean in our regional offices under the 
Office of Field Administration ? 

Mr. Tuomas. No. 

Mr. Lunp. Do you mean the total employment ? 

Mr. Tuomas. Yes; 435 is your domain, and you want to add 28 to 
that ? 

Mr. Lunn. That is correct. 

Mr. Tuomas. Do you have the total figure of employment, Mr. 
Kelly, in your nine offices ? 

Mr. Kexiy. The figure would be roughly 2,000 that are located in 
the 9 regional offices, but the regional “offices serve an organization 
of about 15,900 people in the field. 

Mr. Tuomas. I wonder if this figure of 2,060 is just about right 
for your 9 field offices. 

Mr. Ketry. No, the 2,060 is the increase occurring in both the 
regional and district offices of the Bureau of Old-Age and Survivors 
Insurance, which get common business management services from 
the Office of Field Administration. This is the increase which is 
occurring in the field that has to be served by these business manage 
ment offices. 

Mr. Tuomas. How do you justify these 28 people ? 


M 
duct 


For 
M 
M 

1 to 

sons 

intr 


m 


ct et ee to 


ar 


i Ok hed ed 


1Zé 
50 
ag 
as 


4. tet foie OF 





fer. 


ese 


sed 


lc 


di- 
Od) - 
ng 


Mh 


he 


fr. 


in 
on 


661 

Mr. Lunp. We worked this out so that we have a schedule of pro- 
duction. In each case we are exceeding the standard schedules. 

For example, in personnel the ratio is 1 to 110. We are doing 1 to 130. 

Mr. Tuomas. That is pretty good. 

Mr, Lunp. In payrolling the standard is 1 to 250, and we are doing 
1 to 265. Our projection is based upon the number of vouchers, per- 
sons, and the job to be done, and it is a mathematical computation 
in relation to workload. 

Mr. Tuomas. You have 448 appropriated jobs? 

Mr. Lunn. That is correct. 

Mr. Tromas. How many do you have on the payroll now? How 
many are filled ? 

Mr. Lunp. We have 454, I believe, plus the supplemental positions. 

Mr. Ketty. 481 is the employment on January 31. 

Mr. Tuomas. How many appropriated jobs do you have? 

Mr. Ketty. There would be 501 positions, including the 28 which 
are now authorized on the deficiency basis. 

Mr. Troomas. How many were authorized in your original bill? 

Mr. Ketty. 473. 

Mr. Tromas. How many jobs did you have filled on January 1? 

Mr. Ketty. 481, but the 473 in the original budget were author- 
ized on the basis that would produce an average employment of 448 ; 
501 positions in the revised budget are.computed on a basis of aver- 
age employment of 465. So we now have as many positions filled 
as it is anticipated we would have on June 30, 1959. 

Mr. Tuomas. What was your total pay act cost ? 

Mr. Ketiy. $277,900, of which $15,900 was absorbed. 

Mr. Tuomas. Where did it come from, other objects ? 

Mr. Ketiy. From personal services. 

Mr. Tuomas. How much from other objects? 

Mr. Keuiy. All from personal services. 

Mr. Tuomas. None from other objects? 

Mr. Keir. No, sir. 

Mr. THomas. What will be your carryover, if any, from other 
objects ¢ 

Mr. Ketry. Our estimate was that we would require all the funds 
that have been made available for this purpose. 

Mr. Tuomas. As to that Iam not clear. You have given me man- 
years, average employment, none of which we want. We want 
appropr iated jobs. Repeat the figure again; how many appropriated 
ws do you have?’ How many did you “have for the fiscal year 1959 % 

I do not care anything about your supplemental figure now. How 
many of that number do you have filled? There are two figures 
that I am asking for. 

Mr. Ketry. May I just clarify that 28 positions- 

Mr. THomas. I did not ask you about that. ae is the supple- 
mental. I am trying to find out for your fiscal year 1959 original 
figure how many appropriated jobs you have. 

“Mr. Ketiy. 473. 

Mr. Tuomas. How many do you have filled as of January 1? 

Mr. Kexiy. As of January 31, 481, but 28 positions are now au- 
thorized on the deficiency apportionment. 
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Mr. Tuomas. You do not need money then? What are you paying 
them with ? 
Mr. Key. We are operating on a basis which anticipates & SUp- 


plemental as we are in the Bureau of Old-Age and Survivors In- 
surance. 


Mr. Tuomas. You are taking $161,000 from a transfer of funds, 
Why not transfer your whole $360,000? 

Mr. Key. Because we need the authority of Congress. 

Mr. Tuomas. Apparently you are supplying your own authority, 
You are operating without the'money, so go ahead and operate with 


your whole $360,000. It seems to me that that would be the simple 
answer. 


Mr. Ketxiy. It seemed appropriate that this be done under a 
deficiency basis, because the work stems from the same mandate that 
comes from the Social Security Act. 


Mr. Tuomas. You are coming in here and asking the committee to 
rubber stamp what you have already done. 


Mr. Keiuy. We hope the committee will find what we have already 
done will prove to be advantageous. 


Mr. Tuomas. You did not need the committee to start with, so I 


do not know why you need them to end up with. 
‘Fhank you very much. 


Tuespay, Marcu 3, 1959. 
SALARIES AND Expenses, Orrice OF THE GENERAL COUNSEL 


WITNESS 
PARKE M. BANTA, GENERAL COUNSEL 


Program and financing 























| 
1959 presently} 1959 revised | 1959 increase 
available estimate (+) 
- eeneors es shah 
Program by activities: 1 
1, Supervisory and genera] legal services.................. $232, 120 | $235, 445 +$3, 325 
2. Departmental program services: 
I 87, 091 ee Bo he 
ot ie Rae 213, 107 227, 682 | +14, 575 
Taree ee lh Siecchibe Aisi ail. 5 156, 889 | 170, 989 | +14, 100 
(d) Welfare and education. _....................-.. 99, 835 OU a ee 
BS Widstertdl eoed fede 2 ics 271, 011 S71,0U eo 
Supplemental required for pay increase_-_............--..-.. —80, 000 an +-80, 000 
Total operating costs _.....................- eth St Shwe j 980, 053 | 1, 092, 053 | + 112, 000 
Relation of costs to obligations: | | 
1. Costs financed from obligations of other years, net. -| _ 53 | EB Ldecoccesbbtbek 
Total program obligations._...............___.__- 980, 000 | 1, 092, 000 | +-112, 000 
Financing: | 
Advances and reimbursements from: Non-Federalsources: 
Federal OASI trust fund. .........-...-............-... — 450, 000 | — 450, 000 b Picante detitions 
Proposed increase in OASI limitation ‘dte to: 
rh es se aS ee aistenidasinanmarciutaal visoieus an Adliies — 37,000 | — 37, 000 
1958 Amendments to the Social Security Ree le, ete ee aol — 16, 000 | — 16, 000 
ne OY I ne abacdecsepanenws — 25, 000 “Eh UO) lc dvbaccenetiode 
Proposed increase in limitation from other accounts due to | 
ieee eal create ln netele kvcntensto ents leven saehiiehacnougss — 2, 000 — 2,000 
Total obligational authority _.......................-..- 505, 000 | 562, 000 | +-57, 000 
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Obligations by objects 




















1959 presently| 1959 revised | 1959 increase 
available estimate (+) 

Total number of permanent positions......_.___.__-..____.--- 136 | 143 +7 

Average number of all employees. -_....-.--.....-------- ee 129 133 +4 

Number of employees at end of year____._....___._-.-.-_-.-_- 132 | 139 +7 
01 Personal services: 

Pestmnewes pomitions) (6065 3.) Lo i. $960, 603 $987, 354 +-$26, 751 

Other personal services. ........----. 4.4 3, 747 3, 920 +173 

Total personal services_.............. idyttety dienetl 964, 350 991, 274 +-26, 924 

er a nk in acts ea ee clan si amas aieeaaetamioacentl 9, 000 WR i eiacceewiesnmreieion 

08° Transportation of things..............------22.--- Lk 100 OSA 5 cosh 

Pi I ns a a ao 5, 000 5, 560 +560 

@ Printing and reproduction .._.-..-...2--.-. 2... 1, 200 RE Ie Sen kee oman 

07 Other contractual services. ............----.-.-.--2.-. 6, 200 | O08 1 n646s-heeus 

ow anal ie lil eal aA." a aig 6, 324 | 6, 639 +315 

OP Oe mMN iis TR alii al eb 9,029 | 11, 479 | +2. 450 

11 Grants, subsidies, and contributions_.............-____.-- 57, 800 | 59, 551 | +1, 751 

15 Taxes and assessments... _- saiiiceiaaiat tea cace ae ae tae i oe eS 1, 050 | 1,050 |__--- iow 

Supplemental required for pay increase_..........-......--.-- 700,000 jo) ~~ ens gvees +80, 000 

Total operating costs__.__- Wie baie dit jesret 980,053 | 1, 092, 053 | +112, C00 

Costs finences from obligations of other years (net).._......-.. —53 | pe anS tececnte le 

Total obligations 





Gili each tacnbiaisls ncipanmeaemadal 980,000 | 1, 092, 000 | 112,000 








Mr. Tuomas. We have before us Mr, Banta, the general counsel of 
the Department of Health, Education, and Welfare. 

The supplemental request in terms of the proposed appropriation 
language is as follows: 

For an additional amount for “Salaries and expenses, Office of the General 
Counsel,” $57,000, together with an additional amount of not to exceed $2,000 
to be transferred from the appropriation “Salaries and expenses, certification and 
inspection services,” and an additional amount of not to exceed $53,000 to be 
transferred from the Federal old-age and survivors insurance trust fund. 


GENERAL STATEMENT 


Mr. Tuomas. Proceed with your statement, Mr. Banta. 

Mr. Banta. The General Counsel’s Office performs all of the legal 
services incident to the activities of the Department. A supplemental 
budget estimate is requested for 1959 amounting to $112,000 of which 
$53,000 is to be transferred from OASI trust fund and $2,000 from 
fees collected from food and drug certifieation services. The estimate 
provides for (1) pay increases for present staff, $80,000, (2) two 
attorneys and one secretary for the Food and Drug Division, $16,000, 
ae (3) three attorneys and one secretary for the OASI Division, 

16,000. 


PAY INCREASES 


The request of $80,000 represents the cost of the pay increases for 
existing staff as provided by Public Law 85-462. 


FOOD AND DRUG DIVISION 


An amount of $16,000 is required as a result of enactment of Public 
Law 85-929, the food additives amendment of 1958. This is one of the 
most significant and far-reaching amendments since the law was 
passed in 1938 and will require additional ‘legal staff to develop the 
required regulations to place the law in operation, prepare notices 
and orders permitting the use of new food additives, and assist in the 
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development of sound legal procedures in the enforcement of the 
amendment and the regulations pertaining thereto. 


OLD-AGE AND SURVIVORS INSURANCE DIVISION 


A sum of $16,000 is requested as a result of enactment of Public 
Law 85-840, Social Security Amendments of 1958. These amendments 
will require extensive drafting of new regulations and the revision of 
existing regulations to reflect six major changes in the act with attend- 
ant increase of legal advice to the Bureau of Old-Age and Survivors 
Insurance on all such changes. There will also be additional work on 
cases referred for criminal prosecution under section 208 of the Social 
Security Act (as amended by sec. 310 of the 1958 amendments) which 
were not heretofore so punishable, and increased duties in relation to 
negotiation and drafting of modifications to State agreements result- 
ing from increased coverage. 

Mr. Tuomas. You are requesting $112,000, of which $53,000 is to 
be transferred from BOASI trust fund and $2,000 is to be transferred 
from the Food and Drug Administration. That gives you how much 
cash ¢ 

Mr. Banta. $57,000 is cash and $55,000 is transfer. Fifty-three 
thousand dollars is from the old-age and survivors insurance trust fund 
and $2,000 is from food and drug certification fees. Eighty thousand 
dollars is to provide for pay increases authorized. 

Mr. Tuomas. $32,000 is for seven new jobs ? 

Mr. Banta. Yes. 

Mr. Tuomas. Where are you going to station your people? Will 
they be in the District ? 

Mr. Banta. Four are now in our OASI Division in Baltimore 
and the others will be placed in the General Counsel’s Office here in 
Washington in the Food and Drug Division. 

Mr. Tuomas. You have one lawyer, Public Health, $14,575, and 
one in the Bureau of Old-age and Survivors Insurance, $14,100. 
What is this item of $3,325 ? 

Mr. Kerry. Miscellaneous—other objects of expense such as equip- 
ment for the new staff. 

Mr. Tuomas. How do you break those two items down ? 

Mr. Ketiy. There are four positions that relate toOASI. 

Mr. Banta. And three in the Food and Drug Division of the Of- 
fice of General Counsel. 

Mr. Tuomas. The total increase will be seven at a cost of $26,924. 
You show $560 for communications, $315 for other contractual 
services, and $2,450 for supplies and materials. What are they? 

Mr. Banta. Well, they are for desks and the normal things you 
need when you put other men to work. 

Mr. Tuomas. That is pretty expensive for seven people. 

Then there is $1,750 for grants, subsidies, and contributions and 
then the supplemental required for the pay increase, $80,000. Have 
you absorbed any of your pay increase / 

Mr. Banta. Yes. 

Mr. Tuomas. How much? 

Mr. Banta. About $12,500. 

Mr. Tuomas. How did you absorb it ? 

Mr. Banta. It has been from—— 
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— the Mr. Tuomas. Other objects or what? 
| Mr. Banta. It has resulted from lapsed employment. 
..Mr. Tuomas. How many people do you have in the Bureau ? 
Mr. Banta. We have today 130. We have 186 jobs available to us. 

















ublic Mr. Tuomas. Six vacancies ? 
1ents Mr. Banta. That is right, about six vacancies. Three of those have 
mof | beenin the last few days. 
end- Mr. Jensen. I am glad to see our old colleague across the table 
ivors } from'‘us. I must say I believe you have the most modest request of 
‘k on any agency that has appeared before us during these deficiency 
ocial hearings. Of course, we know from your past record in Congress 
hich you do not spend money unless it is needed. 
yn. to Mr. Banta. Thank you very much. We try to use it economically. 
sult- Mr. Tuomas. Thank you. It is always nice to see you. 
Good luck to you. 
is to 
rred Tuespay, Marcu 3, 1959. 
nuch 
Wurtrt House ConrereNce ON AGING 
three 
fund WITNESSES 
sand BERTHA ADKINS, UNDER SECRETARY 
WILLIAM FITCH, DIRECTOR, OFFICE OF AGING 
; Program and financing and obligations 
Will sn echt edad tk leah 
| 
Presently | Revised Increase 
more available estimate 
re in Se Sali r- a Se a ee 
re by activities: 
Technical assistance to States and planning of con- 
and ference. -.- See sie d any eka Aes ait danke $100, 000 | $136, 000 | $36, 000 
100 2. Grants to States.............. al a a I ie 810, 000 810, 000 
’ a I ial --| 100, 000 946, 000 846, 000 
‘ Financing: Appropriation and new obligational authority -. 100, 000 946, 000 | 846, 000 
julp- Total number of permanent positions_..................--...-- ade ah 6 9 an cade 
Full-time equivalent of all other positions .................-...-} 1 |} , ent 
Average number of all employees-.-.-..........------.--.------ | 5 | 6 1 
Number of employees at end of year. ..................--..--- | 6 | 9 3 
01 Personal services: cro 04 ¥ i Pele cer: 
| OF. Permanent positions_..._..._..._._- nie Gs Bild. 20, 484 | 34, 649 5, 165 
Positions other than permane NB. dd ew deciosiads 15, 000 | 16, @OO {2222552 
Other personal services. REO LEME SRST 384 | 464 80 
924 aT enetttoaT, 
yak. Total personal services ....__- 44, 868 | 50, 113 5, 245 
ctual OP Braveld --. 495-0 dhew--innts- as 19, 100 | 20, 600 1, 500 
? (8 Transportation of things........-- | 400 | BE Aine es ctiakh has 
: 04 Communication services_......-~- eee Ne we 1, 600 1, 750 150 
ve @ Printing and reproduction._....._.-- | 11, 000 | 16, 000 5, 000 
‘ia yu 07 Other contractual services. shah. wctde abbawndh 700 | 800 100 
Services performed by other agencies... FE ic aint 17, 412 39, 927 22, 515 
ee a on Cet anbigesbecwk-qucre weecgn 300 400 100 
Opi! armen Si Lit ee a aie esi 2,700 | 3, 750 1, 050 
and ll Grants, subsidies and contributions -.................---... | Leiba ty — 810, 000 810, 000 
a Contributions to the retirement fund.-..........-...-- l, 920 2, 260 340 
aw f ccenesensnnnenEE tn 
are Total obligations ....._- abs Jon eet eat 100, 000 | 946, 000 846, 000 


Mr. THomas. Good morning, Miss Adkins. 
Tell us about the White House Conference on Aging for which you 
are requesting a supplemental estimate of $846,000. 
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GENERAL STATEMENT 


Miss Apxrns. Mr. Chairman, we have a statement but knowing that 


you are pressed for time, perhaps I will not read it but submit it for 
the record. 


(The statement follows :) 


OPENING STATEMENT BY UNDER SECRETARY, DEPARTMENT OF HEALTH, Epvucation, 
AND WELFARE, COMMITTEE ON APPROPRIATIONS, 1959 SUPPLEMENTAL ESTIMATE 
FOR WHITE House CONFERENCE-ON AGING 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, Public Law 85-908, White Honse 
Conference on Aging Act, was passed toward the close of the last session of the 
Congress authorizing funds for preparation for a White House Conference on 
Aging in January 1961. An appropriation of $100,000 was provided in order 
that some immediate planning might begin. This planning includes working 
closely with Federal departments and agencies, national organizations and States 
to help them prepare for the Conference, addressing conferences and meetings, 
assembling names of personnel for key responsibilities in the Conference, de- 
veloping background papers for the advisory committee, preparing papers and 
guides for use by community, State and organizational groups, and arranging 
for conference and hotel space. It was anticipated that additional funds, prin- 
cipally for the States, would be requested at a later date. 


SUPPLEMENTAL BUDGET ESTIMATE 


The amount of $846,000 is requested as a supplemental for 1959 for the fol- 
lowing purposes : 


Grants of $15,000 to each of the 49 States and the Territories of Guam, 

Hawaii, Puerto Rico, Virgin Islands, and the District of Columbia. $810, 000 
Additional funds for salaries and expenses_____.__._-__-__________---- 36, 000 
_... 846,000 


GRANTS TO THE STATES 


The act authorizes payment up to $15,000 to each State and Territory for use 
in p'anning and conducting State conferences; for developing facts and recom- 
mendations and preparing reports for presentation to the White House Con- 
ference on Aging: and for defraying costs incident to the attendance of State’s 
delegates at the White House Conference. To enable the States to begin their 
factfinding and planning activities at once, it is necessary that the grants be 
made available to them as soon as possible. The States can then recruit staff, 
develop plans to initiate surveys, and to organize forums and conferences which 
will assure the widest possible participation in the formulation of sound pro- 
grams and recommendations. 

There are no facilities in the States for collecting comprehensive facts on 
aging as there are in such fields as health, education, and welfare. Hence, it 
will be necessary for the States to conduct extensive studies of the needs of their 
older populations and of the resources available to meet these needs prior te 
holding local conferences in addition to the State conference required by the 
act. In most cases the grants will be insufficient for the States to accomplish 
these activities without contributions from other sources and without material 
assistance provided by the Federal Government in the form of publications, 
guides, and technical help. 

It is possible that some few States may not apply for the maximum grant. 
However, it is not possible to estimate accurately the extent to which lesser 
amounts will be required or allotted. The States will be required to submit 
plans for the use of the funds which will be carefully reviewed before funds 
are allotted. The grants would be available for use for a period of 21 months for 
expenses incurred in connection with preconference studies, local conferences 
and: the White House Conference. 


—- . ~* ew oo 





x that 
it for 


ATION, 
‘IMATE 


667 


ADMINISTRATIVE EXPENSES 


The initial appropriation of $100,000 was sufficient for 6 positions in the Office 
of the Secretary of the Department of Health, Education, and Welfare, and for 


contractual services by 2 agencies, the Labor Department and the Housing, and 


Home Finance Agency, to engage technical directors to initiate activities in 
their spheres. The present request for an additional $36,000 for administrative 
expenses includes funds for 8 additional positions in the Office of the Seeretary, 
for the preparation of other conference papers, for consultation to the States, 
and for preparation of informational materials, Twenty-two thousand five 
hundred and fifteen dollars of the $36,000 requested in this supplemental for 
salaries and expenses would also provide for payment for 5 technical directors 
in such major subject-matter areas as income maintenance, heaith, rehabilita- 
tion, education, and for State and community organization within agencies of 
the Department of Health, Education, and Welfare and a secretary for each, 
It is important that the technical directors be employed and directed by the 
agencies with competencies in the specific fields mentioned rather than by the 
Ottice of the Secretary; they will become integral parts of the agencies and so 
ean draw upon the entire resources and personnel of these organizations. The 
staff should begin to perform their functions as early as possible so that the neces- 
sary materials and technical assistance can be provided to the States as they 
begin their own activities. The technical directors will provide staff services 
through planning committees and prepare comprehensive background papers for 
the use of local, State, and national conferences—describing the current situa- 
tion in their subject-matter areas, noting unmet needs and program gaps, and 
identifying issues for discussion and recommendation. 

We are all anxious that the White House Conference on Aging be a most effec- 
tive forum for the development of action recommendations. This means wide 
citizen participation based on sound factual material and analyses. The supple- 
mental request is a major step in that direction. 

Mr. Tuomas. Please summarize it for us. 

Miss Apkins. As you know, in the last session of Congress there was 
a law passed authorizing the White House Conference on Aging to 
be held in January 1961 and an appropriation of $100,000 was pro- 
vided in order that we begin planning immediately. We have been in 
communication with State officials and with national organizations and 
we find that this is a tremendously active area of interest for many, 
many people. 

Mr. THomas. No question about it. 

Miss Apxins. There has been a great interest in this because of the 
number of people in the aged group. 

We have come today to ask for the supplemental budget which will 
take care of the grants to the States and the Territories to enable them 
to qualify by the law in holding State meetings, making surveys of 
facts and recommendations and reports and defraying costs incident 
to the expense of State delegates to the White House Conference. 

The law says there must be $5,000 and up to $15,000 which will be 
granted to the States for their participation. We have discovered 
that because of the interest and because of the need, we are asking that 
the full amount of $15,000 be granted to each one of the States and 
Territories because, frankly, the smaller amount will not meet the 
needs of the States in their preparations. 


PERSONAL SERVICES 


Mr. Tuomas. The language is permissive up to $15,000 for each of 
the 54 jurisdictions ? 
Miss Apxins. That is right. 
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Mr. Tuomas. You are requesting the full amount and $36,000 is 
requested for the staff of what?’ Four people or five ? 

Miss Apxrns. Four. 

Mr. THomas. On an annual basis, or what ? 

Ts it $36,000 for four people on an annual basis? 

Miss Apxrns. There will be five technical directors added. 

Mr. THomas. How many people will you have employed ? 

Mr. Fircn. Actually, three as a part of the White House Con: 
ference staff and the technical directors numbering five. 

Mr. THomas. Eight people? 

Mr. Ketty. A total of 13. Five technical directors with secretaries 
will be assigned in the operating agencies for the development of 
plans and materials. Three positions will be in the Office of the Staff 
of the White House Conference. 

Mr. Tuomas. You are going to pay for 13 positions? 

Mr. Ketry. That is right. 

Mr. Tuomas. Is this $36,000 going to pay for them on an annual 
basis, 3-month basis, or what ? 

Miss Apxtns. The last quarter. 

Mr. THomas. What about your personnel costs? Thirty-six thou- 
sand dollars will not cover it on an annual basis, will it? Am I to 
assume that the $36,000 plus the $100,000 you have already spent is 
the answer, and $136,000 is the total for personnel costs? 

Mr. Ketty. Yes, sir; for the full year 1959 including other objects 
of expense. 

JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. Let us put in pages 1, 2, 5, 6 and 6A in the record. 


(The pages follow :) 


Wu1rte House Counci.’ on AGING 


SI stn bce ee meee soonest pean -_.. $846, 000 
Appropriation to date__ Bia. ea tteee amet ee Tie SE : _. 100,000 
ne ne en onpeonen Ser _. 10,989 
See 

Employment: 
Average number current appropriation___________-_- aera be 5 
Number involved in this estimate, positions__._._._.__..._.._________-_ a 
ner Te ea es 2 


1The technical title of the appropriation is ‘“‘White House Council on Aging.” How- 
ever, the purpose of the funds is to support a White House Conference on Aging. 
2 Average number, 1. 


PURPOSE AND NEED FOR ADDITIONAL FUNDS 


To provide grants to the States authorized in Public Law 85-908, section 202, 
White House Conference on Aging Act, and for some additional departmental 
staff needed to assist the States. Eight hundred and ten thousand dollars is re- 
quested for grants to provide up to $15,000 for each of the 54 jurisdictions, and 
$36,000 is requested for staff. 

For an additional amount for the White House Council on Aging, $846,000 of 
which $810,000 shall be available for grants to States and shall remain available 
until January 31, 1961. 
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OH) ic BUDGET JUSTIFICATION 


The $846,000 is requested for the following purposes : 


1. Grants to the States (up to $15,000 for each State and Territory) 
authorized in Public Law 85-908, sec. 202, White House Conference 


on Aging Act eT ee ne en eae ah ee fee en, Con 
2. Professional and secretarial staff for the White House Conference 
Hees ore a Seba taeais beanie aces didnsontnencecabtath panera py eighieneainn 36, 000 
Con- ' Totat!:) 275 3 ; BO OTD 10 AW ee es eee 


Grants to the States 
Public Law 85-08, the White House Conference on Aging Act authorizes 


aries payments of up to $15,000 to each State and Territory for use in planning and 
it of conducting a State conference on aging; for developing facts and recommenda- 
Staff tions and preparing a report for presentation to the White House Conference 


on Aging: and for defraying costs incideht’to the’ State’s delegates: attendance 
at the White House Conference on Aging. 
One of the purposes of the act is to encourage all of the States to access the 
needs of their older people, to outline plans for meeting unmet needs, and to 
nual create such additional programs and services as may be required to close these 
gaps. It is anticipated that the States will conduct studies of their older popu- 
lations, take inventories and determine the adequacy of existing programs, 
and hold local conferences, in addition to one or more State conferences, for the 


hou- purpose of developing blueprints and recommendations for action. It is highly 
I to desirable that these steps be taken with the widest possible citizen participation 
it is and that they should be taken by all States prior to the National White House 


Conference. 

The sum of $15,000 will be necessary for the aforementioned purposes and 
ects to pay the costs incident to attendance of the delegates to the White House 
Conference in Washington. In some States it is expected that to enable full 
participation, it will be necessary for the State to provide supplemental 
appropriations. 

Although passage of the act has created wide interest among States, com- 
1. munities, and national organizations, definite action is being delayed by unavail- 
ability of funds. The act requires that each State inake application for the 
funds authorized and submit a plan as to their use. The applications and plans 
will have to be prepared in accordance with regulations now being developed 
for approval of the Secretary and will be reviewed to make certain that they 
conform to the regulations and the requirements of the act. Unless the States 
begin their preparations almost at once, it will be difficult to achieve the pur- 
poses of the act. If the funds requested are made available during fiscal year 
1959, States can recruit staff promptly for developing plans, initiating surveys, 
and organizing forums and conferences which will inSure wide public participa- 
tion in the formulation of sound programs and recommendations. 

Some of the States may not make application for the maximum. However, 
it is not possible to estimate accurately, the extent to which lesser amounts 
will be requested or allotted. Grants may be used over a period of 21 months 


~ 
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low- for expenses incurred in connection with preconference studies, local conferences, 
and the White House Conference. 
Administrative expenses 
The White House Conference on Aging is conceived as a major national forum 
2. for assessment of the entire field of aging and for the development of recom- 
ital mendations and blueprints for action for the guidance of official agencies and 
re- voluntary organizations at national, State, and local levels. If these objectives 
and =| are to be achieved, there must be long and intensive preparation and careful 
and detailed planning for the Conference itself. The Conference Advisory 
of Committee called for in the act will consist of professional and organizational 
ble leaders in American life who will be charged with determining overall Con- 


ference policies, procedures, and content, and related matters. In addition, 
it is anticipated that the Conference will be organized around approximately 15 
Subject-matter areas and that the work in each of these areas will be directed 
by a planning committee of 10 members (from outside the Government) assisted 
by a technical director and a part-time technical assistance group assigned from 
Federal agencies. The tasks of these groups will include preparation of detailed 
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background papers in the several subject-matter areas, compilation of relevant 
data, identification of specific problems for Conference deliberation ; providing 
assistance in selection of delegates; and conducting the actual work sessions of 
the Conference. . Beyond this the “Aging” staff assisted by other agencies of 
the Government will have to prepare and distribute exhibits, workbooks, infor- 
mation pamphlets, and other materials to assist the States and communities in 
their preparatory work; provide informational materials to communication 
agencies (periodicals, press, TV, radio) ;,and give consultation to national or. 
ganizations and States. 

These activities will, of course, call for a sizable staff and funds for travel, 
printing, and meetings. An appropriation of $100,000 was sufficient for six 
positions in the Office of the Secretary of the Department of Health, Education, 
and Welfare and for contractual services by two agencies, the Labor Depart- 
ment and the Housing and Home Finance Agency, to engage technical directors 
in order to initiate activity. These positions will be working on Conference 
organization, development of liaison with national and State agencies and 
organizations, preparation of papers for the Advisory Committee, and so forth. 
The funds available are insufficient to permit planning and preparation to pro- 
ceed as rapidly as is necessary if the Conference objectives and time schedule 
are to be met. The present request for an additional $36,000 for administrative 
expenses includes funds for 3 additional positions for preparation of other Con- 
ference papers, providing consultation to States and organizations, and prepar- 
ing materials for communication media. Of the $36,000 requested $22,515 will 
provide for payment for five technical directors in such important subject-matter 
areas as income maintenance, health, rehabilitation, education, and State and 
community organizations within agencies of the Department of Health, Educa- 
tion, and Welfare, and a secretary for each. It is important that the technical 
directors be employed and directed by the agencies with competencies in the 
specific fields mentioned rather than by the Office of the Secretary; they will 
become integral parts of the agencies and so can draw upon the entire resources 
and personnel of these organizations. The staff should begin to perform their 
functions as early as possible so that the necessary materials and technical 
assistance can be provided to the States as they begin their own activities. The 
technical directors will provide staff services to planning committees, prepare 
comprehensive background papers for the use of local, State, and national con- 
ferences—describing the current situation in their subject-matter areas, noting 
unmet needs and program gaps, and identifying issues for discussion and 


resolution. 

Mr. Tuomas. How do you arrive at your estimate? You have 48 
States plus Alaska and then your Territories make a total of 54. By 
law, payments may be made to each up to $15,000. Is that the way 
you arrived at $810,000? 

Miss Apkins. Yes, sir. 

Mr. Tuomas. How do you arrive at your figure of $846,000 ? 

Miss Apxrns. The $36,000 is to cover additional 
penses. 

Mr. THomas. You come up with a permanent figure of total per- 
sonal services in the amount of $50,000. I thought you gave me a 
figure of $136,000. 

Mr. Ketriy. The additional request for personnel is $5,245; for 
the five technical directors and secretaries, $22,515. 

Those positions are shown under “Services performed by other 
agencies.” 

“Mr. THostas. Services supplied by other agencies, 07 ? 

Mr. Kerry. Yes,sir. 

Mr. Tuomas. Travel, $1,500. 

Who is going to spend that, the people in the District ? 

Mr. Ke.iy. No; this is for the staff of the White House 


salaries and ex- 


Conference. 
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Mr. Tuomas. “Printing and reproduction,” $5,000. Who is going 
tospend that 4 

Mr. Ketiy. This is in connection with the publications and ma- 
terials distributed to the States and communities. 

Mr. Tuomas. “Other contractural services,” or rather, “Services per- 
formed by other agencies,” $22,515. 

Mr. Ketiy. That is for the five technical directors and secretaries. 

Mr. Tuomas. Virtually salary costs? 

Mr. Keuuy. Yes, sir. 

Mr. Tuomas. Equipment, $1,050. Who is going to spend that ? 

Mr. Ketty This relates to the provisions of equipment for the three 
new employees. 

Mr. Tuomas. “Grants, subsidies, and contributions,” $810,000. 
What is that? 

Miss Apxins. That is $15,000 to the States and Territories. 

Mr. Tuomas. How much of a guess figure is this? 

Miss Apxins. Mr. Chairman, we have discovered that it is costing, 
or will cost, the States a great deal more than this to do the things 
which they are being asked to do. 

Mr. Tuomas. Under this law, is the Government supposed to pay 
for the entire cost of the calculations and studies made by the various 
States or is it only on a contribution basis up to $15,000 ? 

What yardstick do you have to go by ? 

Miss Anxkins. What experience has shown in the other States. 


PARTICIPATION BY THE STATES 


Mr. Tuomas. What are the States doing? This Conference has 
been in operation about a year and how much longer is it supposed 
to go? 

Miss Apxins. January 1961. 

Mr. THomas. Was it a 3-year program ? 

Miss Apxtns. The appropriations 

Mr. Tuomas. What has been done so far by the States ? 

Miss Apxrns. Mr. Fitch can speak to that having traveled ex- 
tensively. 

Mr. Frrcu. There are about 34 State commissions in the country 
at the present time and in response to the Secretary’s letter advising 
of the White House Conference, these 34 have indicated they were 
interested and willing to cooperate and they felt it was one of their 
most important projects. The States are very anxious and they rec- 
ognize that many of them cannot do it without the money. 

Mr. Tuomas. In my humble judgment, and I am far from being 
an authority on the subject, this is one subject that has been neglected 
far too long. Many people have changed and are going to have to 
change their thinking on this. The insurance people are going to 
have to change their thinking in reference to rates and insurance. 
Those rates are still about the same, are they not ? 

Business is going to have to change its thinking. 

At age 65 a good many people are strong of body and mind and 
willing and able to work and if they want to work, why should they 
not be permitted to work if they can deliver? The alternative is 
what? Throwing them out and letting them become infirm of mind 
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and body just because they have nothing to do and finally end up 
in the hospital ? 

It is a big subject and there is no question about it. 

Mr. Tuomas. Mr. Jensen? 


PURPOSE OF SURVEYS 


Mr. Jensen. What is the end result you are attempting to learn 
from these surveys you are making? 

Miss Apxins. Mr. Congressman, the thing which they should 
know is the situation within their own States, the number of people 
involved, what are the facilities available to take care of them, and 
what are the community facilities? I think we all agree that there 
are always groups within the community which should have a very 
major responsibility for the general well-being of the community, the 
voluntary groups and so on. 

There will be a need for them to know what their situation is and 
how they can meet it and it has been shown in other conferences—for 
example, the White House Conference on Children—that there has 
been help given to the States in knowing just exactly what their own 
situation is. In this group of aging, the population in this area is 
increasing and there is a need for the States to know. 

Are they doing things which are helpful? Are there things which 
they can be doing which would be helpful ? 

I think that is the reason for the survey. 

Mr. Jensen. What is the next step after your survey is completed? 

Miss Adxrns. We would hope that the States woul: 1 see, and volun- 
tary groups would see, ways in which they might meet any needs 
which there are to be met. 

Mr. Jensen. Every State has an old-age pension program operating 
today. In order to know the old folks who are qualified for old-age 
pensions, the States have a rather complete record; do they not ? 

Miss Apxrns. I assume you mear in the public-assistance rolls and 
things of that sort? 

Mr. Jensen. That is right. That is, other than what the States 
already know about the old-age group, I am just a little bit at a loss 
to see what the other information is that your organization is going 
to render, or what it is going to be able to ascertain. 

Miss Apxins. The States will do this themselves. What we would 
do is to give them the survey booklets, shall we say, which will enable 
them to find out answers and the needs of recreation, housing, health, 
as well as maintenance of income. Maintenance of income for most 
people is import: int because if the y are able to continue work they 
would prefer to do that rather than not. 

We have seen instances of emphasis given to the employme nt of 
the person who, because of rules. has had to retire at age 65. There 
have been definite attempts made successfully to find employment 
for these people. Frankly, it helps them in their morale and it also 
helps keep some of those people off the public-assistance rolls because 
they can support themselves. 

There are many areas of activity for older people which can be 
stimulated if people are aware of the needs. I am a firm believer 
that the people in this country respond through their own spirit of 
generosity and willingness to help if they can. One of the things 
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which has occurred has been the establishment in communities of the 
Golden Age Clubs so that these older people may have a chance to 
come together and have recreation facilities. 

Mr. Jensen. Is this a need in this particular community or is 
it not ¢ 

Miss Apxins. That is what the survey would do. It would help 
to point out needs in physical care and housing. 

Mr. Jensen. Do you make an investigation as to the worth of the 
children of these needy old parents ? 

Do you attempt to bring a little pressure on them to help their 
parents ? 

Miss Apxrns. That is done through the public assistance programs 
which are governed by rules and regulations. I am sure, and I know 
from my own experience in our small town on the Eastern Shore of 
Maryland, that there are rules and regulations governing the respon- 
sibility of children of these aged parents. 

Mr. Jensen. Off the record. 

(Discussion off the record.) 

Mr. Jensen. That is all. 

Mr. Bow. Is it a fact that this conference is now planning for the 
future and the examination of the present records on old-age assist- 
ance ¢ 

Miss Apxins. Mr. Bow, I am sure that the reason the Congress 
enacted the legislation for this White House Conference was a desire 
on the part of Congress to have the Nation as a whole look at these 
problems and see what could be done, not completely b ry Government. 
I do not think anyone has that idea. You must have basic facts when 
these people come together so that they will know what they are talk- 
ing about, and that is the reason why the survey is one item in the 
preparation for this. 

We, through our staff work, will draw up a suggested line of 
surveys so that all of the States will be talking, if possible, from a 
common point of view on these matters. It is anticipated that, in the 
Conference Organization, which will really be established through 
the help of an Advisory Committee- aie h the Secretary is authorized 
to appoint and which we hope will be completed w ithin 30 days—that 
there will perhaps be as many as 17 areas of interest which will be 
discussed at the Conference itself. 

The details of the Conference will be determined by the Advisory 
Committee, but we are in the process now of drawing up bac keround 
papers so they will be of assistance when the Advisory Committee 
meets. 

Mr. Bow. As I understand it—and check me if I am wrong—this 
has been brought about and was recommended by the administration 
to the Congress and passed by the Congress, with the idea of the 
ever-increasing numbers of aged in this country needs planning, not 
only for now but for the future # 

Miss Apxrns. That is right. 

Mr. Bow. For the benefit and welfare of this ever-increasing group 
of aged in the country. 

Miss Apxkins. Yes, sir. 

Mr. Bow. That is all. 
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BASIS FOR ALLOTMENTS TO STATES 


Mr. Jonas. Are you not going to get into some trouble if you make 
blanket allotments of $15,000 per State and Territory without any 
regard for population? How did you justify making that on a pro 
rata basis? 

Miss Apxins. Mr. Jonas, what we have found is that in the prepara- 
tions necessary by law for the States to get ready for this Conference 
and to help defray the expenses of delegates, we think it is fair to put 
all of the States on the same basis. There will be a statement from each 
State when they make an application which will be reviewed care- 
fully to be sure they are following the instructions of the law and 
then in the course of the accounting for these funds, our regular 
audit system will be used so that we can be sure that the funds have 
been used as Congress intended. 

We are trying to take all of the safeguards possible to see that this 
money is well used. 

Mr. Jonas. It is obvious that you think each State should receive 
the same amount. 

Miss Apxins. The bigger States are going to have to pay a great 
deal more than this and some of the smaller States in population size, 
frankly, we thought it was fair to give to them to give them the 
stimuls which this would provide in getting their own expenses. In 
some rinse this might possibly meet all of their expenses in prepara- 
tion for the Conference. We do not think so but in the bigger States 
we know that they are going to have to spend much more than this 
to get ready for it. 

Mr. Jonas. That is all. 

Mr. Tuomas. Thank you very much. 

It has been awfully nice to have such distinguished and nice people 
over here with us. We hope to see you again. 
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| 
1959 presently} 1959 revised | 1959 increase 
available estimate (+) or de- 
crease (—) 
Program by activities: 
1. Lease and disposal of lands and mineral resources... $6, 739, 100 $6, 739, 100 
2. Management of grazing lamds.-........................ 2, 601, 100 2, 601, 100 
Fe onto wun Coemngdegttntedsdanuucasbbodentehy 5, 416, 100 | 5, 416, 100 
Ay A NE CIDE ook schon oe akioanacminiindaiernimgaddianintl 2, 513, 000 | 2, 513, 000 
5. Soil and moisture conservation..............-.......-- 3, 834, 000 | 3, 834, 000 
tT IN a Fa cn, cic nha etinnnhthtihadiei bad 400, 000 | 2, 900, 000 
7. Maintenance of physical facilities 50, 000 | 50, 000 
8. Mainenance of access roads_............-----------.--. 254, 000 254, 000 
© IE in i itceatodontimnaivtcnnndon 1, 080, 100 1, 080, 100 
10, General administration_................--.-. 1, 501, 600 | 1, 501, 600 
11. 1959 program obligated in 1958__.._.........--...-.... —77, 353 —77, 353 
Supplemental required for pay increases............... | 9 BAS, See fesenionnsawen +1, 314, 000 
} eee ee 
ii ts aenaadecnsaesensinnel 22, 997, 647 26, 811, 647 +3, 814, 000 
Financing: 1959 appropriation available in 1958_._.........--.} 77, 353 F0) GON Bic cdabedeeswee 
New obligational authority. ................-.-.--.-.--- 23,075,000 | 26,889,000 | +3, 814, 000 
Object classification 
1959 presently; 1959 revised | 1959 increase 
available estimate (+) or de- 
crease (—) 
apnea — ei | hla | —— 
Total number of permanent positions..................---.... 2, 318 92 5S Eincdaeen 
Full-time equivalent of all other positions..................-.. 473 | 885 | +412 
Average number of all employees - ...............-.--.....---- 2,791 | 3, 203 | +412 
Number of employees at end of year.--....--.------ seacubeose 3, 035 ee 
Personal service obligations: 
PEEING NNN, on canvas somnasdnkebssavequoatdeqases) $12, 274,683 | $12, 274, 683 | Le ile cise sossdcmiataies 
Positions other than permanent ss th denn enaliaben nn tniatihiintin dp 1, 360, 228 | Rf 3 ae 
SG SEE SO TEES iscccant ements waniioncunesanaereemen 574, 212 2, 224, 212 +-$1, 650, 000 
' 
ee ROE DETTE Riss cn kc tconbccicedumieinpees 14, 209, 123 15, 859, 123 | +1, 650, 000 
02 Travel_- a al aaa a 1, 570, 000 | 1, 645, 000 +75, 
03 Transportation of things. Ld ad aegis iebian HiME a | 207, 000 | 257, 000 | +50, 000 
i) EORERES) SPOR ou ccannceoneesnaeenctanece | 260, 000 298, 000 | +38, 000 
05 Rents and utility services.................---.--------- Lael 200, 000 | 202, 000 | +2, 000 
06 Printing and reproduction.........-- | 140, 000 REE x anuscmtndeshcnemmmitiaglins 
07 Other contractual services__......- 3, 630,500 | 3, 805, 500 | +175, 000 
Services performed by other agencies_...........-... - 49, 500 | 49, 500 |.- stain teh 
08 Supplies and materials.......... a cali a tae tate ceria 1, 811, 562 2, 281, 562 +470, 000 
Be | onc snbdnedngedddsadsadbsvhiuasacbsoddadsacdes | 1, 100, 000 | 1, 140, 000 | +40, 000 
i OI de alanine eapoinegbeninnes 362, 465 | SE Ln ctcicomipicnicatveds 
11 Grants, subsidies, and contributions-..................---} 809, 700 | 809, 700 ere as, 
15 Taxes and assessments..............-.--.-- detalii al 43, 200 | GB DIB i nnceduasavese 
Supplemental required for pay incres Mees... ee ee ~1, 514, 000 '|.......-.-.---- +1, 314, 000 
arn EEE 0D ID. csi, ening aad weissinthinntnneeiptinnen —77, 353 TT, BOB Lisinnscssccses 
INE Sc tanga che bencn oe tecene sd meecwk aorta | 23,001,607 | 26,815,607 | +3, 814,000 
Deduct quarters and subsistence charges....:.........-...--.. | 4,050 | RONG cn Ghcwgen 
Retednilaitinesinentileliianaies sien ttetiplentpahasnamtanedl 
2,997,647 | 26, 811, 647 +3, 814, 000 


re IE bint centinddeeids to hencidbtons kt | 
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Mr. Kirwan. Do you have a statement, Mr. Woozley ? 
Mr. Wooztey. Yes, sir. 


Mr. Kirwan. Go ahead. 


GENERAL STATEMENT 


Mr. Wooztry. We appreciate the opportunity to appear before this 
committee to discuss our request for a supplemental appropriation 
for fiscal year 1959 in the amount of $3,814,000 for the appropriation 
“Management of lands and resources.” Our request comprises two 
items: (1) to provide funds for our fire suppression activity in the 
amount of $2,500,000 to cover obligations incurred to December 31 
and the estimated requirements for the remainder of this fiscal year; 
and (2) to cover the cost of the pay increase granted under P ublic 
Law ei amounting to $1,314,000. 

For the benefit of members of the committee who may not be fa- 
miliar with the operations of the Bureau, I would like to outline briefly 
its responsibilities. 

The Bureau of Land Management is the Federal Government’s 
agent in administering 475 million acres of public domain lands in 
the United States, including the new State of Alaska, and making 
their resources available to the public for multiple use. Also, it is 
responsible for mineral leasing on the Outer Continental Shelf and 
on 358 million acres of Federal lands under the jurisdiction of other 
Federal agencies. 

In addition to leasing or transferring title to the lands or mineral 
resources, the Bureau regulates grazing on the public domain and 
conducts an active conservation program thereon; administers a siz- 
able timber sales program; and 1s the official cadastral surveying or- 
ganization of the Government. 

Of equal importance to the lease and disposition of the lands is 
the responsibility of conserving the renewal resources such as timber 
and forage by proper use and protecting these resources from fire 
and other destructive elements. 

As I have indicated, this estimate includes a request for $2,500,000 
for fire suppression costs in fiscal year 1959. For many years the 
Bureau has been operating under an arrangement whereby a token 
amount is appropriated in the regular appropriation act for fire sup- 
pression, and a supplemental then is submitted in sufficient amount 
to cover the actual suppression costs. The token appropriation for 
1959 amounted to $400,000. 

During the 1958 calendar year season, 947,886 acres were burned 
over. This compares with over 5,500,000 acres in 1957. The fire 
season in Alaska was severe but it was even more so in the Western 
States. Our constant efforts to improve and modernize our fire de- 
tection and control techniques and our communication facilities are 
beginning to produce results. Despite an increase in the number of 
fires the acreage burned and damage to our resources have been re- 
duced substantially. 

Obligations for firefighting to December 31 total $2,224,436 inelud- 
ing $425,000 of costs incurred in fiscal year 1958. Authority to pay 
these costs in the current fiscal year is contained in section 102 of the 
1959 Appropriation Act. The amount requested in this supplemental 


will 
fight 
not 
not 


stru 
for 
pria 
abs 
ace 


M 


Reqt 
App 
Obli 
Exp 

sud 


Em] 


T 
$3,8 
lie « 
of t 


and 
Obl 


AP} 


Est 


ed 


A 
sur 
in 
$1,! 


2 
ov; 


pra 
Ma 
ap] 
gre 
pos 
exc 
ap] 





his 
ion 
ion 
two 
the 

31 
AT} 
blie 


fa- 
fly 


nt’s 
; in 
ing 
t is 
ind 
her 


ral 

and 

31Z- 
or- 


3 is 
ber 
fire 


N00 
the 
ken 
up- 
unt 
for 


ed 
fire 
ern 
de- 
are 


of 


nd- 
yay 
the 
ital 


677 


will cover these obligations and provide $675,564 for spring fire- 
fighting to June 30. While we hope that the spring fire season will 
not be severe, adequate funds should be made available so we would 
not have to expend next year’s appropriation for current year costs. 

The cost of pay increases under the “Range improveme nt and con- 
struction’ appropriations will be absorbed but funds are requested 
for pay increases in the “Man: igement of lands and resources” appro- 
priation. Our current operating programs are on schedule and the 
absorption of any part of the pay raise would seriously impair their 
accomplishment. 

JUSTIFICATION OF THE ESTIMATE 


Mr. Kirwin. We will put in pages 1, 7, 8, and 9 in the record. 
(The pages follow :) 


MANAGEMENT OF LANDS AND RESOURCES 


mee CLO’. 2 THOME, SHON DUNE 0 LOO Dee mewceneaaenees $3, 814, 000 
URI CED TAY COUR saat cents eaten scents eeaciooieree TE 
Geeetions to Dec: Si, G6. son ek a co ae Seles 15, 462, 612 
Expenditures to Dec. 31, 1958__ iH ook Ble Seis Bl i Se 
Beeset estimate next. fiscal year....~...<..~~.-....... nirinitenec 4 34 eee 


Employment : 


Average number current appropriation__________- pee ek ee 2, 791 
Number involved this estimate (casual firefighters only ii le 412 
Actual employment Dec. 31, 1958__._.....-.--.-_--- i Se cad 2, 341 


1Includes $885,000 appropriated in Supplemental Appropriation Act, 1959. 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The total amount of supplemental funds needed for fiscal year 1959 is 
$3,814,000. This amount includes $2,500,000 to cover costs of firefighting on pub- 
lic domain lands in the Western States and Alaska, and $1,314,000 to cover costs 
of the pay increase granted by Public Law &5—462. 

Following is an analysis of firefighting funds available, obligations incurred 
and the additional amount required : 


Obligations for firefighting to Dec. 31, 1958, including obligations in- 


curred in fiscal year 1958, financed from 1959 appropriations_._.__ $2, 224, 436 
Appropriated, 1959____---~-- ae ila aN nse ct ne leh aaa i aca £00, 000 
Deficit__ ae ce ici a re alah aes ac 1, 824, 486 


Estimated obligations remainder of fiscal year______ atte 675, 564 


Supplemental appropriation required for fire suppression... 2, 500, 000 
JUSTIFICATION 


Management of lands and resources, $3,814,000. 
6. Fire suppression, $2,500,000 

A supplemental appropriation of $2,500,000 is required to cover the cost of fire 
suppression on lands under the jurisdiction of the Bureau of Land Management 
in fiscal year 1959. From July to December 31, 1958, this cost has reached 
$1,824,436, and it is anticipated that fire cost during the spring season to June 
30, 1959, will require an additional $675,564. 

Since it is impossible to predict the cost of fire suppression, it has been the 
practice of the Congress to appropriate a token amount to the Bureau of Land 
Management for fire suppression, the remainder to be provided by a supplemental 
appropriation, thus avoiding the necessity of curtailing regular Bureau pro- 
grams to provide funds for firefighting. The amount appropriated for this pur- 
pose in fiscal year 1959 is $400,000. However, firefighting costs in fiscal year 1958 
exceeded the amount available therefor, making it necessary to apply the $400,000 
appropriated for 1959 to 1958 costs. This is authorized by section 102 of the 
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“General Provisions—Department of the Interior,” in the Department of the 
Interior and Related Agencies Appropriation Act, Public Law 85-439. 

Following is an analysis of firefighting funds available, obligations incurred, 
and the additional amount required : 


Obligations for firefighting to December 31, 1958, including obliga- 
tions incurred in fiscal year 1958, financed with 1959 appropria- 





Baccara eit hclil tases cheteedid ce oc ertevtednecealcisevdchsles desires dich inrtshcninrionapngedeaenpenien $2, 224, 436 
ee aaa phe thd hitb etc Ribbed amie win pine mmnninetin 400, 000 
beet aE ae a a ea PE oe a at 1, 824, 436 
Estimated obligations remainder of fiscal year____________------___ 675, 564 
Supplemental appropriation required___-___--_____-_--------_ 2, 500, 000 


Obligations incurred for fire suppression for the last half of the fiscal years 
1955 through 1958 and estimated for last half of fiscal year 1959 are as follows: 


aa A ac crc eect omic in iv se bbe tanas a chai _.. $50, 583 
RN oriess cictiahermiecadiinacnanci inionigihcas mons cicnenananpe mene Se a cciemninetae: Sn 
ath tee it i Te tas itis cae aise ae eas ena ences tenn ene 438, 442 
a eles ie neni nial inl: nics peanuts gm necgitcinbieieersmmiaggeipgrecsin 625, 348 
tetera rtanas erlipiaeniapeeetinaghasenewynin abeianeienaninernene-eopepeareererepeaptangnmenpiie 675, 564 


The funds requested for the balance of this fiscal year are intended to avoid 
the necessity of requiring 1960 funds to meet obligations incurred during the 
current fiscal year. 

During the summer season of 1958, early matured grass cover, low precipitation, 
and high temperatures combined to result in a very severe fire season. Although 
it was severe in Alaska, it was even more so in the Western States. The Bureau 
is making greater use of chemical retardants and of aircraft for detection and 
suppression. The Bureau’s efforts in improving techniques of earlier detection 
and prompt suppression have resulted in substantial reduction in the destruction 
of our natural resources. This is evidenced in the fact that despite 377 more 
fires in 1958 than in 1957, there were 4,595,114 fewer acres burned. 

The following table shows the number of fires and acres burned during the 
past 5 calendar years: 


Calendar year | Number of | Acres burned 

fires 
EEE, ak a ee ee ee caleba AA EOSS . 852 | 1, 200, 000 
rasta canaries meuttiecdmiduithitatieimtmatblastdimiols ad eaiedaiaail ia 580 93, 5&2 
a : ia inne : 1,041 516, 868 
DN ot eae Piece ep iuaeuils ae - dete’ 1, 280 5, 543, 000 
I ecliptic acachachs neal viatcdansaecendtnienet as tnics esmstrinindege , e edi 1, 657 947, 886 


Obligations incurred for fire suppression for fiscal year 1955 through 1958 and 
estimated for fiscal year 1959 are shown in the following table: 
Obligations 


Fiscal year: incurred 
Neen ne ticsimineamaaniios a $522, 845 
1956___ RR MO A 374, 916 
1957__ - Pie 8 ae, iti al Oi es ke 823, GOS 
Ee rs — , al 2? 198, 990 
1959 (estimated) ______-__ 2 900, 000 


Pay increase, Public Law 85-462, $1,314,000 

The cost of the pay increase granted by Public Law 85-462 to this appropria- 
tion will be $1,314,000. A deficiency appropriation for the full amount will be 
required in order to prevent curtailment of the programs for which the 1959 
appropriation was made. Savings that might accrue from lapses in approved 
positions, program adjustments or from any other source, will be applied toward 
any deficiency resulting from the cost of firefighting. 


Mr. Krrwan. This is the same thing every year? 
Mr. Wooztrry. Yes, sir. 
Mr. Kirwan. We allowed you $400,000 in the regular budget ? 
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Mr. Wooztey. Yes, sir. 

Mr. Kirwan. You nor anyone else knows how many forest fires 
there will be? 

Mr. Wooztxy. That is right. 

Mr. Kirwan. You advance the money from other agencies, is that 
correct ¢ 

Mr. Wooztey. From other functions, yes. 

Mr. Kirwan. Now you have to get the money to pay them back 
and carry on the balance of the year ? 

Mr. Wooziry. That is correct. 

Mr. Kirwan. Of the amount requested you need $1,314,000 to cover 
the costs of the pay increase? How much of that is something you 
can absorb ? 

Mr. Wooztry. If we absorb any of that pay increase it would seri- 
ously impair our operations which are backlogged at this time in 
lands, minerals, forestry , and in range work. 

Mr. Kirwan. Can you absorb any of the request ? 

Mr. Wooztxy. Not in this appropriation ; no, sir. 

Mr. Kirwan. How much do the agencies that you are connected 
with turn in to the Government of the United States in the course 
of a year / 

Mr. Wooztey. It varies. Since we are not able to issue new leases 
in the outer Continental Shelf due to some legal problems, our in- 
come last year was only about $127 million. 

Mr. Kirwan. It keep you on the jump all the time to take care of 
those leases and to get those revenues in ? 

Mr. Wooztey. Yes, sir; in fact, we have something over 105,000 
cases backlogged now that we are not able to handle. 

Mr. Kirwan. Can you repeat that ? 

Mr. Wooztxy. About 103,000, I am told. 

Mr. Kirwan. How much revenue do you estimate that would bring 
to the Government, if you were able to handle it? 

Mr. Wooztry. It is about two-thirds of what we actually closed 
last year so it could very well be that it would run up to $50 million. 

Mr. Kirwan. You are not asking for any new employees in this 
request ¢ 

Mr. Wooztry. No, sir; just the ones we have. 

Mr. Jensen. How many applications did you have on hand, not 
processed, approximately a year ago ? 

Mr. Wooztry. AsI recall, 74,151 to be exact at June 1957, Mr. Jensen. 

Mr. Jensen. You are losing ground on processing leases during 
the past year; is that right ? 

Mr. Wooztey. We are processing more than we ever have but the 
increased demands keep coming in. We expect that we will have 
in the neighborhood of 185,000 requests this year as compared to 
about 99,800 in 1954. 

Mr. Jensen. Is there any way that you can expedite the processing 
of those leases? Are you using about the same procedure you have 
used before ? 

Mr. Wooztry. No, sir; we are constantly improving our techniques 
through photocopying and through new and improved procedures. 
We have a management improvement group that is constantly work- 
ing on better ways to expedite issuing these leases. 
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Mr. Jensen. Has it produced results in your operations? Have you 
been able to process more leases since you put in that program ? 

Mr. Wooztry. Yes, sir. In 1954 we were able to process approxi- 
mately 83,000 cases and in 1958 we actually processed 152,000 cases, 
We have some additional people but the caseload per person has been 
increased materially. Roughly, I would say it is about 25 percent per 
person. 

Mr. Jensen. Mr. Chairman, this firefighting fund is a regular, an- 
nual program. We handle it each year. 

That is all. 

Mr. Kirwan. Thank you, gentlemen. 


Turspay, Marcu 3, 1959. 
Bureau or InptAn AFFAIRS 
WITNESSES 


ERVIN J. UTZ, ASSISTANT COMMISSIONER (RESOURCES) 
ROBERT J. TRIER, CHIEF, BRANCH OF ROADS 

HOMER B. JENKINS, CHIEF, BRANCH OF TRIBAL PROGRAMS 
WILBUR P. KANE, CHIEF, BRANCH OF BUDGET AND FINANCE 
J. LEONARD NORWOOD, CHIEF, BUDGET SECTION 


Roap CONSTRUCTION AND MAINTENANCE (LIQUIDATION oF ConTRACT 
AUTHORIZATION ) 


Status of unfunded contract authorization 





Presently Revised Increase 
ivailable estimate 
Program by activities: Navajo-Hopi roads (liquidation of 
contract authorization) __........_- $1, 000, 000 $1, 000, 000 
Financing: Appropriation to liquidate contract authorization | _- ; | 1, 000, 000 | 1, 000, 000 





| 
' ! 





Mr. Kirwan. We next take up the Bureau of Indian Affairs. Do 
you have a statement ? 

Mr. Urz. Yes,sir. I havea very brief statement. 

Mr. Kirwan. Go ahead. 


GENERAL STATEMENT 


Mr. Urz. Mr. Chairman and gentlemen, Mr. Massey, Assistant 
Commissioner, who was to present this estimate, is out of the city 
and lam taking his place this morning. 

Mr. Chairman and members of the committee, I appreciate this 
opportunity of appearing before you in support of the two supple- 
mental appropriation items we are requesting for fiscal year 1959. 

The first item, in the amount of $6,960,000, is for payment to the 
Standing Rock Sioux Tribe of Indians. The act of September 2, 
1958 (72 Stat. 1762), provides for the acquisition of lands by the 
United States required for construction of the Oahe Dam on the 
Missouri River and for the relocation and rehabilitation of the Stand- 
ing Rock Sioux Tribe of Indians. The funds requested will be 
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deposited in the Treasury to the credit of the Standing Rock Sioux 
Tribe of Indians and will be used for relocating, reestablishing, and 
providing other assistance designed to help improve the economic and 
social conditions of all recognized members of the Standing Rock 
Sioux Tribe of Indians. 

The second item, in the amount of $1 million, is requested under the 
authority contained in the act of August 23, 1958 (72 Stat. 834), 
This amount will be needed to liquidate a portion of the obligations 
entered oe in connection with the construction of Routes 1 and 3 
on the N ie and Hopi Reservation. The act of August 23, 1958, 
amended the Navajo-Hopi Long Range Rehabilitation Tit (64 Stat. 
44), by increasing the amount authorized for road construction from 
$20 ) million to $40 million and made $20 million of contract authority 
immediately available for the construction of Routes 1 and 3. It is 
proposed to initiate this construction in fiscal year 1959 with an 
obligational program of $3 million. 

That completes my st atement, Mr. Chairman, and I will be pleased 
to answer any questions the members of the committee may wish to 
ask. 

JUSTIFICATION OF THE ESTIMATE 


Mr. Kirwan. We will insert the justification in the record at 
this point. 
(The justification follows :) 


Roap CONSTRUCTION AND MAINTENANCE (LIQUIDATION OF CONTRACT 
AUTHORIZATION), BUREAU OF INDIAN AFFAIRS, 1959 


Request (to remain available until expended) ---.----_----______- $1, 000, 000 
I ceases errata mcnmrensiniataverainietahl $12, 000, 000 
RO UURRRIENONE Abe PN CN” 0 cence aeerres > er ateretes ts iegioneeeee $8, 438, 503 
a mene: Ta TE I ince ese pve eveeeeens enone needs $14, 600, 000 
Employment: 
Average number, current appropriation___.___--___-_----__. 864 
Dumber involved, (iis CellmaRte sisi ecto mence ewe 864 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


This proposed supplemental appropriation is required to liquidate contracts 
entered into pursuant to the authority contained in the act of August 23, 1958 
(72 Stat. 834). The amount requested will be needed to finance construction 
of Routes 1 and 3 on the Navaho-Hopi Reservation for fiscal year 1959. 

The obligations incurred and the proposed cost to provide for liquidation under 
this authorization are set forth in the following tabulation: 


NAVAHO-Hopt Roap CONSTRUCTION (LIQUIDATION OF CONTRACT AUTHORIZATION ) 
1959 program 


Appropriation (proposed) : 
Navaho-Hopi road construction (liquidation of contract authori- 


ne a ek oe ccuknttnttimcmin. ly Cee 
Proposed cash available for liquidation of contract authoriz: i- 

NN re nN ak ke enamels 1, 000, 000 
aD a career cinghacengceomsinmnndavedareathadon statins niet neiesial mandi 3, 000, 000 
CONS: GUURRLIOUNS |... ca An lb ci bedntneiguma 2, 000, 000 

Route 1 
Navajo Route 1 extends 197.44 miles from Arizona State highway U.S. 89 


near Cameron, Ariz., northeasterly via Tuba City, Ariz., Kayenta, fear the 
four corners of Colorado, Utah, New Mexico, and Arizona to New Mexico State 
highway U.S. 666 near Shiprock, N. Te 

art of Route 1, 11.5 miles from U. _ 89 to Tuba City, has been improved with 
a low-type bituminous surface. This section will require shoulder construction 
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and a high type bituminous surface. The eastern part of the route 21.84 miles 
from the Arizona-New Mexico State line to U.S. 666 near Shiprock, has been 
improved to near State highway standards. This section has a high-type 
bituminous surface but requires shoulder construction and the replacement of 
two timber bridges. 

The remaining 164.1 miles is low standard or unimproved road and trail. 
Complete new construction is required to improve this road to the secondary 
State highway standards which are required to serve the character and volume 
of traffic which engineering studies have established that this road must carry, 

The total estimated cost of the improvements required to improve Route 1 
to Arizona State secondary standards is $14,364,000. The detailed estimate is 
shown in table I. The 1959 program will provide for contracting or otherwise 
obligating $1,865,000 for this route. The 1960 estimate provides $3,926,000 for 
this route, leaving a balance to complete of $8,573,000. 


Route 3 


Route 3 extends easterly 170.131 miles from Tuba City, Ariz., via Keams Can- 
yon, Ariz.; Ganado, Ariz.; and Window Rock, Ariz., to New Mexico State High- 
way U.S. 666 north of Gallup, N. Mex. 

The 15.931 miles of this route between the Arizona-New Mexico State line and 
U.S. 666 north of Gallup has been improved to State highway standards for the 
grading and base course; only a high type asphalt pavement is required to com- 
plete this section. The remaining 154.2 miles have been graded to a county 
trunk standard 24-foot road. All except 28.7 miles have bituminous surfacing. 
Except for plant mixed asphalt mat on the section from Ganado, 19.5 miles east, 
the bituminous surface is low type. 

The work required on route 3 is widening the roadbed and base course and 
constructing a 26-foot, high type asphalt pavement. Four old wooden bridges 
must be replaced with steel and concrete structures, and some grading for 
alinement and grade changes in bad spots is required. 

A detailed estimate of the work and the cost on route 3 is shown in table II. 

The total estimated cost of route 3 improvements is $5,636,000. Projects 
under Navajo jurisdiction are estimated to cost $3,336,000. Projects under Hopi 
jurisdiction are estimated to cost $2,300,000. 

The 1959 program will provide for contracting or otherwise obligating 
$1,135,000 for route 3. The 1960 estimate provides $1,074,000 for this route, 
leaving a balance to complete of $3,427,000. 


Public Law 85-470, 1959 program—Route 1 and Route 3, Navajo-Hopi roads 


{Dollar amounts in thousands] 














Bridges Grading Surfacing Survey and 
plan 
1959 program eS Ne it Sell i | sf ene 
| | | | j 
Feet | Amount | Miles| Amount} Miles} Amount | Miles; Amount 
| | | 
weal Ieee sen DT gee Tee cr -cikey er ot oe atl i 
Navajo Reservation, Route 3: | | | | 
Dennebito Wash to coal j 
mine___ $1,015 : 28.7| $100 | 28.7 $915 = 
Surveys and plans-.- | 50 | : = | 24 $50 
ee ee ee ee 
Navajo total 1, 065 | tiie P|, ig 100 | 28.7 915 | 24 50 
Hopi Reservation, Route 3: Sur- a "| . 7 | i | | — 
veys and plans._.. 70 | - s | 4 23 | 70 
sengietegelnersintisuantlanagedepgieummeen anbppenteie - a 
Hopi total _ 70 .| 23 | 70 
fotal, 1959 Route 3 pro-| | 
gram... 1, 135 | * 28.7 100 | 28.7 915 47 1 
| —| ——— =| ——-—--— = —— = === 
Navajo Reservation, Route 1: | 
State line to U.S. 666___. 180} 350| $180 | goal 
Tuba City-Middle Mesa.._-| 819 Be oe 13.0 | 312 | 13.0 07 | 
State line west, 5.5 miles. - 516 | “ 5.5 | 300 | 5.5 216 | |----= 
Surveys and plans__ 350 rs 100 | 350 
——_——- } ——————— | | | ae | | 
Total, 1959 Route 1 pro- | | 
gram... fol 1, 865 350 180 | 18.5 612 | 18.5 | 723 100 350 
— = — —j|— — — — — = —— ——— — — 
Total program. ati 3, 000 350 180 47.2 | 712 | 47.2 | 1, 638 147 470 
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TaBLE 1.—Road construction, route 1—Project, budget classification, breakdown 


[Dollar amounts in thousands] 






































Bridges Grading and Surfacing Surveys 
draining 
Projcct 7 F ¥ 
Feet j|Amount| \Miles |Amount)Miles |amount|aAttes! Amount 
- —_ _ — ——_| | aol — |— _ — | — 
S. highway 89-Tuba City._........-.-|_.---- | ehees | 11.5 $115 | 11.5 $398 |..._.- Lape 
Taba City to Middle Mesa._..-.--------|__---- Ln kaielh 13.0 312 12 | 13.0 507 |_-.-- ie ad 
— Mesa-Cowsprings Coal Mine_- Nand wnli eh atieuine 27.1 650 | 27.1 ee Soa sepia 
rings Coal Mine to Long House | | 
e7 Pie a eSB as ee a aa 10.0 | 240 | 10.0 | WB ihi ects acddeeed 
Rh House aey Oe MORN S nn dsl sacs ~leonenaes 27.0 | SO Se 
Church Rock Wash Bridge.....-....--.-| 150 | $90 |--..-.- bi af oe a Tae Rss Addde ake 
Kayenta-Dennehotso-.--- .-- Se ana od wail eithiendoaeeT ane 820 | 24.0} 1,004 Pie 
Laguna Creek Bridge_..........-..--.--- 250 | 10: }...... Loam ; | A Steed 
Dennehotso-Dry Ridge---- Seed acon rela Riiaiaiaeaas i | 24.0 | 950 | 24.0 1, 061 polenta 
Dry Ridge-Bob Martin Hill__- Lowentgioca=saper 26.0 | 858 | 26.0 1,076 |-- ae 
Bob Martin Hill-Arizona to New Mexico | | | | | | 
State line_- ec dams .-| 13.0 716 | 13.0 Bi Sah ce: 
State Line to U.S. 666 near Shiprock-- 350 | 180 | ieee a 450 | ies p 
Surveys and plans......-...- scaniananalaes ee ts Lidice tebe tn sane n deena aate 197.4 $757 
| ee fj} — |——_— a —_ ERNIE 
a 750 420 (175.6 5,602 |197.4 | 7 "585 l197 757 
| } | 
OC MD -2s ch a Wioechddosusssenugesece wdeabeeooae a ranied ncaa . $1, 865, 000 
Estimated for 1960. a bax = sie : : 3, 926, 000 
Estimated balince to complete_-...--- } ‘ 3 8, 573, 000 
‘Total estimate for route 1. --.  desubaithdsdiatbandhail SS inicdemepniia : Saad 14, 3¢ 4, 000 


TaBLE II.—Road construction, route 3—Project, budget classification, breakdown 


[Dollar amounts in thousands] 




















| 
Bridges Grading and | Surfacing Surveys 
draining 
Project gro eels eanronantieeaenaninrnas <atipgntaaaly | ncacatiaiiaeneanitinnenieiin 
| | 
Feet Amount|Miles Amount/Miles|Amount! Miles} Amount 
U.S. 666 to New Mexico State lime_..._..|____-.|_-.------ ee : | 15.9 $190 : 
New Mexico State line to top of moun- | | 
tain. _- 7 eae aena tetas Thinkin 7 9.7 | 260 isa wraraiibetin 
Black Creek. wevwerewen} 10) 900 }-...--}.-...--- — . 
Top of mounts xin to Gans ado... eral | | 19.5 | 180 a a 
Ganado through Steamboat C anyon... gece nt [ace teewapowesiles ---| 21 578 bas 
Steamboat Canyon to Holbrook Junc- | | | | 
tion _- Bi colbdecceUpbedsceaccielileg alike Mn ; | 13.6 | 357 
Moenicopi-_- ee 100 | 2.0] $70 | eae ‘a 
Dennebito Wash to coal mine_-.---- pledaendinceacaea Gee 100 | 28.7 915 | 
Coal mine to Tuba City... ....-....-.-.-- , abt tee dadaccliddnoghiiaeh de 11.5 | 296 | . 
Surveys and plans... -_-.-- ; Se eneoe | 121. 0 $210 
ee —— | -— | | _- —- 
Navajo total, $3,336........-....-- 350/ 180] 30.7] 170 ) [121.0 | 2,776 |121.0 210 
[a | ee | | ee | 
Jeddito Wash. -- | 175 | 100 | ; ‘ 
Holbrook Junction to Keams Canyon...|--- eidinne | 8.2 142 | 8.2 197 
Keams Canyon-Toreva. ; sinataicease eae 5.0 | 100 | 21.5 | 572 | 
Toreva-Dennebito Wash. _.. SA bites -| 19.4 379 | 19.4 | 458 | 
Oraibi Wash a ..| 360 | 0 %...--:. ; | ; 
Surveys and plans... pean eee ssi tain nein ent tm . . j .---| 49.1 152 
|| ~~ | __-, |. —_ -_—__]___- —____. 
Hopi total, $2,300_. - ‘ } 535 | 300 | 32.6 621 | 49.1 1,227 | 49.1 152 
Route 3 total.........-..--..- | 885 | 480 | 63.3] 791 {170.1 | 4,008 {170.1 362 
I a ile nei aa si ali nF ee $1, 135, 000 
Estimated for 1960_._- dS 355% seca Food : : 1, 074, 000 
Estimated balance to complete dks caida 4: ~ 3, 427, 000 
En sc ntindenitanne meena miragone <aathint ost thineas secant 5, 636, 000 
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STATUS OF OBLIGATIONS 


Mr. Kirwan. Congress last year authorized the spending of $20 
million; it that it ? 

Mr. Utz. That is correct. 

Mr. Kirwan. You have obligated what, $50,000 so far? 

Mr. Urz. Just about. 

Mr. Krrwan. Why could not this request wait until the regular 1960 
budget? Those Indians have been out there 100 years and now all 
of a sudden it becomes urgent. I think it can wait until the regular 
bill. That is my personal opinion. We have not marked up that bill 
and you have only $50,000 obligated. I think every member of the 
committee is trying to get away from supplementals unless they 
absolutely necessary. 

Mr. Jensen. I must concur in Mr. Kirwan’s statement. That is all. 


are 


PAYMENT TO StTanpinG Rock Sioux Trier 


Program and financing 


1959 1959 
| nr i 


Program by activities: Payment to Standing Rock Sioux | 
Tribe of Indians (total costs, obligations 








. aa ee $ Wi MW $ 0, 000 
Financing: Appropriation (new obligational authority) - ~~. nies ’ 960, 000 
Object classification 

1959 | 1959 
| rezentic | . 1 — 
I ently revised 159 increase 
| tilable ( ite 
. . | ‘ on 
11 Grants, subsidies, and contributions_..............-- stahatebbers ---| $6,960,000 $6, 960, 000 





Mr. Kirwan. We will now take up the item of the payment to 
Standing Rock Sioux Tribe of Indians. Do you have a statement 
on that? 

Mr. Urz. That is covered in the first part of my statement, Mr. 
Chairman. 

Mr. Krrwan. Go ahead. You are now in here for a request of 


$6.960.000 ? 
Mr. Utz. Yes, sir. 
Mr. Kirwan. Let us put in pages 4 and 5 in the record. 


(The pages follow :) 
JUSTIFICATION 


Public Law 85-915 approved September 2, 1958 (72 Stat. 1762) provides for 
the acquisition of lands by the United States required for construction of Oahe 
Dam on the Missouri River and for rehabilitation of the Indians of the Standing 
Rock Sioux Reservation in South and North Dakota. 

Section 5 of the act authorizes to be appropriated the sum of $6,960,000 for 
deposit to the credit of the tribe for the purpose of developing individual and 
family plans, relocating, reestablishing, and providing other assistance designed 
to help improve the economic and social conditions of all recognized members of 
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the tribe and provides further that such fund may be expended in accordance 
with plans and programs approved both by the Tribal Council and the Secretary 
of the Interior. 

The tribe has an enrollment of about 5,300 members, of whom about 3,600, con- 
stituting 700 families, reside on the reservation. The taking authorized by the 
pill will force 186 families to move from the taking area and be absorbed in the 
diminished reservation which presently is inadequate in both quality and 
quantity of land. 

The present social and economic status of the tribe is very bad. These people 
now live in poor quality and entirely inadequate houses, crowded to an average 
of 5 to a room, and most of the living quarters are without indoor plumbing or 
electricity. Two-thirds haul water for domestic use and 80 percent must go as 
far as one-half mile for drinking water. The Standing Rock Indians are the 
lowest income group in the Nation, with a median income in 1955 of $340 per 
person, including public welfare and pension payments, compared to a 1954 
national average of $1,170 per person. Four out of five people receive public 
assistance in one form or another. They have little or no work and few work 
opportunities. They are totally unprepared or equipped to live in large centers of 
population because of their timidity, educational limitations, language handicaps, 
and lack of special skills or vocational training. Likely candidates for reloca- 
tion services have already left the reservation. 

It is imperative that plans for rehabilitation be approved at the earliest pos- 
sible date so that a minimum loss of subsistence and livelihood will stem from 
the taking of the lands and so that the economic and social conditions of these 
Indians may not only be improved but maintained. 

The amount of $6,960,000 is requested so that funds will be available at the 
earliest possible date to enable the Secretary and the tribe to carry out their 
respective responsibilities with respect to individual members of the tribes. 
The first group of Indians are to be moved from their homes and relocated by 
April 1959. 


Mr. Kirwan. It has been said that there were 400 contracts nego- 
tiated between the Government and the Indians and the Government 
never kept one of them. 

I would like to see the Government keep this one and pay the In- 
dians this $6,960,000. 

We moved them off the place where they were for 150 years, and I 
hope that this committee and the Congress will see fit to give them this 
money. It isa worthy thing to have inasupplemental. 


STATUS OF CLAIMS 


Mr. Jensen. The claims by the Indians have been completely ad- 
judicated now; is that right? 

Mr. Urz. There has been complete agreement as far as I understand, 
between the Congress and the Indians, in connection with the amount 
for this item. 

Mr. JENSEN. So you can now go ahead and pay the Indians? 

Mr. Urz. That is correct. 

Mr. JeNsEN. I think it is mandatory that we pay them. There is 
nothing else that we can do? 

Mr. Utz. Yes, sir. 

Mr. Jensen. I agree with Mr. Kirwan. 

Mr. Bow. Does this amount draw interest ? 

Mr. Urz. Yes; it will be deposited to their account in the Treasury 
drawing 4 percent. 

Mr. Bow. Upon payment the interest will cease ? 

Mr. Urz. Yes, sir. 

Mr. Bow. That is all. 
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PROPOSED SCHEDULE OF DISBURSEMENTS 


Mr. Jonas. I notice on the last page of your statement the movement 
of the first group of Indians is expected to occur in April 1959. What 
is the proposed schedule of disbursements for this money? Do you 
have a tentative or a definite program ? 

Mr. Urz. There is. The tribe will prepare a definite program of 
work on the reservation which will be of longtime benefit to the In- 
dians. It is not proposed that this money be paid out in per capita 
payments, except for the amount that is to be paid for the land itself, 
The rehabilitation funds which we are requesting here today will not 
be paid out in per capita payments. 

Mr. Jonas. I understand it will be used to defray the expenses of 
the removal of these people to other locations; is that right? 

Mr. Urz. That is right and their rehabilitation on the reservation, 

Mr. Jonas. I am asking you about the schedule of disbursements. 
Do you have a schedule for the disbursement of this $6,960,000 ? 

Mr. Urz. The tribe has not completed its entire program. 

Mr. Jonas. You do not know whether you will need it between now 
and July 1 or not ¢ 

Mr. Urz. The tribe will need a portion of it. 

Mr. Jonas. I understand that you will need a part of this first 
group of Indians to be moved in April, but your justifications do not 
show how much and do not contain a schedule of disbursements. 

I was inquiring as to that, if you know or if you have one? 

Mr. Urz. We do not have a schedule on disbursements at this time. 

Mr. Jonas. You do not know how much you expect to have to dis- 
burse by the end of this current fiscal year? 

Mr. Urz. No, we do not. I would like to call to your attention 
that payments will be made upon order of the tribe as provided by 
section 5 of Public Law 85-915 under a plan approved by the Secre- 
tary. The tribe has been formulating its plan for use of these funds 
and I understand it will be submitted to us for approval within the 
next several days. 

Mr. Jonas. That is all. 


Pi 


ee 


ment 
What 
) you 


m of 
2 In- 
ipita 
tself, 
1 not 


es of 


tion. 
ents. 


how 


first 
» not 


ime, 
dis- 


ition 


1 by 


cre- 
inds 
the 


687 


Tuespay, Marcu 3, 1959. 
Bureau or REecLAMATION 


Loan ProGRAM 
WITNESSES 


FLOYD E. DOMINY, ASSOCIATE COMMISSIONER 
NEWCOMB B. BENNETT, JR., CHIEF, DIVISION OF PROJECT DEVELOP- 
MENT 
Program and financing 











1959 | 1959 
presently | revised | 1959 increase 
available estimate 
Program by activities: 
2. Small projects: | 
$14, 167, 000 $4, 860, 000 


| 
130, 000 | DOPED Sswactomibsiiedniene 


























(a) Loans.....--- pee Eo aae-==-| $9, 307, 000 | 
SP, « sacsecdtiessuasabvessbsanaanddetliaoouat 
BRIERE 5 cn. arin e - decninemiawedaenwonndsmaw 200, 000 | FO OOD nner cintintetesiamits 
Wleh iimeitnt oot ics ee de | 9, 637, 000 14, 497, 000 | 4, 860, 000 
Financing: 
Unobligated balance transferred from ‘‘Construction and | 
rehabilitation”’ (72 Stat. 1576) - .- netted saalanapetichtinat —419, 318 ob§0E Dil sesceasawene 
Unobligated balance carried forward _--.....------- oa 419, 318 | Ga recone 
Appropriation (new obligational] authority) ..........-- | 9, 637, 000 14, 497, 000 | 4, 860, 000 
Object classification 
1959 1959 
presently revised | 1959 increase 
available estimate 
Total number of permanent positions_ ade aaiwacniell 19 Oa 
Average number of all employees wonl 22 22 |_- Saakee 
Number of employees at end of year. - Seas ek pkksl acu cie | 14 14 | si 
01 Personal services: 
Permanent positions. ; ale , $147, 666 GGT O08 fos -..cngs0ns- 
Other personal services... ..... 574 | 574 ; 
Total personal services... - ' hin 148, 240 148, 240 | aidan 
02 Travel. seek nna oabkaeted bhisnaal 9, 790 eee eee ae 
038 Transportation of things- --- pitas gdcbi tina’ 300 ee 
04 Communication services = 850 | DE ask anchuntie bas 
05 Rents and utility services_-._- as ares 360 | BP ten dteneiccine 
06 Printing and reproduction ee a 2, 200 | 2, 200 peat 
07 Other contractual services. _-_- Sidpabhess 36, 385 | i... 
08 Supplies and materials_._-_-_-_-. prukeatite | 4,900 | 4, 900 inca 
09 Equipment ; : bail 1, 100 | B Mts, 2 
11 Grants, subsidies and contributions _-_--- aeen-ecn-nenee! 138, 769 | Tl ar 
16 Investments and loans-- mak salad chhes iawgeee’ | 9,294,106 | 14, 154, 106 | $4, 860, 000 


Total obligations... .......-.. __---eeeee-ee----e-| “ 9,637,000 | 14,497,000} 4, 860, 000 





Mr. Kirwan. We will now take up the Bureau of Reclamation of 
the Department of the Interior. 

We are glad to have you with us. Do you have a statement, Mr. 
Dominy ¢ 


GENERAL STATEMENT 


Mr. Dominy. Yes, Mr. Chairman. 

Gentlemen of the committee I appreciate the opportunity to ap- 
pear before you in support of Reclamation’s request for supple- 
mental funds in fiscal year 1959. 


37458—59—_—44 
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The request of $4,860,000 now before this committee represents the 
total amount required to finance two loans as authorized by the Small 
Reclamation Projects Act of 1956. The Goleta County Water Dis- 
trict in California has applied for a loan of $2,080,000 and the Roose- 
velt Water Conservation District in Arizona has requested a loan in 
the amount of $2,780,000. Both of these applicants have aan 
with the criteria set up for these loans and have met all of the quali- 
fications for eligibility under the loan program, including a 60-day 
waiting period before the Congress. Each project is engineer ingly 
sound and has met feasibility standards required under this program. 
Contracts with both districts providing for repayment of the loans 
have Coad drawn up and ap proved by the Secretary of the Interior. 
Elections for ratification of the contracts in both districts are sched- 
uled for this spring. Funds will not be advanced to the districts 
until the contracts have been approved and validated by the courts. 

As set forth in the justification, the Goleta County Water District 
plans on constructing a oe to utilize water that is available from 
the Cachuma project, ‘evade yy the Bureau of Reclamation a few years 
ago. WI hen completed this small project will — some 3,000 acres 
not now receiving irrigation water. It will also provide improved 
facilities for serving an additional 855 acres presently irrigated from 
other sources in the area. 

In addition to the outlet works, etc., the principal features of this 
project consist of a main conduit of some 42.000 feet in length averag- 
ing about 30 inches in diameter and some 36,000 lineal feet of dis- 
tribution systems pipelines varying in size from 8 inches to 21 inches 
in diameter. 

The proposed project of the Roosevelt Water Conservation Distri 
provides for the rehabilitation and betterment of its existing irriga- 
tion system which has been in operation for over 30 years. The plan 
is designed to saree & more economical operation and maintenance 
of the district’s works, provide more efficient water deliveries and 
reduce distribution system losses. - plan also provides for repair 
or replacement of deteriorated existing canal lining, installation of 
concrete lining or pipes in the sede unlined laterals having the 
heaviest seepage loss and highest maintenance costs, deepening and 
replacing wells and improving pumping plants. The system serves 
about 37,500 acres of rich irrigable land. The proposed work is not 
designed to increase this acreage but to 1 prove the system and to 
insure an adequate supply of water for the iands now under irrigation. 

Mr. Kirwan. That completes it ? 

Mr. Dominy. Yes, sir. That completes my statement. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Kirwan. We will insert pages 1 and 5 in the record. 


(The pages follow :) 
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LOAN PROGRAM 


Request to remain available until expended__-------------------- $4, 860, 000 

For 4 months from Mar. 1, 1959. 
Appropriation to date____---------------~-------~~-------------- * $9, 637, 000 
Gotiestions to Dec. 31, 1068... tncie nh do te entices $5, 949, 752 
genenditures tO Dec. 31, 1058... 1. $1, 307, 217 
Employment : 


Average number current appropriation__-____--_-__-_-_____-_- 22 
Ninnber involved thie estimete. <2. ciclo ee Le, Lele 
Actual employment, Dec: 81, .1058.........-~ +... 4s 16 


1JIncludes $4,203,000 supplemental appropriation. Budget estimate next fiscal year, 
$220,000. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Small reclamation project loan applications for the Goleta County Water Dis- 
trict in California and the Roosevelt Water Conservation District in Arizona 
were approved by the Secretary and sent to the Congress in July 1958. Com- 
pletion of their 60 days before Congress in accordance with the requirements 
of the act of August 6, 1956 (70 Stat. 1044), as amended (71 Stat. 48), has been 
met. The applicants are eligible for loans to be financed from appropriated 
funds. An appropriation to finance these prospective loans was not in order 
prior to meeting the above requirement of law and funds were not requested 
in the regular fiscal year 1959 appropriation bill. Since these proposed loans 
have met the legislative requirements, supplemental funds for fiscal year 1959 
totaling $4,860,000 are hereby requested. 


Fiscal year 1959: 
Regular appropriation____________- oa Buck ccnapasanneny. tthe Se oe 
Supplemental appropriation Ca _ 4,203, 000 
Proposed supplemental appropriation__- 4, 860, 000 


rotal a  . , , 14, 497, 000 


, 


Two small reclamation project loan applications were approved by the Secre- 
tary and sent to the Congress in July 1958. Completion of their 60 days before 
Congress in accordance with the requirements of the act of August 6, 1956 
(70 Stat. 1044), as amended (71 Stat. 48) has been met. The applicants are 
eligible for loans to be financed from appropriated funds. An appropriation 
to finance these prospective loans was not in order prior to meeting the above 
requirement of law and funds were not requested in the regular fiscal year 
1959 appropriation bill. Since these proposed loans have met the legislative 
requirements, supplemental funds for fiscal year 1959 totaling $4,860,000 are 
hereby requested. 

The Goleta County Water District in California has asked for a 


loan of 
$2,080,000 for a project to 


irrigate 3,000 acres of new lands and to improve 
the facilities for about 855 acres now irrigated. This project will provide the 
irrigation distribution system to deliver a part of the water obtained by the 
district from the Cachuma project built by the Bureau of Reclamation. It 
Will be similar to a distribution system constructed several years ago by the 
Bureau to serve another portion of the district as a part of the Cachuma project. 
The Interior and Insular Affairs Committees of both 
have adopted resolutions favorable to this loan. 
been prepared and approved as to form. 

The Roosevelt Water Conservation District in Arizona has requested a loan 
of $2,780,000 for the rehabilitation and betterment 
System that serves 37,500 acres of land. The work will include repairs and 
improvements on main canals and about 100 miles of laterals, deepening and 
repiacing Wells, and improving pumping plants. The House Interior and Insular 
Affairs Committee adopted to resolution favorable to this loan on August 1. 
The repayment contract has been prepared and approved as to form. 


the House and Senate 
The repayment contract has 


of an existing irrigation 


CURRENT NEED FOR REQUEST 


Mr. Kirwan. Why could not this request wait until the regular bill? 
Mr. Domriny. Mr. Chairman, there is a mistake in the printed ma- 
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terial which appears before you. It says that we did not request money 
for these items in fiscal year 1959, but we did. as 

If you gentlemen will recall, we had a request for $25.2 million for 
small projects and the loans under Public Law 130 to finance distribu- 
tion system construction. The Congress, in considering it last year, 
reminded us that this would be legislation in the appropriation bill 
since we had not, at that time, completed the legislative requirement of 
the 60-day waiting period before the legislative committees of Con- 
gress with the exception of two proposed small projects. 

In the regular appropriation bill for fiscal year 1959 did approve, 
and the Senate agreed, and there was included money for the two small 
project loans. 

Before Congress adjourned there were two others that had com- 
pleted the 60-day waiting period and in a supplemental action late in 
the last session of Congress, you appropriated funds for two addi- 
tional small-project loans. 

This was approved both in the House and in the Senate and I cer- 
tainly got the inference that you gentlemen turned down our $25 mil- 
lion request for small-project loans only because we did not have the 
final action on all of the other loans. As TI recall it, you encouraged 
us to come back for a supplemental. As a matter of fact, the Senate 
committee report so indicates. 

Mr. Kirwan. You can never say that I indicated for you to come 
back for a supplemental because I do not approve of them. Only 
when there is an emergency, or an urgent requirement that cannot be 
deferred. 

These loans are really for new construction starts. 

Why do we request these when the President’s budget for 1960 has 
a no-new-start policy under the regular appropriation for Federal 
construction of reclamation projects? 

Mr. Dominy. We discussed that at length before the Appropriations 
Committee last year. We pointed out that, for the most part, the small 
projects were not for new construction as much as for rehabilitation 
and —etterment of existing ones. These two we have before you, the 
one for new construction at Goleta, would provide a distribution sys- 
tem to put to work project facilities already built under the Cachuma 
project. 

The other is rehabilitation and betterment work to modernize and 
improve an existing system. 

Mr. Kirwan. Not one is a new project ? 

Mr. Dominy. Yes, sir. The Goleta project is to finance a distribu- 
tion system for an area not now irrigated—except for a small acreage. 
Mr. Kirwan. I want that understood. That is a new project. 

Why is not the Roosevelt Water Conservation District project 
handled under the regular rehabilitation and betterment program 
of the Bureau ? 

Mr. Dominy. Because it lacks one essential requirement of the law. 
The rehabilitation and betterment program under the act of 1949 
is limited to projects built originally by the Federal reclamation 
program. 

Mr. Kirwan. Will there be any serious delay or any great harm 
if we refer this to the regular committee for consideration in con- 
nection with the 1960 bill? What harm is going to be done? 
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Mr. Dominy. On each of these projects we can have the repay- 
ment and be ready to advance the loan within the next 30 to 60 days. 
So there would be a delay of about 60 days if these were to be financed 
as part of fiscal year 1960 instead of as a supplement to fiscal year 
1959 as recommended. 

Mr Kirwan. There would be a delay of only 30 or 60 days? 

Mr. Dominy. Roughly a delay of that order. 

Mr. Kirwan. Therefore, there would not be too much harm done 
if we referred them to the regular subcommittee on public works 
appropriations ¢ 

r. Domrny. It would just delay the start of the projects. That 
has some significance, Mr. Kirwan. As you know, the construction 
period in the West is somewhat limited although at Goleta weather is 
not too important. In the case of the Roosevelt District they will 
have to do the work in the spring, and fall primarily, because it is on 
an existing project that is being irrigated. So, I cannot say there 
would be a serious delay, but we did think that this request was in 
line with the discussion we had with the Appropriation Committees 
last year when we submitted the $25 million request. 

Mr. Kirwan. Do you have any questions, Mr. Thomas? 


OTHER PROJECTS MEETING CRITERIA OF SMALL RECLAMATION 
PROJECTS ACT 


Mr. Botanp. Do you have any other projects which meet the criteria 
of the Small Reclamation Projects Act which are pending before the 
Bureau now ? 

Mr. Dominy. We have others that are pending before the Bureau 
of the Budget. 

Mr. Botanp. Other projects which meet the criteria of the Small 
Reclamation Projects Act ? 

Mr. Domtny. We believe so, and we expect the Bureau of the Budget 
to approve those applications so we can submit them to Congress soon. 

Mr. Botanp. You could not have submitted them in this supple- 
mental ? 

Mr. Dominy. No, sir; we have complied with what we thought were 
the principles laid down in our discussions with the committee during 
budget hearings for fiscal year 1959 that we would not submit them 
until they actually had completed the requirement of being before 
the Legislative Committee for a 60-day period. 

Mr. Botanp. But as of this date there are others which have com- 
pleted the requirements of the Legislative Committee ? 

Mr. Dominy. No, sir. 

Mr. Botanp. So there are no other projects which meet the criteria 
of the Small Reclamation Projects Act that are now pending before 
the Bureau of the Budget ? 

Mr. Dominy. That is right, sir. I misunderstood your question. 
We have others pending before the Bureau of the Budget which are 
for transmittal to the Legislative Committee. 

Mr. Bouanp. These are the only two which actually meet all the 
criteria ? 

Mr. Dominy. We have one other project under Public Law 130 
which does not have to come up for additional clearance to the Legisla- 
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tive Committees which now is reaching the stage where it could be 
considered as ready for a loan. 


SOURCE OF WATER FOR GOLETA COUNTY WATER DISTRICT PROJECT 


Mr, Jensen. From what source are you obtaining the water for the 
Goleta County Water District project? 

Mr. Domrny. That is one of the irrigation districts, Mr. Jensen, 
that will get its water through the Tecolote tunnel as part of the 
Cachuma project. 

Mr. Jensen. Therefore, the water for this project will come through 
the Tecolote tunnel ? 

Mr. Domtny. They have some small water supply, as I indicated, 
They are irrigating about 855 acres now from local Rene , and 
the major water supply for Goleta will come from the Cachuma proj- 
ect works. 

Mr. Jensen. You mentioned 855 acres that are now irrigated, 
There were 24,000 acres which were supposed to be irrigated in that 
project, and for which we appropriated money originally. You 
mean to say there are only 855 acres now irrigated ? 

Mr. Domtny. Oh, no. sir. We have on the Cachuma project in 
addition to this Goleta extension four other irrigation districts that 
are taking water from the Cachuma project works and the 855 acres 
I mentioned here are served from water supplies available from 
pumping in the Goleta area. 

Mr. Jensen. It is my understanding that the main part of the 
project has been comp leted now for about 3 years ? 

Mr. Dominy. Yes, sir. 

Mr. Jensen. I wonder if water is not available now to most of 
the 24.000 acres? 

Mr. Domriny. Yes, sir, Mr. Jensen, we are furnishing water to about 
27,000 acres on the Cachuma project this year. This is merely a 
windup of the distribution system program. 


INTEREST RATES AND REPAYMENTS 


Mr. Bow. Mr. Dominy, what is the interest on this loan ? 

Mr. Domrny. The loan is interest free on any irrigation facility 
Tf it is a municipal water facility, they would pay interest at the 
rate of 314 percent. The law requires us to charge interest at the 
rate which the Treasury certifies to be the yield on all long-term mar- 
ketable obligations as of the May preceding the fiscal year in which the 
loan is made. 

Mr. Bow. Now, how much interest would be included in these 
projec ts 2 

Mr. Domtny. I believe both these—I am positive that both of these 
are now written as irrigation loans with a provision in the contract 
that any time water is diverted for municipal and industrial purposes 
an apportionment will be made and interest will be charged on that 
portion of the loan at the time the change occurs. 

Mr. Bow. What is the repayment contract length of time? 

Mr. Domrny. In the case of Goleta, we have a 40-year repayment 
period, although the law permits up to 50, but we are required to 
write repayment contracts under the ability to repay principle. We 
determined and they have agreed to repay it in 40 years. 
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In the case of the Roosevelt district, since their water supply is 
obtained from ground-water pumping and since our geological studies 
indicated there might be some question as to the permanency of their 
ground water because there is an overdraft, we have insisted on a 
shorter period for repayment. And they have agreed to repay it in 
992 years. We recognize that in order to pay it in 22 years they have 
to draw on values th: at are presently there, and not limited strictly to 
the increased value that will be put in by this investment. But they 
were agreeable to this because they want this rehabilitation work and 
need it badly. 

One other thing, Mr. Bow: We will charge interest at the rate of 

8 percent on excess land under the Small Projects Act. So, any 
excess lands that would be served in either the Roosevelt or the Goleta 
districts would be served through that provision of the Small Projects 
Act. 

Mr. Bow. Are there any of those anticipated ? 

Mr. Dominy. Yes, sir; there are some. 

Mr. Bow. Can you tell us in each case where there are excess lands 
what the interest and repayment contract will be ? 

Mr. Dominy. On the Roosevelt district our records indicate that 
8,180 acres are in excess of 160 acres in single ownership and on 
Goleta out of the 3,000 acres in the district, our records indicate 840 
acres are in ownerships of greater than 160 acres in a single ownership. 

Mr. Bow. I might point out that in the Development Loan Fund 
which has been submitted to this committee there is about twice the 
amount of money asked for for irrigation in foreign lands where that 
would be repaid in local currency as against what you are asking for 
here in the United States to be paid back in hard dollars. 

That is all, Mr. Chairman. 


PURPOSE OF IRRIGATION PROJECT 


Mr. Jonas. Do I understand that the first project listed is a new 
one to irrigate 3.000 acres of new land ? 

Mr. Domrny. It is a distribution system, and it will be a closed-type 
distribution system to bring water to a new area of which 855 acres is 
already irrigated. some of the other land may be in less intensive 
agriculture than would be possible under irrigation. It is a citrus 
area along the coastal ple uin of California. 

Mr. Jonas. My question was are the statements in the justifications 
correct that the purpose of the first project is to bring water to 3,000 
new acres of land and to errs i facilities for another 855 acres? 

Mr. Dominy. That is correct, 

Mr. Jonas. For the bettiekion of agricultural products ? 

Mr. Dominy. That is correct, sir. 

Mr. Jonas. What are the products raised on this project ? 

Mr. Domtiny. This is a citrus and avocado producing area, sir. 

Mr. Jonas. What is being produced on the dry land now i 

Mr. Domriny. I expect it is largely annual grasses used for livestock 
grazing. 

Mr. Jonas. You mean you do not think the bringing in of this 
3,000 new acres of land under irrigation will increase our agric nied 
surpluses we already have in this country ? 
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Mr. Domriny. I am confident that it will not, Congressman Jonas, 
because it is citrus and avocados, and I do not beleive we are making 
any price support payments or acreage adjustment programs in con- 
nection with those commodities. 

Mr. Jonas. Yes; but we have plenty of land in cultivation in other 
crops; do we not? 

Mr. Domrny. At the moment we certainly have ample land in culti- 
vation in certain crops. 

Mr. Jonas. I certainly agree with that. 

That is all. 





Tuespay, Marcu 3, 1959, 
NATIONAL PARK SERVICE 


WITNESSES 


CLARENCE P. MONTGOMERY, ACTING CHIEF, DIVISION OF ADMIN- 
ISTRATION 


HERBERT G. PIPES, BUDGET OFFICER 
MANAGEMENT AND PROTECTION 


Program and financing 








1959 1959 
presently revised 1959 increase 
available estimate 


Program by activities: 
1. Management of park and other areas._.........-- $12, 463, 494 $12, 463, 494 


2. Forestry and fire control. .................-.- 925, 205 1, 125, 205 $200, 000 

3. Soil and moisture conservation. ................-- . 102, 800 102, 800 
4. Park and recreation programs...................-.-- ‘s 2, 111, 131 00 Oe to. cunackile 
ee EEE 312, 870 312, 870 ai 
6. 1959 program obligated in 1958_..........--- eacaaiial —81, 916 | —81, 916 |...-- estonia 
Supplemental required for pay increases. -_...............- | —1, 188, 500 | 1, 188, 500 
I es | 14,645,084 | 16, 033, 584 | 1, 388, 500 
Financing: 1959 appropriation available in 1958. ............-- } 81, 916 | 81, 916 |.-. as 


New obligational authority. .....................-.....- 14, 727, 000° | 16,115, 500 - 388, 500 
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Object classification 














1959 pres- | 1959 revised | 
ently avail- estimate 1959 increase 
able 
a 

Total number of permanent positions_._.........-.-..-------- | 1, 872 DR Bias ccemeeinecidiihis 
Full-time equivalent of all other positions_..............--.--- 465 GP iicanncdcwudaue 
Average number of all employees. --........--.---.-.-----.--- 2, 248 De, ti occanedestatie 
Number of employees at end of year_.-..-.....--.------------ 3, 067 BIT Pecvectitawancn 
eee SS es 

01 Personal services: 
Permanent en arco cheered tlebah ah al peg celenodel $10, 270, , MS Eee 
Positions other than permanent._....-...-- pease | 1, 775, 670 | Re ele) bitten ~ieretients 
Spier DEPRONIEL BOE WME. 5 oon cccenncconenecans siuasdalirebiadhel 416, 872 556, 872 $140, 000 
ee IND COPTER cc cbincebwe ncnnnasorwndnscs 12, 462, 750 12, 602, 750 140, 000 
Ochoa aie matmmeipeinariunbeaiiiaebunnewe iknmarsinienstuiaell 489, 000 EE BOO Bits ckchck nce 
oe ramemnrtation OF Chg 8 can pcan nemo nenco~arcennnden 114, 110 120, 110 | 6, 000 
a, on Cer TRO... cnccmeasesequabssuascsehne 295, 160 297, 160 2, 000 
Oe) eee ONG MIE OUTVIONE. 4 5 nn ceric ssi doeebesesiss 201, 640 205, 640 | 4, 000 
ni: RRReet G2) COONOCIIOTION on. cn cadseensvuwccncesceneucce 207, 975 Bs ME Avoeentinapescocmaintiots 
Oy CERO GURIRTOOTIIA BOT WIONE. 2 2 once cn cece ww ceesccncnes 508, 200 | 516, 200 | 8, 000 
Services performed by other agencies_...........---.-- 25, 000 NE ies ed nie 
i” Ge EE ON an nitndeccendeebance tivedhesomios 581, 000 | 621, 000 40, 000 
Ee satubmenmesndaiic | 340, 505 4S ae 
11 Grants, subsidies, and contributions. - a aR acer a 646, 800 | ff eee 
18 Refunds, awards, and indemnities.-_...........-------_-- | 5, 700 OS Fe ik Bitar been 
S58). TRS OG RONSON... nc rccecesueccns ee re 7, 660 ih | ee 
i eentne) GRMGRROG U0 SONG. 5 oo wkcececcdsceneencseansaecees | —81, 916 —81, 916 Saecamsiamiiwec 
Supplemental required for pay increases- -......--.----------- | —1, 188, 500 |------ ities | 1, 188, 500 
a ene o> 2s. Ks ch sidisadentncnicmienn’ | 4, 645 5, 084 16, 033, 584 1, 388, 500 








Consolidated schedule of personal services paid from funds available to the 
National Park Service 


1959, presently | 1959 revised | 1959 increase 
| available estimate 


| 

Num- Total | Num- Total Num- | Total 

ber salary | ber salary ber | salary 
| ; | 


No change in permanent positions: Net per- | | 
manent (average number, net salary). _.-_-- 3, 944.9 |$22, 177, 585 |3, 944.9 |$22, 177, 585 | 


No change in positions other than permanent-|-.-..---- ND Scenisccinacs 6, 202, 560 }.-...-. nin atleast 
Other personal services: | 
Regular pay above 52-week base- -_---_--- Pc epeiece” 85, 445 |_...--..- 


Overtime and holiday pay- -- Lie eee ae! 570, 555 











Nightwork differential. _..- sae | 27, 000 | aoe 
Additional pay for service abroad__-------|-------- 50, 000 | _- 
Uniform allowance...........----_- Peet eee | 122, 000 |....-- 
Casual workers. _- ae ae ae | 70, 000 |_..- 
01 Personal services...........---------------}--------| 29, 305, 145 
Salaries and wages are distributed as follows: | | | ea 
Management and protection............-- aaa) <>. eee OE eee 140, 000 
No change in other accounts ae | 16, 842, 395 |.---..-- £6: O48 GUE ins cks- Sthsacness 


Mr. Kirwan. The next item for the consideration of the subcom- 
mittee is the request by the National Park Service. 

We are glad to have with us at this time Mr. Clarence P. Mont- 
gomery, who is the Acting Chief of the Division of Administration. 

Mr. Montgomery, do you have a statement which you would like 
to present to the committee ? 


GENERAL STATEMENT 


Mr. Montcomery. Yes, sir: I have a short statement. This is the 
statement that Director Wirth would have used but he had an im- 
portant commitment this morning, and I am representing him. 
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Mr. Chairman, and members of the committee, I am pleased to 
have this opportunity to discuss with you our supplemental fund re- 
quirements for the 1959 fiscal year under the “Management and pro- 
tection” appropriation item. 

An additional amount of $1,388,500 is requested to provide $1,188,- 
500 to cover pay increase costs for employees financed under this ap- 
propriation, and $200,000 to cover a portion of a deficit which has 
accrued as a result of forest fire suppression activities. 

The increases in salaries of classfied employees and the U.S. Park 
Police was authorized by legislation enacted during the 85th Congress. 
Over 2,200 employees financed under this appropriation were affected 
by this increase in pay. 

Fire suppression and emergency presuppression costs through De- 
cember 1958 have amounted to approxim: ately $312,000 which is $212,- 
000 in evcess of the amount appropriated for firefighting purposes, 
It is expected that additional firefighting sat will accrue between 
now and the end of the fiscal year. 

It is not possible to absorb any part of the pay increase costs or 
the deficit in the firefighting funds as this appropriation is already 
meeting other costs that have arisen since the regular estimates were 
formulated. These charges include $172,000 for reallocation of park 
ranger positions due to new classification standards prescribed by the 
Civil Service Commission in February 1958, and $32,000 in payments 
to the District of Columbia for benefit payments to the U.S. Park 
Police pursuant to Public Law 85-157 (71 Stat. 391) approved 
August 21, 1957. In addition, numerous other unbudgeted costs are 
being absorbed such as the increase in postage rates, Wage Board 
increases, and the step-up in grades of certain professional emplovees. 

Mr. Krrwan. Thank you. Does that complete your general state- 
ment? 

Mr. Montcomery. Yes, sir. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Kirwan. At this point in the record we will insert pages 1 and 7 
of the justifications. 
(The pages referred to follow :) 


MANAGEMENT AND PROTECTION, NATIONAL PARK Service, Fiscat YEAR 1959 
Request (for 3 months from Apr. 1, 1959) __ esrlsthascnsean eee $1, 388, 500 


Appropriation to date__ a ceca mache nese _.. $14, 727, 000 
a al : . $8, 308, 915 


Obligations to Dec. 31, 1958__ 
Expenditures to Dec. 31, 1958 i , ’ $7, 792, 737 
sudget estimate next fiscal year i ta a a annua! SLE, OOD: CS 
Employment: 
Average number, current appropriations 
Number involved this estimate 
Actual employment Dec. 31, 1958 


cil neesese oki idiealie nee: 2, 248 
oe eet None 
. 1, 753 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The purpose of the supplemental funds is to provide $1,103,500 “4 pay in- 
creases for classified employees authorized by Public Law 85-462 of June 20, 
1958 ; $85,000 for increased salaries of the U.S. Park Police ceedad to Public 
Law 85-584, approved August 1, 1958; and $200,000 for forest fire suppression 
costs. 
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The funds are needed to cover the pay increase costs imposed by legislation, 
and to cover the deficit incurred as a result of forest fire suppression costs in 
excess of the amount of $100,000 appropriated for the purpose, 

This appropriation is already burdened with absorbing other costs not provided 
for in the amount appropriated. These costs include $32,000 for reimbursement 
to the District of Columbia for benefit payments to the U.S. Park Police, and 
$172,000 for reallocation of park ranger positions due to new classification stand- 
ards prescribed by the Civil Service Commission. In addition, other costs of 
lesser significance, which in the aggregate create additional burden, are such 
items as wage board increases already in effect; increase in postal rates; and 
step-up in grades of certain professional employees. 

Fire-fighting costs during the fiscal year 1959 through December 31, 1958, 
amounted to about $312,000, or more than $200,000 in excess of the amount appro- 
priated specifically for this purpose. 


JUSTIFICATION 


Management and protection, $1,388,500 

This supplemental estimate is for (@) increased pay costs pursuant to Public 
Law 85162 and Public Law 85-584, $1,188,500, and (0) forest fire suppression 
costs, $200,000. 

Pay Act inecreases.—Early enactment of the 1959 appropriation bill and the 
advancement of a portion of the appropriation to 1958 for supplies and equipment, 
made it’ possible for the Service to commence operations at the beginning of 1959 
with no lag in obligations anticipated during the balance of the year. It is not 
expected that any savings will accrue during the year under this appropriation. 

Salary increase costs because of new classification standards for park ranger 
positions, which were prescribed by the Civil Service Commission on February 
28, 1958, are being absorbed in 1959 at a cost of about $172,000. The amount of 
$32,000 for reimbursement to the District of Columbia for benefit payments to 
the U.S. Park Police is another large expense not provided for in the appropria- 
tion for 1959. Absorption of these costs, along with the increase in postal rates 
put into effect during the early part of 1959, and the wage board increases that 
have become effective since the estimates were formulated, preclude the pos- 
sibility of absorbing any part of the pay increase costs. 

Average employment for the year to date is continuing at a comparatively high 
level. Obligations through December 31, 1958, are estimated at about 52 percent 
of the amount estimated to be available, which includes the amounts proposed 
for pay increase costs. This is slightly above the percentage rate for the past 
2 years under this appropriation. 

Emergency fire suppression.—The amount of $100,000 was appropriated for 
1959 to cover emergency fire suppression and presuppression costs. Costs re- 
corded for these purposes through December 1958 amount to about $312,000, or 
$12,000 more than the amount requested. No doubt, other fire-suppression costs 
will accrue prior to the end of the fiscal year. 

During the first half of the 1959 fiscal year, 291 fires have occurred within 
Service areas for which funds have been expended. The most disastrous fire, 
the cost of which totals $206,000. occurred during September 1958 in Glacier 
National Park, Mont. 

The Service has no fund resources available to meet these additional needs 
after absorbing the numerous unforeseen costs mentioned under justification 
for pay act increases. 


Mr. Kirwan. You are making a request for $1,388,500 of which 
$1,103,500 is for pay increases for classified employees authorized by 
Public Law 85-462 of June 30, 1958; $85,000 is for increased salaries 
for the U.S. Park Police pursuant to Public Law 85-584, approved 
August 1, 1958, and $200,000 is for forest fire suppression costs. 


POSSIBILITY OF ABSORBING PAY INCREASE COST 


Could you absorb any of this pay increase cost ? 

Mr. Montcomery. No, sir; not without serious setbacks to our 
programs. 

Mr. Kmwan. What do you mean by “serious setbacks?” 
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Mr. Montcomery. Well, sir; to absorb any of these costs we would 
have to use money which is now programed for Personal Services, 
This would mean either separating or putting on leave without pay 
permanent employees of the Service, or reducing the number of tem- 
porary employees (rangers, naturalists, historians, etc.) who are pro- 
gramed to be employed in the months of May and June. 

The temporary employees are absolutely necessary for operating 
the parks, meeting the public, and collecting visitor fees. To reduce 
the number of them would have the effect of reducing visitor revenues 
because we would not be able to fully man the checking stations and 
collect the fees. 

Mr. Kirwan. I would like to say that so far in the rest of the 
supplementals most every agency is going to absorb some. You 
would not want it to be known that your people could not do it? 

Mr. Montcomery. Well, sir; we are absorbing the pay costs under 
our capital appropriations—under the “Construction and construc- 
tion (liquidation of contract authorization)” appropriations which 
finance our construction and our land and water rights acquisition 
construction programs. 

Mr. Krewan. But you do not think you can absorb any of the pay 
increase cost under “Management and protection” ? 

Mr. Monteomery. No, sir; not under this appropriation without 
seriously hurting the programs. 


FIRE-SUPPRESSION PROGRAM 


Mr. Kirwan. Will you please explain the fire-suppression pro- 
gram? TI note $200,000 of the request is for fire-suppression costs this 
fiscal year on national park lands over the $100,000 carried in the 
regular bill. 

Where did you have the expensive fires ? 

Mr. Monrcomery. The most serious fire was in Glacier National 
Park, Mr. Chairman. It took place the latter part of September. 
The total cost was $219,984. 

Mr. Krrwan. Was that fire caused by lightning or by carelessness? 

Mr. Montcomery. Well, sir, I do not have the answer to that, but 
I shall be glad to furnish it for the record ? 

Mr. Kirwan. We shall be glad to have it. 

(The information requested follows:) 

On the ground investigation indicates that the fire was a man-caused fire, 
probably by a fisherman. However, a thorough investigation by the National 
Park Service local staff and the Federal Bureau of Investigation was fruitless 
in securing positive evidence as to cause. 

Mr. Kirwan. You do not think there is any point in the Park 
Service where you could take up the slack caused by the Ad increase? 

Mr. Montcomery. We do not see how we can absorb any of those 
costs, sir, without reducing the park staffs which are already hard 
pressed to handle the heavy workload. 

Mr. Krrwan. You are coming in here, and rightfully so, to make 
this request for fire suppression. That is the method under which 
you have worked down through the years. 

Mr. Montcoomery. Yes, sir; we have $100,000 appropriated an- 
nually for fire suppression. 
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Mr. Kirwan. You have $100,000 appropriated annually; the 
agency ahead of you has $400,000. 

Mr. Montcomery. Yes, sir. 

Mr. Kirwan. But you do not know exactly how much will be re- 


quired until the fires have taken place, and you know now what you 


need ¢ 

Mr. Montcomery. That is correct. Last year our firefighting costs 
only amounted to about $50,000, but this has been a different year. 
We did not use the full amount appropriated last year. 

Mr. Kirwan. Are there any questions, gentlemen ? 

(No response. ) 

We thank you very much, Mr. Montgomery, for your presentation 
here this morning. 
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Mr. Kirwan. The next item for the consideration of the committee 
is the request which is being made by the Virgin Islands Corporation, 

We are glad to have with us, at this time, Mr. Lausi, who is the 
Director of the Office of Territories. 


GENERAL STATEMENT 


Mr. Lausi, did you have a statement to present to the committee? 

Mr. Lavst. Mr. Ch: airman, I have a statement that was prepared to 
be delivered by Dr. Bartlett, in anticipation that the hearing would be 
held while he was here recently, I would like to read it for him. 

Mr. Kirwan. You may proceed. 

Mr. Lavust. Mr. Chairman and members of the committee, it is a 
pleasure to appear before you and discuss the justification for funds 
proposed to be borrowed by the Virgin Islands Corporation for the 
construction of a salt-water distillation plant, and the request for 
appropriation of funds for expansion of the power facilities on St. 
Thomas, V.L. 

The shortage of water on St. Thomas is a critical problem which 
has seriously impeded its economic development, particularly with 
respect to the tourist industry. Construction of additional hotel 
facilities has been retarded due to lack of a firm and reliable water 
supply. 

The high cost of bringing water from Puerto Rico is a heavy burden 
on the finances of the Virgin Islands Government. They have been 
required to make a substantial capital investment in a barge and tug 
in order to meet this problem. The operational costs of barging water 
from Puerto Rico to St. Thomas during the fiscal year 1958 was $4.50 
per thousand gallons, and a total of 39,104,400 gallons were brought in. 

Public Law 85-913, September 2, 1958, amending the Virgin Islands 
Corporation Act (63 Stat. 350) authorized the Corporation to con- 
struct and operate a salt-water distillation plant in St. Thomas, V.L, 
and to borrow for this purpose from the Treasury of the United States 
within such amounts up to $2 million, as may be approved in subse- 
quent appropriation accounts. 

A thorough study and investigation of salt-water distillation proc- 
esses and plants have been made. The project contemplated appears 
to be economically sound and feasible, based on the information obtain- 
able. The proposed plant will produce 250,000 gallons of potable 
water daily. ‘The cost of the plant is estimated at $850,000. Accord- 
ing to the act, this investment must be amortized from revenues accru- 
ing from the sale of water over a period of 20 years. The actual cost 
of operation, interest, and depreciation will be included in the rate 
established for the sale of water to the Virgin Islands Government 
under a contract. which provides for the purchase of the potable water 
produced by Virgin Islands Corporation. It is expected that the cost 
of such water will be about $1.75 per thousand gallons. This is con- 
siderably less than the cost of barging water from Puerto Rico and 
will result in substantial savings to the Vi irgin Islands Government. 

The most economical operation of a salt-water distillation plant is 
obtained by utilizing steam bled from a turbine as heat for the distilla- 
tion unit. It is planned to take advantage of this combination to 
provide badly needed additional power capacity on St. Thomas. The 
increase in the use of electric power has exc eeded all expectations and 
is expanding continuously. The providing of an adequate water 
supply, and the subsequent expansion of hotels and industries will in 
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turn increase the demand for electric power. ‘The peak kilowatt load 
has grown from 950 in 1950 to over 3,100 in 1958, with an average in- 
crease of more than 10 percent per year accumulative. There will be a 
definite need for additional generating power facilities in St. Thomas 
within the next 2 years, which is the target date for the installation 
of the salt-water distillation plant. The steam turbine to be used in 
connection with the salt-water distillation plant will provide 2,500 
kilowatts of electricity which will serve as the baseload for our power 
needs in St. Thomas. The cost of the power facilities to be included in 
the salt-water distillation project is estimated at $650,000. 

Both of these projects are vital to the development of St. Thomas, 
and the financing is so set up that the investment on the salt-water 
distillation plant will be amortized over a period of 20 years. The 
power operation will unquestionably continue to show a profit as here- 
tofore. The authority for the borrowing of funds for the salt-water 
distillation plant and the appropriation of the necessary funds for 
increased power facilities are strongly recommended. 

Under the provisions of Public Law 85-9138 the proposed contract 
for the construction of these facilities must be submitted to the Com- 
mittees on Interior and Insular Affairs of the Congress, and 45 calen- 
dar days, exclusive of days on which the Congress is not in session, 
must expire before the contract can be executed by the Corporation. 
In addition, the Secretary of the Interior must submit an explanatory 
statement to the committees justifying the feasibility of the proposed 
method of relieving the water-shortage problem in the Virgin Islands. 
None of the funds herein requested shall be expended until these pro- 
visions of Public Law 85-913 have been fulfilled, except such funds 
as are required to contract for the necessary preparation of plans and 
specifications. This sum will not exceed $155,000. 

Mr. Kirwan. You are making a request for $850,000 for the salt- 
water plant, and the other request is in the amount of $650,000 to 
install a steam turbine unit in the plant to expand the power-generat- 
ing facilities. 

Mr. Lausi. Yes, sir. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Kirwan. At this point in the record we will insert the appro- 
priate pages of the justifications, with reference to both of these 
requests. 

(The pages referred to follow :) 


VIRGIN ISLANDS CORPORATION, LOANS TO OPERATING FUND 
a ie dehcktde cies ttel cihes ae vata cenlanubeae tac ndannia accesibhs sh spaitinteticredsel cesses hacia a 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The Supplemental funds are required to permit the Corporation to enter into 
negotiations in connection with the installation of water distillation facilities 
to prevent the recurrence of periodic emergencies due to chronic water shortages 
in the Virgin Islands. 

JUSTIFICATION 


Authority to borrow $850,000 from the Treasury of the United States is 
urgently requested to permit the Virgin Islands Corporation to undertake im- 
mediately the construction of facilities for the distillation of 250,000 gallons 
of potable water per day, for St. Thomas, Virgin Islands, as authorized by the 
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Virgin Islands Corporation Act, as amended (Public Law 149, approved June 
30, 1949). 

The Island of St. Thomas has suffered from a perennially deficient water 
supply, which has on occasion necessitated severe rationing of potable water, 
In recent years it has been necessary to barge supplementary water from 
Puerto Rico at a high cost, through assistance from the U.S. Navy, through pur- 
chase from private firms and by a government-owned barge and tug. The 
water shortage on St. Thomas has delayed and impeded the expansion of the 
tourist industry, which offers the only promise of placing the island’s economy 
on a fully self-sustaining basis. 

It is proposed, through the use of modern waiter-distillation methods, to pro- 
vide a permanent solution to the water problem on St. Thomas, using the borrow- 
ing authority of the Virgin Islands Corporation to provide an adequate potable 
water supply on a business basis. The Virgin Islands government has con- 
tracted with the Corporation to purchase the water produced at a price which 
will include all costs of operation, depreciation and interest on investment. 
The Virgin Islands government will be responsible for the retail distribution of 
the water produced through their water system. The savings accruing to the 
Virgin Islands government will amount to more than $4 per thousand gallons 
of water used, based on present estimates of production costs by the sea water 
distillation process. 

The construction of these facilities should be started at the earliest possible 
date. All of the larger manufacturers of sea water distillation equipment have 
indicated that it will take a minimum of 20 months, and possibly as much as 
24 to 26 months to manufacture and erect such a plant once the contract has 
been awarded. If the funds requested are available early in the calendar year 
of 1959, it is hoped that the plant would be in operation for the tourist season 
of 1961. Any delay in placing the construction contract will put off the com- 
pletion date until the tourist season of 1962. Such a delay could have a serious 
effect on the growth of the tourist business, and would also mean an additional 
year of importing water at substantially higher costs. 

The expansion of tourist facilities in St. Thomas will be stymied until parties 
interested in hotel developments can be assured an adequate water supply. A 
considerable amount of preliminary planning has already gone into this project, 
and once funds are assured the award of a final contract could be accomplished 
in a matter of weeks. Considering the need and urgency of the project, it is 
recommended that funds be made available at the earliest possible date. 

The following statement shows the estimated cost of the program: 


(1) Site preparation including removal of 5000 cubic yards of rock_. $25, 000 
sepa ap ddesionioniontiaspraneaioseps encanenaieineeaeboens 75, 000 
I ae ani Rae aohiineg lita tedicne pon ign Gaanebel 80, 000 
a anceeetingcnaegsensisanabidaebemeneiaanaiimebin 400, 000 
IO IIIc NET, Ss sic dean ieee cnn arerenenen 31, 000 
a ee 20, 000 
(7) Beectric Taciiiiet.................2 ns i ee a ae 45, 000 
ah eee gi asl tiiaaalntntesemsich antennal 30, 000 

(3) Fabrication, erection, including ocean freight of three 10,000- 
I a al dacs Shaler ds cbmalineghaii antenatal 18, 000 

(4) Fabrication, erection, and ocean freight of 10-inch steel pipeline 
I a oe a ssc nah ewelctnacar aces nteneneadeanewenatniemeinedroanie 25, 000 
I a cence imsenetiiertman eration evigpemencnanmainel 56, 000 
ee ie haeceacecaraenten ea Or iicieiep dr eneraceeen erases esenangiancoinenananeribanaranie 45, 000 
Till a aacalstimesabignnwinnon 50, 000 

VircIn ISLANDS CORPORATION, REVOVLING FUNDS 

I necks ttn tbg hatte Btemtianliitnienntertnenemnneciinnbicineinnaenaeaneen mm meget $650, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The supplemental funds in the amount of $650,000 requested herein are needed 
to permit the Virgin Islands Corporation to expand its present power facilities 
on St. Thomas, Virgin Islands. ” 
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JUSTIFICATION 


An appropriation of $650,000 is requested to permit the Virgin Islands Corpora- 
tion to expand its present power facilities on St. Thomas, V.I. 

The expansion of the power facilities will be an integral part of the proposed 
salt water distillation plant to be constructed in St. Thomas. All of the major 
manufacturers of salt water distillation equipment recommended that such equip- 
ment be operated in combination with a steam turbine power generating unit in 
order to effect significant economies, both in the cost of power produced and in 
the production of potable water from sea water. 

The increase in power consumption in St. Thomas has been phenomenal and 
has grown on an average of better than 12 percent accumulative per year. The 
assurance of an adequate water supply will almost immediately result in the 
construction of additional hotel facilities which, in turn, will utilize more power, 
and the need for additional generating equipment will have to be met. On the 
basis of present consumption and engineering studies, it has been determined 
that the steam turbine generating unit will serve as the base load and will 
be operated on an almost continual basis. 

During the past year there has been a serious shortage of firm power on St. 
Thomas due to the accelerated growth of the system and the inability to meet the 
increase with new generating facilities. The installation of an additional 2,5 
kilowatts of power in connection with the salt water distillaton project should 
provide firm power for the next 3 to 5 years, based on present growth predictions. 
The estimate of the program as outlined is based on the premise that these 
facilities would be constructed in connection with the proposed salt water distilla- 
tion plant. 

The following is an estimate cost of the construction program : 


rn ae) De ea en ca oath eh enema $60, 000 
(ee Power equipment: fountletionen. x. ois is tel cine ccnminidn eee 11, 000 
I a I 80, 000 
I les i casting tc ella cin an oon ein eee bial dceetinle 220, 000 
(e) Powerplant piping___--__~- Foie tian beste eacaltedigt atest ch slr’ eo eens ange cio aor 50, 000 
(re ore Er eeeG sols i eli ee ea 45, 000 
Can teen SPONRNE Nn. ee cee ascuelienean dene 30, 000 
(1) Fabrication, erection, including ocean freight of 3 10,000-barrel 

ie Oa a alcatel cetdlik cea aiviatebva-ce-eniaeomeanietaaiea nian 18, 000 
(2) Fabrication, erection, and ocean freight of 10-inch steel pipeline 

el es eer) See ee tied 25, 000 
(3) Purchase and installation of electric equipment required in diesel 

Baer 2G COMMOCE Sa SECRTR: DIR nck cinta mdeieds 10, 000 
= as asl md cars aesis ve cs an smcigg Balsa ane 56, 000 
i aha ie tiga Soci <i itn ms Soe pm estate etna aki 45, 000 

I cic tk sce Sd vn cn brn aa ie cites han ss ch cea ws chs eases aaa mem $650, 000 


Mr. Kirwan. As you  kvaie, the law provides that you cannot exe- 
cute the contract for 45 days after you submit the required report to 
the legislative committees. 

Mr. Laust. That is correct, sir. 

Mr. Kirwan. That is, after you get your bearings and have deter- 
mined what it is going to cost? 

Mr. Laust. We have to have the plant designed before we can enter 
into the contract. 

Mr. Kirwan. That will require about how much money ? 

Mr. Laust. About $135,000. 


SALT WATER DISTILLATION PLANT 


Mr. Kirwan. With reference to the plant which you plan to build 
down there, can you tell us something about it ? 

Mr. Lavst. About salt water distillation 

Mr. Kirwan. Yes. 


37458—59——45 
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Do you have information about the plans which you could tell the 
Congress ? 

Mr. Lavst. I cannot tell the specifics of the plant that may be de- 
signed because it is not designed as yet, but I could say that the jus. 
tification of distilling salt water, and at the same time produci ing 
power, is one that has been known and justified over recent years, 

We have every expectancy that if this plant is constructed we can 
produce the water for no more than $1.75 per thousand gallons, and 
produce 2,500 kilowatts of power which are badly needed. 


PILOT PLANTS 


Mr. Kirwan. How many pilot plants are they going to construct? 

Mr. Lavst. There was a bill enacted by Congress which provides 
for five. 

Mr. Kirwan. Do you have any idea where they are going to build 
them ? 

Mr. Lavstr. The law does provide for one on the west coast, one on 
the gulf coast, and one on the east coast, and I believe one in the South- 
west and the northern Great Plains. 

Mr. Kirwan. They will all come under the Interior Department? 

Mr. Laust. Yes, sir; the Saline Water Division. 

Mr. Kirwan. I meee you will take this advice: I hope you put one 
down in Florida, because we have something like 1,000 vacant build- 
ings at Pensacola, and I hope you put one at San Diego because they 
have put more buildings in mothballs out there than they have ships. 
There are laboratories of all kinds and descriptions already there 
without building any new buildings. 

At both places, you have the water with plenty of salt, office space, 
and everything else. 

So, if we are going to have one on each coast, I hope they take ad- 
vantage of those two places, so we won’t waste millions of dollars 
building buildings when we have everything that is needed already 
for this program. 


STEAM TURBINE POWER GENERATING UNIT 


Now, with reference to this steam turbine power generating unit, 
which makes up the balance of the request, you could not do anything 
on ‘that for 45 days after the report on the salt-water distillation 
plant is filed, I believe this committee would be satisfied to give you 
the money for planning purposes, and then the balance of the money 
could come under the regular appropriations. 

You cannot do anything until the requirements of the act are com- 
plied with? 

Mr. Lavst. That is right, sir. 

Mr. Kirwan. So it can be deferred for consideration as a 1960 item, 
and there is no use of our appropriating the full $1.4 million in this 
deficiency. The law says you must have that delay. You have to 
have, however, at least $135,000 for planning and I know the com- 
mittee is very satisfied to give you that. 

You have to have that amount in order to get going and to report 
back to the Congress; is that correct ? 

Mr. Lausr. That is right. 

Mr. Kirwan. Are there any questions, gentlemen ? 
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PLANNING FOR SALT-WATER DISTILLATION FACILITY 


Mr. Jensen. For what is that last item in the amount of $135,000? 
Is that for planning ¢ 

Mr. Lavsi. It is for the planning and design of the plant and the 
specifications. 

Mr. JENSEN. Of the thermal steam plant ‘ 

Mr. Epwarps. No; I do not know about the thermal steam plant. 
It is the salt-water distillation facility. 

Mr. JENSEN. In connection with the thermoplant ? 

Mr. Epwarps. Yes, sir; the salt water conversion plant. 

Mr. JeNsEN. That is an awful lot of money, gentlemen. We know 
exactly how to build steam plants. We build them all the time in 
this country. 

Mr. Epwarps. Well, Mr. Jensen, the problem we are facing here is 
the design of a salt water distillation plant. It has to be designed 
and the bids put out and plans made for it. 

Mr. Jensen. Gentlemen, we have had the saline water program 
operating for at least 7 or 8 years, have we not? 

Mr. Epwarps. Yes, sir. 

Mr. Jensen. And we have not yet discovered the proper method 
of desalting water ; that is, the best method of desalting water. 

Greater emphasis is being placed on that study today than any- 
thing which has taken place yet. I would think that it would be 
the better part of judgment to wait possibly another year in order 
to get the benefit of the studies which are now being made, and the 
experiments that are now being made in this saline water program. 


POSSIBILITY OF CONSTRUCTING RESERVOIRS FOR STORAGE OF WATER 


Now, another thing is this: You have considerable waterfall on 
St. Thomas Island, do you not? What is your annual precipitation ? 

Mr. Laust. About 40 inches a year. 

Mr. Jensen. You have a lot of hills there, and I would recommend 
that you get your bulldozers busy and throw up dirt dikes between 
those hills and catch that water. On the island of St. Croix, as 
you know, you have over 100 ponds there now, I think, which were 
made by throwing up dirt or levee dikes between the hills and that 
has raised the water level over the past 6 or 7 years considerably. 
By using that method, I am sure that you will get water much 
cheaper than through the saline water proposed project. 

If I were running that show down there I would get the bulldozers 
and scrapers busy tomorrow, and I would throw up these dirt dikes 
between those hills. Believe you me, you can really catch water, 
and soft water at that. 

The island of St. Thomas is not so large that the water could not 
be economically piped to your towns and to the people that need it. 
I think that is the way to solve your problem. 

Mr. Lavst. If I may comment, there is not any question in the 
world but if we could catch the water that falls on St. Thomas we 
would not have to build any salt water plant. 

Mr. Jensen. Why can you not catch it? 
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Mr. Laust. The engineering studies that have been made on that 
problem indicate that to provide the storage capacity needed to catch 
this water and store it would run $7 million, or $8 million, or $9 
million. 

Mr. Jensen. That is a bunch of stuff. Don’t tell me that it will 
cost $7 million or $8 million. Why, these bulldozers and these big 
scrapers that they have now, you can throw up a dirt dike between 
those hills in nothing flat, and awfully cheap. They are moving dirt 
awfully cheap these | days. I will say whoever gave you that figure 
just did not know what he was talking about, and besides that, you 
not only get the water out of the reservoir which the dirt dam would 
create, but you would raise the water level—your ground water level— 
which would bring your moisture up closer to the surface of the 
ground, and thereby you would raise more food and better grasses 
and better crops. 

You cannot develop that area until you do just that. I am afraid 
if you get this water desalting program that you are going to com- 
pletely ‘forget the first essential and that is to save the water that falls 
from the heavens. 

Mr. Lavst. Well, I will admit that program has worked at St. 
Croix, but all the studies that we have had, or have reviewed, indicate 
it would not work at St. Thomas. 

Mr. Jensen. Oh, I cannot go along with that at all. 

Mr. Epwarps. Mr. Jensen, Lawrence Rockefeller has spent a terrific 
sum of money over on St. Johns, and put in a concrete dam with a 
concrete bottom, and he then could not get his dam filled up with 
enough water to supply him during the time that he needed the water, 
and they had to put in another salt water distillation plant and are 
increasing it now in order to get sufficient water to supply the 
plantation. 

Mr. Jensen. My friend, do not tell me if you have 40 inches of rain- 
fall you cannot catch billions and billions of gallons of water in one 
season. I do not know what the rainfall is on St. Johns. Of course, 
it is a small island, only about 6 miles wide and 9 miles long, but the 
situation that exists so far as the rainfall is concerned on St. Thomas, 
is almost identical with St. Croix; is it not? 

Mr. Laust. Yes, sir. 

Mr. Jensen. They are just a few miles apart? 

Mr. Epwarps. Yes, but there is quite a bit of rere in the type 
of terrain in St. Thomas and that on St. Croix. St. Croix is more 
level and, to start with, while you raise your water level at St. Croix, 
you have not gotten potable water. You still get brackish water on 
St. Croix. 

Mr. Jensen. You get brackish water? You mean precipitation 
water ? 

Mr. Epwarps. No; when you raise your water level on that island 
you do not get potable water out of the ground. You still 
brackish water there. 

Mr. Jensen. But, you know as well as I do that when you raise 
the water level you have more pressure to hold out the salt water 
that comes in from the sea 

So the higher you raise your water level in the ground the less 
problem you have with infiltration of salt water. 
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Mr. Epwarps. But, then, on St. Thomas, the area in which your 
watershed is located is the Turpentine Run which is possibly the 
only spot that would be available, and the engineers said it would 
not be feasible. I donot know. We have had two engineering firms 
down there that have made these surveys and we have to justify the 
position to the committees under a bill which was enacted. We can- 
not execute the construction contract until the Secretary of the In- 
terior has concluded that such facilities will most economically and 
expeditiously provide an adequate supplemental supply of potable 
water for St. Thomas, and that decision has to be made. 

Mr. JeNsEN. Well, Chairman, I think we had better take another 
look at this. 


DISCUSSION OF COST AND CAPACITY OF PROPOSED SALINE WATER 
CONVERSION PLANT 


Mr. Bow. Mr. Chairman, I would like to ask one or two questions: 

What is the present consumption on St. Thomas of potable water ? 

Mr. Lausr. The present consumption during the tourist season runs 
close to 250,000 gallons a day. 

Mr. Bow. So, the plant that you propose here would just about 
reach its maximum of 250,000 gallons a day # 

Mr. Lavust. The plant we propose would be the principal source 
of the daily water needs. 

Mr. Bow. And you say that would produce about 250,000 gallons, 
and 250,000 gallons is your present daily use, in the peak season ? 

Mr. Lausr. Yes, sir. 

Mr. Bow. If you have the proposed expansion which will develop 
in the Virgin Islands, undoubtedly you will come to the point where 
250,000 gallons a day will not be sufficient ; is that correct ? 

Mr. Laust. That is right. 

Mr. Bow. What is the difference between this steam plant from 
turbine heat and the process known as the vertical multiple-effect 
distillation ? 

Mr. Epwarps. I cannot answer that. 

Mr. Lavst. There are several processes, Mr. Bow, and of course 
we are going to have to rely upon our engineers to design the best. 

Mr. Bow. You say your present cost of this one of 250,000 gallons 
a day would be about $1.75 per 1,000 gallons; is that right? 

Mr. Laust. That is our best estimate as of now. 

Mr. Bow. I am very much interested in a statement which was 
made just yesterday by the Secretary of the Department of Interior. 
He says: 

A multiple-effect distillation process will be used in the Government’s first 
Saline water conversion demonstration plant. 

Plans call for the plant to convert sea water to fresh at the rate of 1 million 
allons a day. The estimated cost of less than $1 per 1,000 gallons is about 
half the cost of the most efficient plants now operating. 

That will pretty well take care of St. Thomas’ future; would it not? 

Mr. Lavst. Yes, sir. 

Mr. Bow. The Secretary went on to say : 

The estimated cost of less than $1 a thousand gallons is about half the 
cost of the most efficient plants now operating. 
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It seems to me we are a little ahead of time if you have a plant 
that will produce water at $1 per 1,000 gallons when you are in here 
asking for one that will produce it at $1.75 per 1,000 gallons, which is 
75 cents per 1,000 gallons higher, and this plant you are suggesting 
will produce only 250,000 gallons’ a day, which is now your maximum 
use, while the plant to w hich the Secretar y refers is a 1-million-gallon 
plant. 

How do you explain that? 

Mr. Lavst. Mr. Bow, I hope by the time this plant is designed we 
will have the cost down to 60 cents a thousand gallons. That would 
make us all the happier. 

Mr. Bow. In view of the difference between the Secretary of In- 
terior’s statement as of today and the statement in your justifications, 


there would be no great harm, and probably some economy and some’ 


good, if we just wait a little while? 

Mr. Laust. I cannot agree with that, Mr. Chairman. 

Mr. Bow. Would you want to build a plant today where your cost 
would be $1.75 per 1,000 gallons when the Secretary says you also 
have a plant today that can do it fora dollar? 

Mr. Laust. Mr. Bow, that $1.75 is a figure that we feel if it goes 
any higher we probably should not go into it, but we certainly hope 
and expect it will be much lower than $1.75 per thousand gallons. 

As a matter of fact, if we have a plant that will do it for 30 cents 
a thousand gallons by the time we get around to this, it would be fine. 

Mr. Bow. I am very much interested in this program. I am the 
author of the original bill that set up this saline water experiment, 
and I am for it. However, I would not like to see you build a plant 
to the capacity that is just enough to take care of present needs when 
we all recognize that the Virgin Islands are going to grow. 

Mr. Lavst. Mr. Bow, I can assure you that we will not build a 
plant for $1.75 per thousand gallons if we can build a plant that will 
produce it for a dollar. 

Mr. Bow. Is your estimate of 250,000 gallons sound or should you 
use the 1 million gallons? 

Mr. Lavst. No; we do not have the storage capacity for 1 million 
gallons. We have these engineering reports showing that to build 
the storage to catch all the water we have at St. Thomas would cost 
millions. 

Mr. Bow. I am not talking about this thing that Mr. Jensen was 
talking about, because I assume the amount of ground you would 
have to take to establish that would involve land of high value. 

Mr. Laust. We would have to provide storage facilities if we are 
going to produce 1 million gallons of water a day, which we do not 
have. 

Mr. Jensen. This is interesting. This article is very interesting 
which appeared in the Washington Post and Times Herald of March 


» 


3. The headline is “Cheaper Conversion of Sea Water Achieved.” 

A multiple-effect distillation process will be used in the Government’s first 
saline water conversion demonstration plant. 

Plans call for the plant to convert sea water to fresh at the rate of 1 million 
gallons a day. The estimated cost of less than $1 a thousand gallons is about 
half the cost in the most efficient plants now operating, Secretary of the Inte 
rior Fred Seaton said yesterday in announcing selection of the process. 

The site of the plant has not been chosen. It will be one of three Congress 
has authorized for construction on the east, west, and gulf coasts. 
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Congress also has authorized construction of two plants to treat brackish 
waters, to be located in arid areas of the Southwest and in the Northern Plains. 

The process selected for the first plant is known as long-tube vertical multi- 
ple-effect distillation. A pilot plant using the process has been operated almost 
continuously at Harbor Island, near Wilmington, N.C., since November 1957. 

“This process gives promise of achieving a remarkable breakthrough in saline 
water conversion,” Seaton said. 

Mr. Lavst. Mr. Chairman, may I have a comment? 

Mr. Kirwan. Surely. 

Mr. Lavst. The progress that has been made in this salt water dis- 
tillation process in the past few years has been remarkable. We 
were advised by the saline water people 3 or 4 years ago to wait a few 
years because the progress they were making was so great and that 
within a few years this thing would be down where it would be really 
feasible and economical. 

Mr. JeNsEN. Then let me in reply to that say that the Interior 
Subcommittee on Appropriations has not been too happy about the 
progress that has been made, and we have been pushing and appropri- 
ating money to the fullest degree that was requested, but I must say 
that we this year have appropriated more money for this purpose 
than we ever did before, and if this article bears out what it states, 
then I am happy, and it would be a godsend to the country. 

Mr. Lavst. But I would also like to point out, Mr. Chairman, that 
the $1.75 a thousand gallons in the Virgin Islands is certainly much 
cheaper than they are paying now for water. 

Mr. Kirwan. How is your powerplant doing down there? 

Mr. Lavust. We have a new 2,300-kilowatt going in, I believe, this 
week. 

Mr. Epwarps. It is due in the island this week. 

Mr. Kirwan. What is the power situation? Are you short of 
power ? 

Mr. Lavst. We have had our difficulties in the past season. We 
have had outages, but by proper scheduling no one was really hurt. 

Mr. Kirwan. And this new generator is going in down there? 

Mr. Lavust. Yes, sir. 

Mr. Epwarps. One further comment: This $850,000 is borrowing 
authority from the Treasury which the Virgin Islands government is 
going to repay. 

Mr. Kirwan. I understand that. It is in here under the borrowing 
section. 

Mr. Epwarps. It is only the borrowing authority. 

Mr. Kirwan. Gentlemen, we are glad to have had you withus. The 
committee will stand in recess until 1 o’clock this afternoon. 
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ARMY BUDGET 


Program and financing 








1959 | 1959 
presently | revised 1959 increase 
| available | estimate 
— —_— — —- = — | —_——— 
rem by activities: 
Procurment of headstones______ $2, 540, 000 $2, 640, 000 $100, 000 
2 Construction and acquisition of land- 237, 000 237, 000 : se 
3. Maintenance and operation. ........._.-- 3, 646, 000 3, 946, 000 300, 000 
4. Administration Rieti dinste diene screen asiree aie 627, 000 | 627, 000 | - 
Supplemental re quired for pay no —135, 000 |_....- ae 135, 000 
Total direct obligations. _...............................| 6,915,000 | 7, 450, 000 535, 000 
Financing: Unobligated balance_......__..- acotateeiiiinidndbaks |------------ ll ensea'thdindasiesio 
New obligational authority___...______- | 6, 915, 000 7, 450, 000 | 535, 000 
New obligational authority: ’ | Ta 
Ss ae a es = 6, 915, 000 | 6, 915, 000 |__.- al 
Adjustments: For classified pay increase : E ty 135, 000 | 135, 000 
For increased headstone procurement and wage-board rate 
SE oid dindid-nainnniealGwnasacone i 400, 000 400, 000 
Appropriation (adjusted)__.__.____- 6,915,000} 7, 450, 000 585, 000 





Object classification 





01 Personal services: 


Pmrmeneneens SGNENIONNE: on cece te wuiins 


Other personal services _ - _- 


Total personal services. 
ome 
03 Transportation of things 
04 Communication services 
05 Rents and utility services 
07 Other contractual services 
08 Supplies and materials 
i seeese 
10 Lands and structures 
11 Grants, subsidies, and contributions 
15 Taxes and assessments 


Subtotal_- a 
Deduct quarters ‘and subsistence charge s 
Supplemental required for pay increases 


Total direct obligations 


1959 Si 1959s 
| presently revised | 1959 increase 
available estimate | 
| 
$3, 180, 831 | $3, 463, 146 | $282, 315 
74, 454 74, 454 wae . 
3, 255, 285 3, 537, 600 282, 315 
33, 085 33, 085 |...... 
348, 638 361, 968 13, 330 
44, 960 44, 960 . 
73, 500 73, 500 |}.... 
374, 372 375, 200 828 
203, 240 203, 240 
2, 360, O82 2, 446, 752 | 86, 670 
193, 854 193, 854 , 
194, 799 210, 761 15, 962 
6, 005 6, 900 895 
7, 087, 820 7, 487, 820 400, 000 
—37, 820 —37, 820 
— 135, 000 135, 000 
6, 915, 000 7, 450, 000 535, 000 
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Mr. Tuomas. The committee will please come to order. 

We will take up now the request for cemeterial expenses under the 
Department of the Army, for which item $535,000 is requested. 

Colonel Ferguson, do you have a statement to present to the com- 
mittee ¢ 

Colonel Frreuson. Mr. Chairman, gentlemen, we have found it 
necessary to submit a request for the amount of $535,000 as a supple- 
mental estimate for cemeterial expenses, Department of the Army, 
fiscal year 1959. ‘This amount will provide for the following require- 
ments : 

(1) $135,000 is required for increased costs of civilian and military 
rsonnel occasioned by Public Laws 85-462 of June 20, 1958, and 
85-422 of May 20, 1958. The amount included for civilian pay is 
based on the 10- percent civilian pay raise granted by Public Law 
85-462 and companion amounts for the Government’s contribution to 
the retirement fund, Federal Insurance Contributions Act, and group 
insurance. The amount included for increased military costs is re- 
quired for additional reimbursement to the “Military personnel, 
Army” appropriation in accordance with requirement contained in 
the current Cemeterial Expenses Appropriation Act. 

(2) $100,000 is required for procurement of 4,274 additional head- 
stones not provided for in the fiscal year 1959 appropriation. 

(3) $300,000 is required to cover increased costs of ungraded em- 
ployees resulting from wageboard surveys since the enactment of 
the fiscal year 1959 appropriation act. These funds are necessary 
to preclude a reduction in the standards of maintenance and operation 
of the national cemeteries. 

Mr. THomas. We will insert pages 1, 2, and 3 of the justifications. 

(The pages referred to follow:) 


CEMETRIAL EXPENSES, DEPARTMENT OF THE ARMY 


A total of $535,000 is requested under this supplemental estimate for the fol- 
lowing purposes: An amount of $135,000 is for increased costs of classified and 
military personnel, occasioned by Public Laws 85-462 of June 20, 1958, and 85-— 
422 of May 20, 1958; $100,000 is for procurement and transportation of 4,274 
headstones and markers; and $300,000 is to offset wage rate increases which 
have been approved by local wage boards for ungraded employees in the national 
cemeteries. 

Included in the $135,000 required for classified personnel is $57,000 for costs of 
departmental personnel and $78,000 for field personnel. The amount included 
for civilian pay is based on the average 10-percent raise granted by Public Law 
85-462, plus the companion amounts required for the Government’s contribution to 
the retirement fund, FICA, and group insurance. An amount of $2,752 is included 
in the total for additional pay granted military personnel by Public Law 85—422. 
The following civilian positions are proposed : 





Graded : 
RN areal tn anes es eieearclahcpes gage maaan ena le haa Nhs eY 110 
a 139 
MPO si cic sencsscnp mnciemrpjuintts cat ornate NS VO 551 
Oc ai ts i sacs a ec ns eiarnsan i acasanimegtD ase ees anak See Ee 800 


The amount required for additional headstone procurement will permit pur- 
chase of 4,274 units which are not provided for in the regular fiscal year 1959 
appropriation. 
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At the time the 1959 regular appropriation bill was enacted, it was estimated 
the funds included for ungraded employees would provide 479 man-years based on 
an average salary of $3,909. As the result of wage board increases the average 
salary is now expected to be $4,507. The funds requested will restore man- 
years which would be lost and make possible performance at the level approved 
when the regular appropriation was enacted. 


Schedule on supplemental appropriations and revised estimates 





1. Present appropriation or estimate._............................ $6, 915, 000 
NERA RIES a cere mep ermine cv erent ems +0 
3. ERE CUNO GVETEOED 65a c cc wweenn= cnetie-aeiisldimaied 6, 915, 000 
4. Apportionments: 
dU ethan ialtioes eaeeneres Bains 1, 953, 000 
cia a eas esgescnlelaeineies ereuniainmbanig-onmcagigaenrereints 1, 688, 000 


I lac he ocak en ciceiacel oben iotasnces aoeeaeeting reais Se) 
pe NI ARERR ed i ee i tie. 1, 476, 000 
rN I ih cael bieidai ede decaregp ermine sw mrein bd 
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6. Obligations: 





Be Oe I ici heheh ieee iaeeeos 1, 729, 873 
SI INI ok. ctnnscnncinnoceiinatise iors pliant annem ntetneniaemoaeiciptiaitol . 1, 788, 292 
I NIN ieee sdineeiemetsnees . 1,900, 000 
Neen en nn arena eecatatae ines ede 2, 031, 835 
7. Total actual and estimated obligations__.._.........._____ 7, 450, 000 
8. I IS, BO scitee ec en eidee diesen 6, 915, 000 
9. Estimated supplemental required____.___-__~_ Steet a 535, 000 
10. Estimated supplemental included in latest budget.________ 135, 000 
11. Date needed: for obligation, Apr. 1, 1959; for expenditure, 
May 1, 1959. 
12. Estimated expenditures from supplemental : 
In budaet Revised 
ee NINE RNR RRR ss os celts $130, 000 $425, 000 
en I NS le i bib tins 5, 000 110, 000 
ne en aN esa eda i iin ee eer eneaeel|: | aimee 
Ni Sarre ees Sa Sa oe oe Sa 135, 000 535, 000 
18. Actual obligations last 3 months: 
ON a a 
IO ae aS ah Beg ore fg ND as rel 506, 221 
December 


il Ensncbiasbnanitaig PPECa Te Ee ee 

Mr. Tuomas. There is a total of $535,000 requested, made up of three 
items, an amount of $135,000 for the increased cost of classified and 
military personnel, $100,000 for procurement and transportation of 
4,274 headstones and markers, and $300,000 is to offset wage-rate 
increases which have been approved by local wage boards. 

What do the headstones cost ? 

Colonel Fercuson. $23.40 each. 

Mr. Tuomas. The total of those three make your total ? 

Colonel Fereuson. Yes. 

Mr. Tuomas. Maintenance and operation costs, $300,000? That is 
your wage board ? 

Colonel Fercuson. Yes. 
Mr. Tuomas. How many wage board people do you have in the 


field ¢ 


al 


h 


mated 
Sed on 
erage 

man- 
roved 











6, 221 
95, 695 


three 
1 and 
on of 
-rate 


hat is 


n the 


413 


Colonel Fercuson. Five hundred and fifty-one. 

Mr. Tuomas. In the Department you have graded people in the 
amount of 800; is that correct ? 

Colonel Frreuson. That is correct. 

Mr. Tuomas. Is this going to be for the total purchase of your 
headstones ? 

Colonel Frracuson. That will be the additional number. 

Mr. Tuomas. Where are these cemeteries located ? 

Colonel Frrauson. All over the United States, the Territory of 
Hawaii, and the Territory of Puerto Rico. 

Mr. Tromas. How many are involved 4 

Colonel Fercuson. Eighty-five cemeteries. 


CEMETERIES AND NUMBER OF INTERMENTS 


Mr. Tuomas. Will you put a list of them in the record and how 
many graves ineach one? Do you have an approximate figure ? 

Colonel Frercuson. We can get that for you. 

(The information follows :) 


List OF NATIONAL CEMETERIES AND NUMBER OF INTERMENTS IN EACH AS OF 
JUNE 30, 1958 


National cemeteries: Interments 
nO POU i ee Ek 5, 773 
ST ee ae 3, 666 
RS eR Sees > ihr ccm cite mncbaniaeiabisineeeimmabeniad Dae 422 
I UR a a Reet 3 waite shies 14, 143 
I emmacmunll ele 2, 771 
URN, SO a. cscsicseranmsennepenisenbh ell ean AEED 96, 996 
BOUTIN, SOEUR, AORN Wi on veins ecrencicscrmeceioes wena k wont ein eee 54 
Em <P ee ee 11, 857 
DPATEGRCHS, WATTIDGCOD, FB 6 oc cccenwecnmnmntihel Den setiiinSesanits cane 4, 245 
ee ee ee ee eee ee eS a 4, 823 
Ne iewnsiidcidama cm 9, 666 
BI te a ee 13, 013 
peace: secre: ture f Fele tk: entcinn ds guebaah bebe eee 847 
Camp Butler, Springfield, I1_--_.._______ SE. I 3, 412 
Damn. Nelson. NichGiasvilie, Fino aiecnnnce ecient atkins 4, 400 
RTO Faith. SOUUE TW irene eminneminnnnins peso gti tlle ia 5, 673 
IID. PNR non cigamseelaanbeieiaraat bie 17, 617 
toy gS RB aa ee SeswiekanGemomae 5, 47% 
SOU SAORROT, FORCING, VY Digi mice ercicrer in cmmmnanandchnditienionateede 1, 987 
i Oe ae ee ee ee 5, 911 
TUM, EEE RUMOR NARUC I a ascidian encanta 794 
nl ani isin desde deem 1, 463 
Dar ORAORs SURE EM- UOURON ON IN sess pias cove amelie anceiipmscsecs eee epeieeee 19, 582 
I hs en stan ani che NASIR 392 
EN NE OSE aR cd dhol Stink} Se ras tile cap taleiateaicealas 1, 732 
InN al scale iain Reaomoapaininl 1, 995 
a Se ONO PET soe cenctovanide mnblgetewde our dUt Ayana tle 2, 702 
SN a eer 3, 304 
I ne 4,278 
actin en tpeindilies sbiaieieabeabae dcuaatortaannne 3, 886 
ee ee, TOOT TRACI aan peso stg renee romp epnenseigniien S44 
Pare ene EEN Ts scamepencpaaieeis aieiaanaaie 7,612 
I in ple eee 1, 941 
SG Oe NE, BTW, COE cnc erties re icrirererrecmtmemintentinnn 2, 327 
Fort Rosecrans, Ban Diego, Calif.cusosci jseecs occ chee 14, 684 
Fort Sam Houston, San Antonio, Tex... 2.4.05 ~-annqcuseepeeiew 11, 331 
i i ne gin pammamnaeiel 1, 871 
ere iasia ee ncecees men enkeonianes sbedes aes panemnciataraangien 3, 546 


POG BUSLINE: PEND ORDOIE, WENT. osc cen cn nenicnsnnaw ewes 17, 066 











National cemeteries—Continued Inter ments 
Gien@ais. neat Richmond, Va..........---....-....-....-------~.- 1, 208 
Golden Gate, San Bruno, ;Calif.._........i.......-.---..-.------ 41, 142 
ee WE. Winn cece cccwcter eee eeseeeeenmme seen seneeneanenre 1, 958 
Hampton, Va_..---~~---.------~-~..---------------------------- 17, 180 
Jefferson Barracks, St. Louis, Mo_........-..~-.-/-.-------- _.._._ 32, 045 
I 0, nn nicer eneennnesangeenwerasane= tain 1, 275 
a oo ceicceleiemenicbanesengiinh och arirwahararshanst tasaean 1, 782 
i eens 5, 377 
Lebanon, Ky...-.-..~.......-...--..------------------------=-- 984 
I gn acanctnicactapcacesdmenornien nda 1, 383 
Ne ch teen LT a llacindp-eudabenonshehhedalioaseons 9, 710 
Long Island, Farmingdale, Long Isl: ee ht Se reve salGpecndes nies 60, 185 
ee aN ES a er ae 6, 408 
nisi snieananianenio ian sene Oe bcbatnmdiesa 2, 658 
Memphis, Tenn____-- ~~~ ee a a a ae 19, 013 
Mill Springs, West Somerset, Ky ws i eet atalad siete eetocoinns 987 
Mobile, Ala______ i ica a ; Fach asa acaciecenaenaiarhiiada 4, 242 
Mound City, Nl_______-_-_-_ See ee +. ts: WE bts ad ccileatieideiaweh 6, 030 
Nashville, Madison, Tenn____--____ ~~ d Salinsacecieaiemmedacicddacer’s’ ie 
pO ee Se ee 4,107 
National Memorial Cemetery of P: ue cific, T 7 ee ee Le ee ee 16, 580 
I Na titties de edie itn ciel 4, 702 
New Bern, N.C__-_--_- eee RR Se Bi ar aa ge Ee 3, 835 
Perrgpvnee, By... ee el A lennies Seed 0 
Philadelphia, Pa.............. gia oh A ee ee ee 10, 702 
er re sn EME AALS eS cc AS 3, 898 
Puerto Rico, San Juan, P. R_ stench tn eh te ee ee RR 1, 859 
J A | | eid ao an mete Mati tsi 406 
i at ee Fe teal be eee 1, 688 
I a en a nt amass Dak oie’ 7, 979 
oe SS S| ee Se ae ee 3, 543 
St. Augustine, Fla__- , Ne allie teres te OF ae ak ae Ra ain tne at 2, 561 
EE ae oS eee ine ieckeencs » Se Se 
ES ES ee a ae . 3, 041 
San Francisco, Calif____ =. SR 8 A 9 A ot | ae oe 
Santa Fe, N. Mex______-_-_- ss —_ 2 se 3, 236 
Seven Pines, Va__________-_ : z - . a 1, 421 


I nwenc meausaaematanntinteso ke " g59 


Soldier’s Home, District of C olumbia " : P 11, 382 
Springfield, Mo__________ poeta a eee R92 
Os F One cece i fe. oe Fg ee st 799 
Willamette, Oreg__ eeelesm tas . . oA aE . 5, 021 
Wilmington, N.C____- 5 aot - 2 S74 


Winchester, Va < . wishes: eee 4, 
Woodlawn, Elmira, N jS cmce. Secumets Eee oe ee. 4,740 
Zachary Taylor, Louisville, Ky. 7 


Se oa 


PERSON NEL 


Mr. Tuomas. You use this language : 


At the time the 1959 regular appropriation bill was enacted, it was estimated 
that the funds included for ungraded employees would provide 479 man-years 
based on an average of $3,909. As the result of wage board increases, the 
average salary is now expected to be $4,507. The funds requested will restore 
man-years which would be lost and make possible performance at the level 
approved when the regular appropriation was enacted. 


Your 139 people are graded people? 
Colonel Ferauson. Yes. 
Mr. THomas. How many of those did you have altogether? 
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1, 208 
1, 142 
1, 958 
7, 180 
2, 045 
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Colonel Frerauson. The positions altogether, 249—not the man- 


ears. 
Mr. Tuomas. Those are your Federal appropriated jobs. How 
many people do you have on the rolls now as of January 1, or Feb- 
ruary 1? 
Colonel Frerauson. Approximately 246. 
Mr. Tuomas. 246. You mean that you have only three unfilled 
jobs ¢ 
Colonel Frreauson. Yes. 
Mr. Tuomas. That is quite unusual. The figure of $135,000 must 
be the pay raise cost. for your graded personnel. 
Colonel Frrauson. Yes. 
Mr. Tuomas. You cannot absorb any of it? 
Colonel Frrauson. No, sir. 
Mr. Tuomas. What about your “Other objects” money? Are you 
going to have any unobligated balances { 
Colonel Frrcuson. No. 
Mr. Tuomas. How much “Other objects” money did you have in the 
regular 1959 bill? 
Colonel Frereuson. A total of $6,915,000 in the original estimate. 
That includes personnel and procurement. 
Mr. Tuomas. How much of that went for headstones? 
Colonel Ferauson. $2,540,000 for headstones and $237,000 for con- 
struction and acquisition of land. 
Mr. Tuomas. And you were not able to absorb any for your un- 
graded positions either ? , 
Colonel Fereuson. No, sir. 
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Turspay, Marcu 3, 1959. 
Construction, GENERAL 
PayMENTs TO INDIANS 


WITNESSES 


LT. COL. JAMES A. VIVIAN, ASSISTANT CHIEF OF ENGINEERS FOR 
NORTHWESTERN DIVISIONS 

MILTON A. PEARL, CHIEF, LEGISLATIVE SERVICE BRANCH, REAL 
ESTATE DIVISION 

JOSEPH TOFANI, CHIEF, PROGRAMS BRANCH, PLANNING DIVISION, 
CIVIL WORKS 

HARRY COHEN, ASSISTANT CHIEF, PROGRAMS BRANCH, PLANNING 
DIVISION, CIVIL WORKS 

MAJ. GEN. DAVID W. TRAUB, DIRECTOR OF ARMY BUDGET 

STUART H. D. FREED, BUDGET ANALYST, OFFICE, DIRECTOR OF 
ARMY BUDGET 


Program and financing 





Preset ithy Revised Increase (+) 
available estimate 
Program by activities 
i. Advance engineering and design ool $10. 2965. G00 $10, 265. OO 
2. Navigation projects-- . - 181, 317, 466 181. 317. 46 
3. Alteration of bridges over navigable waters 7, 824, 575 7, 824, 57 
4. Beach erosion control projects . 1, 036, 760 1. 036. 760 
5. Flood control projects 232. 700,142 | 232 700. 142 
6. Multiple-purpose projects, including pov 
(1) Walter F. Geors idam, A 
Georgia thr B Be I 
S. Dak., as set forth on p. 55 
bud O74 RN 
22) Fort Randall Reservoir, 8. Dak 802.17 F =00, 000 
23) Oahe Re 8. Dak 8 839, 853 +-3, 300, 000 
24) Cheatha k and dam, T 
Cumberland River sys Ker 
rent hrough (30) n r 
items a forth on p. 4 I Wil 1,491, 4 { j 
Total muitiple-purpose pr t 182, 633, 587 127. 633 000, 000 
7. Recreation on completed project 781, 2¢ 8]. 2¢ 
8. Small authorized projects 5 330) OK ; mM 
9. Lower Columbia River fish sanctuary program (Fis! 
and Wildlife Service) 1. 894. 153 1. 894. 153 
Total obligations 623. 783. R48 628, 783. 848 000. 000 
Financing: 
Unobligated balance brought forward ¢ ' 9 ; 
Recovery of prior year obligations | 3 916. ORS 
Unobligated balance carried forward 45,3 } W 
Appropriation (new obligational authority) __- ..-| 603, 246, 50¢ S 24 10. 000 
Mr. Tuomas. We have a little item here for $5 million—“Con- 


struction, general, payments to Indians,” $5 million. 
GENERAL STATEMENT 


Colonel Vivian. Mr. Chairman and gentlemen of the committee, I 
appear this morning in support of a supplemental appropriation 
request of $5 million for the “Construction, general” appropriation 
of the Corps of Engineers, to permit payment to Indians for all 
claims arising from the taking of lands at the Oahe and Fort Randall 
projects, South Dakota. Public Laws 85-915, 85-916, and 85-923 
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authorize the payments to be made from funds available to these 
projects. é . 

The amount of $1,890,000 has been paid from funds available to 
the Oahe Reservoir. There are no additional funds available to the 
projects which can be used to make the required payments and still 
permit the advancement of their construction under schedules pre- 
viously presented to the Congress. 

The laws were enacted too late to permit inclusion of funds for 
these payments in the regular budget recommendations for fiscal 
year 1959. Title to the lands in question is now vested in the United 
States. The laws provide that payments are to raw 4 percent 
interest from the time funds are deposited in the U.S. Treasury 
until expended. Any delay in depositing the money therefore re- 
sults ina monetary loss to the Indians. 

Mr. Tuomas. How much has been heretofore appropriated for 
these same two items, the taking of lands at the Oahe and Fort 
Randall projects? 

Colonel Vivian. Nothing directly. We did make some funds avail- 
able when we were able to get them together from our last year’s 
appropriation. 

JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. We will insert in the record at this point page 5 of 
the justifications. 
(The page referred to follows:) 


JUSTIFICATION OF SUPPLEMENTAL ESTIMATE 


Public Laws 85-915, 85-916, and 85-923 approved September 2, 1958, author- 
ized payments to the Standing Rock, Crow Creek, and Lower Brule Sioux 
Indian Tribes as final settlement for all claims arising from the taking of 
Indian lands at the Oahe and Fort Randall Reservoir projects. The laws 
authorize the payments to be made from funds available to these projects. 

The amount of $1,890,000 has been paid from funds available to Oahe Reser- 
voir. There are no additional funds available to the projects which can be 
used to make the required payments and still permit the advancement of their 
construction under schedules previously presented to the Congress. The laws 
were enacted too late to permit inclusion of funds for these payments in the 
regular budget recommendations for fiscal year 1959. The total payments 
authorized and the amounts which have thus far been paid are shown below: 


Previously | Additional 


| 
| 
1 
| 
} 


Payment deposited mounts Balance of 
Public law Project and tribe | authorized in con- made | payment 
demnation | available required 


ictlons 


Oahe Reservoir: Stand- |$5, 251, 553. 00 | $60,716.30 | $1,890,000 | $3, 300, 836. 70 
ing Rock Indians. 
Fort Randall Reservoir: 


Publie Law 85-915 


Public Law 85-916 Crow Creek Indians.| 1, 395, 811. 94 | 399, 312. 94 se 996, 499. 00 

Public Law 85-923... __- Lower Brule In- 976, 523.00 | 270, 610. 65 705, 912. 35 
dians. 

a ensinpainitiani die i ee eal eel 7, 623, 887.94 | 730, 639. 89 1, 890, 000 | ! 5, 003, 248. 05 


1 $5,000,000 rounded. 


The laws provide that payments are to draw 4 percent interest from the time 
they are deposited to the credit of the Indians in the U.S. Treasury until ex- 
pended. Any delay in depositing the money therefore results in a monetary loss 
to the Indians. The supplemental request is for $5 million broken down, 
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$1,700,000 for Fort Randall Reservoir, 8. Dak., and $3,300,000 for Oahe Reger. 
voir, S. Dak. and N. Dak. 

Mr. Tuomas. How much funds have heretofore been made avail- 
able for this purpose ? 

Colonel Vivian. None directly for this purpose. I say that be- 

sause the bill was passed and signed by the President last September, 

Mr. Tuomas. You use this language: 

The amount of $1,890,000 has been paid from funds available to Oahe Reser- 
voir. There are no additional funds available to the projects which can be used 
to make the required payments and still permit the advancement of their con- 
struction under schedules previously presented to the Congress. The laws were 
enacted too late to permit inclusion of funds for these payments in the regular 
budget recommendations for the fiscal year 1959. 

Colonel Vivian. That is correct. The $1,890,000 mentioned there 
was appropriated for the construction. 


PRICE AND ACRES INVOLVED AT FORT RANDALL RESERVOIR 


Mr. Tuomas. Let us take the Fort Randall Reservoir first, 
$1,700,000. How many acres of land are involved and what was the 
total price? Was this a negotiated price settled by the courts? How 
did you arrive at the figure ? 

Colonel Vivian. This was settled by a long series of negotiations, 
and I would like to ask Mr. Pearl of our real estate office to give you 
more detail. 

Mr. Tuomas. What was the total purchase price at Fort Randall, 
how many acres were involved, and so forth? You are removing the 
Indians where by virtue of building these dams ? 

Mr. Peart. They have moved to places of their own choosing and 
places provided by the Bureau of India an Affairs. 

Mr. Tuomas. How many acres are involved in this Fort Randall 
Reservoir ? 

Mr. Peart. 7,996 acres of the Lower Brule Reservation and 9,514 
of the Crow Creek Reservation, or a total of about 17,500 acres. 

Mr. Tuomas. What are you going to pay for it? 

Mr. Prarv. Mr. Chairman, if I may give you just a little back- 
ground on this, the act of July 6, 1954, directed the Chief of Engi- 
neers, with the Secretary of the Interior, to negotiate contracts w ith 
the Crow Creek and Lower Brule Tribes for the land required at 
Fort. Randall. We were unable to negotiate the contract because in 
the directions of that act of July 6 we were told to pay for items that 
were not ordinarily compensable and for which we could not set a 
dollar figure. Instead, we went into court and got title to the land 
in condemnation proceedings. In the case of the Lower Brule Tribe 
we deposited in court $270,610.65 as our estimate of just compensation. 
In the case of the Crow Creek Tribe we deposited $399,312.94 as our 
estimate of just compensation. These two tribes were making re- 
quests for additional indirect damages and for other claims they had 
in excess of $1,400,000 for the Lower Brule and $1,817,000 for the 
Crow Creek Reservation. 

Actually, what we have here in the legislation that was enacted 
in the 85th Congress is a settlement negotiated through the Interior 
Committees of C ongress with the tribes by which United States has 
agreed to pay them a total of, in the case of the Lower Brule, $705,- 


912. 


nor! 
000 
dam 
Cre 
I 
had 
Hoi 
atec 
. 
for 
the! 
the 
for 
qui 
Lo" 
Cre 
our 


Lec 
of 


it 
th 





eser- 


vail- 


ber, 


eser- 


used 
con- 
were 
‘ular 


here 


rst, 
the 
low 


ons, 
you 


lall, 
the 


and 
dall 
514 


ick- 
igl- 
rith 
| at 
» in 
hat 
ta 
ind 
‘ibe 
on. 
our 
re- 
rad 
the 


ted 
ior 
nas 
5 


719 


912.35 in excess of our estimate of just compensation based on the 
normal appraisal procedure, and in the case of the Crow Creeks, $840,- 
000 for indirect damages including an additional $30,000 for other 
damages, making a total of $1,395,000 to be paid to them (the Crow 
Creeks) as the final figure. 

I might point out ‘that. the figures that came out in the final act 
had been reduced on the Senate side from those recommended on the 
House side, so all the way through from the beginning this is a negoti- 
ated matter. 

For example, one of the things that the tribes asked for was payment 
for the bed of the Missouri River which we said we could not give 
them. But included in these damage items, in order to obtain from 
them a complete release, is a figure that was added in as compensation 
for the bed of the Missouri River in order to have the Indians relin- 
quish their claims for future payments; so the total to be paid to the 
Lower Brules is $976,523, or $705,000 above our estimate, and to the 
Crow Creeks a total of $1,395,811, which is roughly $1 million above 
our estimate of just compensation. 

Mr. THomas. What is the total of the two? 

Mr. Peart. On Fort Randall, $2,372,334.94 is the total for the two 
tribes at the Fort Randall project. 

Mr. Tuomas. $1,395,000 and the $976,000; is that it ? 

Mr. Pearu. Yes. 

Mr. Tuomas. How much of a supplemental are you looking for for 
this one item? You have here $1,700,000. 

Colonel Vivian. That is correct, $1,700,000. 

Mr. Tuomas. Will that liquidate? 

Colonel Vivian. That will take care of all of the obligations. 

Mr. Tuomas. How much have you paid on it / 

Mr. Peart. We have deposited i in court previously $270,610 for the 
Lower Brule Reservation and $399,312 for the Crow Creeks, or a total 
of $669,922 for the two. 


PRICE AND ACRES INVOLVED AT OAHE RESERVOIR 


Mr. THomas. What about the other item, $3,300,000 ? 

Mr. Peart. With the Standing Rock Tribe at the Oahe Reservoir 
it is approximately the same. It was the Act of September 30, 1950, 
that directed the negotiations. We negotiated a contract in that case 
which was never executed. We reported back to the Congress at that 
time that our valuation of the land involved was $1,320,000. The Mis- 
souri River Basin investigation staff of the Department of the Interior 
had an estimate of $1,635,000. The tribe had an estimate of $1,700,- 
000. We recommended back in 1951 $1,575,000 for the fair value of 
the land. We did not condemn these lands, and after further negoti- 
ations with the tribe we came up with an agreement that we could 
recommend as the land value $1,952,040. Over and above that there 
was added to this amount $3,937,832 through the same negotiations 
process in settlement of all claims by the House bill, and this was re- 
duced in the Senate to conform to the percentage that had been used 
in the other bills, so that we now have a final item for the Standing 
Rock Tribe of $3,800,000 required over and above a total of $1,952,000 
that has been made available and paid. 


37458—59——46 
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Mr. Tomas. How many acres of land is involved ? 

Mr. Peart. About 56,000. 

Mr. Thomas. How much is that per acre? 

Mr. Pearv. $60 per acre. 

Mr. Tuomas. It is all hills and hollows. 

Colonel Vivian. Grazing land mostly. 

Mr. Tromas. Will anybody pay $60 an acre for grazing land and 
make a living off it? How many acres does it take to run one steer, 
30. 40, or 502 

Mr. Peart. I do not know that we have any animal unit figures in 
this area the same as we would ona ranch. 

Mr. Tuomas. What is the area adapted to? 

Mr. Peart. Much of this area was timberland. 

Mr. Toomas. Not grazing land? 

Mr. Peart. There was some grazing land in the bottoms, of course— 
in the river bottoms. 

Mr. Tuomas. Is there any merchantable timber on the land ? 

Mr. Peart. No. Under the acts the Indians are allowed to remove 
such timber as they want, but actually it has not been paying them 
to remove too much of it. 

Mr. Tromas. Is the market value of the surrounding land $60 per 
acre? Did the land have any improvements on it? What makes it 
worth $60 per acre? 

Mr. Peart. We had an appraisal made by Hart Associates of Den- 

ver, which is an appraisal firm, and as I indicated before they came 
up with an appraisal of $1,320,000 for the land involved as of 1951. 

Mr. Tuomas. How much is that an acre—around $19.50, which 

might sound a little bit high at that. 


VALUE OF LAND AT FORT RANDALL RESERVOIR 


What does this other tract cost per acre that has about 17,000 acres 
init? You gave usa flat figure of 17,000 acres for Randall. 

Mr. Peart. Rounded out, yes; at Fort Randall. 

Mr. Toomas. What does that cost per acre? 

Colonel Vivian. Roughly $50 per acre on the direct cost. 

Mr. Pearv. In connection with Fort Randall I have a little break- 
down here, Mr. Chairman. 

Mr. Tromas. Let me get the figure in the record. The Fort Randall 
land cost you about $40 an acre? Is that grazing land? 

Colonel Vivtan. It is a little closer to $50 than $40. That is correct. 

Mr. Tuomas. Is that grazing land ? 

Mr. Peart. This land consists of cropland, meadows, and some 
open pasture and some grazing land. 

Mr. Tuomas. How much cropland do you have? 

Mr. Peart. This is in the Fort Randall 17,000 acres total. 

Mr. Tuomas. How many acres of farming land? It is under dry 
farming or irrigated? How many acres to the steer, 30, 40, or 50? 

Mr. Peart. They have not broken it down on a per animal unit 
basis. They indicate on a review of the appraisal— 
Mr. THomas. You are an old landman and an old cowhand, are you 
not ? 

Mr. Peart. Cropland averages approximately $50 per acre. 
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Mr. Tuomas. Dry or wet, irrigated or dry? How far away is it 
from the nearest county seat, and how big is the county seat town? 
What is the name of it? 

Mr. Peart. Apparently it is dry. 

Mr. Tuomas. At $60 an acre? 

Mr. Pear. $50 for the cropland; and the meadow land runs on an 
average from $34 to $80 per acre, and the open pasture around $22 
per acre. ; 

Mr. Kirwan. How are they coming along on the Randall Dam? I 
was out there 2 years ago. 

Colonel Vivian. It is coming along quite well. With the appro- 
riations to date we should be about 97 percent complete. 

Mr. Tuomas. Thank you very much. 


Turspay, Marcu 3, 1959. 
CONSTRUCTION OF POWER Systems, Ryukyu ISLANDS 
WITNESSES 


MAJ. GEN. C. K. GAILEY, CHIEF, CIVIL AFFAIRS AND MILITARY 
GOVERNMENT 

EDWARD W. O’FLAHERTY, CHIEF, ECONOMICS DIVISION, OCAMG 

EDWARD J. McLAUGHLIN, CHIEF, PROGRAM MANAGEMENT 
BRANCH, ECONOMICS DIVISION, OCAMG 

HENRY WOHL, CHIEF, ECONOMIC AFFAIRS BRANCH, ECONOMICS 
DIVISION, OCAMG 

WwW. E. NOWELL, BUDGET OFFICER, OCAMG 

MAJ. GEN. DAVID W. TRAUB, DIRECTOR OF ARMY BUDGET 

STUART H. D. FREED, BUDGET ANALYST, OFFICE, DIRECTOR OF 
ARMY BUDGET 


Program and financing 


Actual, 1958 Estimate, Estimate, 
G59 1960 
rogram by activities: Construction of powerplant, with 2 
*).000-kw. units and necessary appurtenances with structure 
r 4 20,000-kw. units $200, 000 $7, 400, 000 
Total obligations 200, 000 7, 400, 000 
nobligated balance brought forward 9, 800, 000 
nobligated balance carried forward 9, 800, O06 2, 400, 000 
Proposed supplementary appropriation 10, 000, 00K 


Object classification 


Actual, 1958 Estimate, Estimate 
1959 1960 


Land and structures $200, O06 $7, 400, 000 


Total obligations 200, 000 | 7, 400, 000 
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Mr. Tuomas. We will now take up the construction of power sys. 
tems, Ryukyu Islands. 

General GaILey. First I want to express my appreciation for the 
opportunity of coming up here and discussing this with you. 

Mr. Tuomas. Weare delighted to have you. 


GENERAL STATEMENT 


General Gaitey. Mr. Chairman and gentlemen, I appreciate this 
opportunity to discuss the Ryukyu Islands, and the interests and 
responsibilities of the United States in that area. 

Since the end of World War IT, Okinawa, the largest island in the 
archipelago, has come to occupy a key position in the global base 
complex which is the foundation of the defense of the United States 
and the free world. The magnitude of the U.S. investment in mili- 
tary construction in the island is a tangible manifestation and recog- 
nition of its military and strategic significance. Dollarwise the figure 
is in the neighborhood of one- ‘half billion dollars. If land rent: als, 
temporary construction, GARIOA, and postwar emergency relief were 
added, the total would rise to about $1 billion. 

Currently all four services maintain forces in the Ryukyus, with 
a total military population of about 28,000. They utilize about one- 
fourth of the land area of Okinawa and their installations are scat- 
tered from one end of the island to the other. There is real justifica- 
tion then for the comment, “The United States does not have a military 
base on Okinawa; Okinawa is a base.” In my opinion, the presence 
the U.S. forces in the Ryukyus symbolizes for our allies, as well as 
for our enemies, the firmness of the U.S. intentions and capabilities 
to combat threats to free world security in the Far East. 

Because of this overriding national security consideration—and this 
alone—the United States has recognized that it is essential to retain 
full administrative control of the islands. This requirement is met 
by article 3 of the treaty of peace with Japan which provides the 
United States with the right— 

* * * to exercise all and any powers of administration, legislation, and juris- 
diction over the Territory and inhabitants of these islands * * *. 

These two fundamental requirements of the United States, that 
is, maintenance of an effective military base in the Ryukyu Islands 
and flexibility and freedom in their administration, are inextricably 
interwoven. A wide varity of operations and programs are fully 
integrated and would be difficult to separate—roads, electric power, 
water, ports, communications, public safety, and public health, to 
mention a few. 

In recognition of the intermingling of local economy and military 
requirements for electric power, the Machinato powerplant and trans- 
mission facilities were originally constructed in Okinawa with Gov- 
ernment and relief in occupied areas—GARIOA—funds, to serve 
the needs of both elements. We are here today because an immediate 
and urgent requirement exists for expansion of these electric power 
generating facilities to meet sharply increasing local economy and 
military power demands. 

The fiscal year 1959 budget request for “Construction of power 
systems, Ryukyu Islands” was disapproved by the Committee on 
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Appropriations, until such time as it could make a thorough study 
of the necessity for the project. Congressman Passman has visited 
Okinawa and learned the situation firsthand, and Mr. Rightmyer 
and Mr. Baker of the Appropriations Committee staff have conducted 
an on-the-ground investigation of power requirements. 

In the light of the urgency of these requirements (and the long 
leadtime for new construction) the executive department has ap- 
proved a supplemental appropriation request for fiscal year 1959 in 
the amount of $10 million for construction of a new generating plant. 
This amount can be supplemented with $3.5 million of locally gen- 
erated funds. Together, this would permit bringing an additional 
40,000 kilowatts on to the line as of January 1, 1962. I am firmly 
convinced that the urgency of this requirement cannot be over- 
emphasized. . 

I wish to express my appreciation, Mr. Chairman and gentlemen, 
for the opportunity to present this statement to this committee of 
the House of Representatives. Members of my staff are here at your 
disposal for any further information you may desire on this subject, 
and we have prepared a short briefing of the project for you gentle- 
men which Mr. Henry Wohl of my office will present. 

Mr. Tuomas. That was a nice statement. 

General Gaur. We have a briefing, sir, that Mr. Henry Wohl of 
my Office will present. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. Let us make the record here. We will insert pages 
2 through 8 of the justifications in the record at this point. 
(The pages follow :) 


JUSTIFICATION OF SUPPLEMENTAL ESTIMATES, FiscaL YEAR 1959, RyuKyvu ISLANDS 


“For necessary expenses of construction, installation, and equipment of electric 
power systems in the Ryukyu Islands, which shall be operated by the Ryukyu 
Electric Power Corporation, an instrumentality of the United States Civil Admin- 
istration of the Ryukyu Islands; services as authorized by section 15 of the Act 
of August 2, 1946 (5 U.S.C. 55a); and hire of passenger motor vehicles and air- 
craft ; $10 million, to remain available until expended, without regard to sections 
355 and 3734 of the Revised Statutes, as amended, and title 10, United States 

yy 


Code, section 4774. 


> 


Supplemental estimate, fiscal year 1959, $10 million 
LANGUAGE EXPLANATION 


To provide for new appropriation item. Funds for this purpose were not 
granted under the annual fiscal year 1959 appropriation. 


STATEMENT RELATING APPROPRIATION ESTIMATE TO CURRENT APPROPRIATION 


Date supplemental is needed: For obligation April 1, 1959; for expenditure 
June 1, 1959. 


1958 appropriation (including supplementals) __--- ses eteicmintnesneraan $1, 513, 000 
1959 budget estimates (including amendments and supplementals 

I li cain chase cabesibiabeienblt 5, 359, 000 
1959 appropriation in annual act-_-_-_--_--------~_~-- higheabeagnipens bag 0 
1959 supplemental request for fiscal year 1959___----- es 
Total new obligational authority for 1959__._...___---_~- _..-... 10, 000, 000 











Additions: 


For construction of powerplant, with two 20,000-kilowatt units 
and necessary appurtenances with structure for 4 20,000- 


REORAAL) MOINS L. ee ckatoncetseanhe wet atee nies --~ 10, 000, 009 
Total supplemental estimate for fiscal year 1959_____-_________ 10, 000, 009 
BOOPORTURORT, TCR WORT FIG nn nents Seecdacieiameiel $1, 513, 000 


I I OO mention ghmepraninnioases 
Supplemental request, fiscal year 1959 


10, 000, 000 
A. REQUIREMENTS: POL-FUELED STEAM POWERPLANT 


Nee eee eee eee eee $816, 400 
(2) POL storage, three 80,000-barrel tanks, pipes, and pumps_____~ 594, 200 
(3) Communication facilities, plant to plant-____-_.._-__________ 163, 300 
(4) Utilities: Water, roads, sewer, electrical, water storage tanks, 
I ae a een 
Plant consisting of two 20,000-kilowatt units with structure for 
4 units: 
(a) Architectural and structure, including intake and dis- 
charge tunnel 1 


163, 300 


(5) 


, 599, 490 
(b) Steam generators (210,000 pounds per hour) (2 each)_ 1,019, 400 
(c) Draft equipment 


Reeeelleelesie acta tee taliaicks rel a ater hase ols os easton = 161, 800 
a)’ eee Weber eminent. 258, 800 
0) Mer Os earner. ose i bitin 262, 000 
(f) Water supply and purification system___..._________ £5, 800 
(g) Boiler instruments and controls_.__.._...._.________~_ 252, 400 
(h) Boiler and turbine plant piping and insulation_____~ 269, 800 
(i) Turbine generator units, 20,000 kilowatts (2 each)____ 3, 172, 000 
(j) Condensing and cooling water system____________ es 513, 800 
ci) Aer. MOM OUIIOINORT.g 8 eee. 227, 400 
(1) Electrical including substation equipment______- = 880, 800 


CIR SOIT CC 10, 500, 000 


(6) Contingency 


sesaa eke baci acta edie Radel chit wl gcainat cd baiee nate des eh aniahstiecceasiaabn emi deiobicatisl ans 1, 383, 570 

I a is, 11, 884, 260 
I i a 141, 080 
I ew cesesigntmininen ae 344, 950 
a ICID NCE UNS EIIEOOD gs aicecccsccccecastcs ences dtenheniseseotomseninne eae 619, 730 
I rr it ceseneinecnibl 9, 980 


Total project cost for 2 generating units, 20,000 kilowatts 
each, with structure for 4 unite...... =... 13, 500, 000 


Location.—The proposed plant is planned for location in central Okinawa near 
Kin Beach. It has a protected inlet for ships, free of heavy seas, and provides 
sea water for cooling the turbine condensers. There are no airbases in proximity 
and its location permits utilization of nonarable land. 


Summary financial data 
Estimated Federal costs___________ a aie atas ecipaiaaa a $10,000, 000 


Estimated non-Federal costs eet ties es 3, 500, 000 


Total estimated project cost ea sintninieees te a ae 
Appropriation requested for fiscal year 1959 supplemental. 10, 000, 000 


B. JUSTIFICATION 


It is necessary to achieve a 40,000 kilowatt increase in the generating capacity 
of the power system in Okinawa by January 1962. In addition to the basic power 
generation, modification to existing electrical system, new mooring facilities, and 
adequate fuel storage are required. It is planned to construct a POL-fueled 
Steamplant with two generators of 20,000 kilowatt capacity. Phased construc- 
tion of the new generating capacity will make available, as of January 1962, the 
chassis for 4 units (20,000 kilowatt units will ultimately be installed), the ancil- 
lary facilities, and two 20,000 kilowatt units. It is requested that $10 million of 
appropriated funds be provided for this purpose, to be supplemented by $3.5 
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16, 400 
34, 200 
53, 300 
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19, 490 
19, 400 
31, 800 
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52, 000 
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million from the Ryukyu Electric Power Corporation during fiscal year 1959-62. 

The $1,513,000 appropriated in fiscal year 1958 provided for the extension of 
power transmission facilities from Kadena to the vicinity of the Marine Camp 
Schwab, near Henoko. Necessary lines, transformers, and substations were 
rovided over a distance of 25.5 miles. 

At the present time, the only economical and reliable generating facilities in 
the Ryukyus are the Machinato steam powerplant located near Naha and the 
military barge Impedance. The Machinato plant consists of four generators of 
11,500 kilowatt capacity each and the Impedance has one generator of 30,000 
kilowatt capacity. The firm capacity of these facilities is calculated at 34,500 
kilowatts. (In calculating firm capacity in the Ryukyus, the capability of the two 
largest units is excluded since this is a uniquely isolated system, both operation- 
ally and supplywise, where a breakdown of one unit is very apt to occur during 
scheduled maintenance on other unit.) Against this firm reliable and economical 
“apacity of 34,500 kilowatts, a system peak U.S. Forces and Ryukyuan demand 
of 63,376 kilowatts was reached on January 17, 1959. Within the time required 
to construct additional generating facilities, it is estimated that demand will 
increase to 96,870 kilowatts by the beginning of 1962, with an annual increase 
thereafter somewhat in excess of 3144 percent. Thus, by 1962, estimated demand 
will be almost three times as great as existing firm economical and reliable 
generating capacity. 

There is, at present, available to supplement the Machinato plant and the 
Impedance, 16,150 kilowatts of generating capacity from various war-salvaged 
diesel-powered generators scattered among six different locations and 20,000 
kilowatts from the military power barge Jacona. Neither the diesel-powered 
generating units nor the Jacona is included in determining the economical and 
reliable capacity of the system for the reasons that: 

(1) They are aged, unreliable military assets; there is considerable difficulty 
in maintaining them and in obtaining replacement parts because of their present 
old age and this becomes more acute each year; 

(2) They are inefficient and expensive to operate (production cost per kilo- 
watt is 1.15 cents for the Jacona and 4.5 cents for the diesels compared to 0.80 
cents average for the Machinato plant and Impedance) ; 

(3) The Jacona is intended as an interim power source only, until permanent 
generating plants can be constructed, and, accordingly, must be retained pending 
such construction regardless of its uneconomical and unreliable nature; 

(4) The diesels are intended as standby only for POL and water pumping 
plants and for other critical tactical requirements. 

The addition of the plant herein requested will increase the firm economical 
and reliable generating capacity to 66,000 kilowatts. The permanent system will 
then consist of the Machinato plant which will provide 46,000 kilowatts, the 
Impedance, with 30,000 kilowatts capacity and the new plant which will generate 
40,000 kilowatts. (The two largest units in the permanent system, namely 
the Impedance and one unit of the new plant, must be considered reserve in cal- 
culating the firm capacity of 66,000 kilowatts of the economical and reliable sys- 
tem.) As indicated, the anticipated demand on the system, by 1962, is 96,870 kilo- 
watts. This will require the retention of overage, inefficient, temporary generat- 
ing plant within the system for the time being. It is estimated that the excess 
cost of required operation of such plant (Jacona and diesels) in the period fiscal 
year 1959 through fiscal year 1962 is $1,879,000. 


Mr. THomas. You say in your justifications: 


The proposed plant is planned for location in central Okinawa near Kin Beach. 
It has a protected inlet for ships, free of heavy seas, and provides sea water for 
cooling the turbine condensers. There are no air bases in proximity and its 
location permits utilization of nonarable land. 


You are seeking a supplemental appropriation of $10 million. You 
set up here estimated non-Federal costs, $3,500,000, making a total 
of $13,500,000. Your plant costs exactly $13,500,000 ? 

General Garry. Yes. 
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ACCURACY OF ESTIMATES 


Mr. Tuomas. How much guesswork is in your estimates ? 

General Gattey. Those estimates were made by the Engineers out 
in the Ryukyus and studied by us. 

Mr. Tuomas. And you think they are within 10 to 15 percent cor. 
rect ? 

General Garter. I would say “Yes.” 

Mr. Tomas. Could you do this job for $1 million or $1,500,000 less 
than this $13,500,000 ? 

General Gaitey. No; I do not think so. I think this is the rock. 
bottom. 

Mr. THomas. You have ar 
and supervision, $619,730. 

General Garry. Yes. 

Mr. Tuomas. Engineering, $141,080. We are going to do that our- 
selves, are we not ? 

General Gattey. They have to have engineering assistance. 

Mr. Tuomas. You have to bring some t: alent to shore then ? 

General GatLey. Yes. 

Mr. Wout. This is to be by bid construction, sir. It will be under 
the general supervision of the Corps of Engineers, but it will be actu- 
ally undertaken by contracting outfits under open bid. 

Mr. Tuomas. Do you think this is a really urgent matter, General? 

General Garry. Yes, sir. 

Mr. Tuomas. You have built 25.5 miles of line and you have two 
little inefficient stations. One is a ship, a powerplant and a ship, and 
the other is a little local turbine? 

General Gattry. Yes. 

Mr. Tuomas. 40 kw. 

General GarLey. It is very uneconomical and we are losing money 
every day that we use it. 

Mr. Tuomas. In the last sentence on page 8 you say that you are 
losing $1,879,000 a year. 

Gener: al Garter. $1,879,000 is the estimated excess of running the 
inefficient Jacona and diesels in the period fiscal year 1959 through 
fiscal year 1962. 


; 
architect-engineer, $344,950; inspection 


INCREASE OF CAPACITY BY ADDITIONAL PLANT 


Mr. THomas. You say: 


The addition of the plant herein requested will increase the firm economical 
and reliable generating capacity to 66,000 kilowatts. 

I believe that you said some place in there that that would take care 
of your anticipated needs and growth through 1960. How many kilo- 
watt-hours do you anticipate you will grow between now and 1962? 
What is the average consumed on the island now ? 

Mr. Wont. In kilowatts rather than kilowatt-hours, the present 
consumption peak was 63,360 kilowatts as of the first month of this 
year. 

Mr. Tuomas. Is that the top capacity of your existing facilities ? 

Mr. Wout. No, sir. I can show you a few charts here that. will 
show you the existing facilities capacity and also the demand. 


1 
H 
and 
the 
the 
the 
59, 
Du 
line 
qui 


li 


uw 


te 





out 


Cor- 


less 
ck. 


Hon 


yur- 


der 
stu. 


ral? 


two 
ind 


hey 
are 


the 
igh 


ical 


are 


ilo- 
52? 


ent 
his 


vill 


727 


This chart [indicating] shows the existing transmission facilities. 

Here on this chart [indicating] we show the actual experience— 
and these are megawatts, thousands of kilowatts—the demand from 
the Ryukyu Island power system which includes the Machinato plant, 
the Impedance, and these inefficient plants, all of which are run by 
the Army on an integrated basis. And during 1958 we got up to 
59,000 kw. and in the first month of this year we got up to 63 000 kw. 
During this year we will get up as high as 73, 000 kw. and this bold 
line [indicating] marks the anticipated minimum increase in our re- 
quirements for the military and local economy through 1970. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Do you anticipate the figure will be increased any 
time soon ¢ 

Mr. O’Fianerty. The number of installations requiring electricity 
will be more. 

Mr. Wont. We have recently transferred from Japan to Okinawa 
the 3d Marine Division and camps are being constructed now for the 
Marine division. These are one of the largest single elements which 
bring about the sharp increase in power requirements. 

Mr. Tuomas. Has this matter been discussed with the Department 
of State, whether we stay on there or get off? That is going to be 
a decision made by the Department of State, is it not? 

General Gaitey. There was a public statement by the President 
after Mr. Kishi’s visit from Japan that as long as the present condi- 
tions of unrest exist in the Far East we will be there. 

Mr. O’F.auerty. And it is reiterated in the President’s budget 
document. 

EXTENSION OF TRANSMISSION LINES 


Mr. TxHomas. Have you let any contracts for the construction of 
this plant ! 

Mr. Wont. No, because we have as yet no funds for construction. 
We received $1,513,000 in the fiscal year 1958 which was only for the 
extension of transmission lines northward. 

Mr. Tuomas. Have you let any contracts on architect-engineering ? 

Mr. Wont. None. We have no authorization. 

Mr. Tuomas. You have spent your money for 25.2 miles of high 
line? 

Mr. Wont. That is correct. 

Mr. Tuomas. That is all completed ? 

Mr. Wout. That is correct. It will be completed in July of this 
year. 

Mr. Tuomas. Who did that job for you? 

Mr. Wont. That was under the Engineers. 

Mr. Tuomas. Force account? 

Mr. Wont. I do not. know specifically whether the Engineers did 
it themselves, or whether it was under contract. I know that it was 
under the Engineers’ supervision. 

Mr. Rooney. I do not believe that I have any questions. I listened 
to testimony on this previously. 

Mr. Tuomas. Was this matter submitted to you? 

Mr. Rooney. It was. 











Mr. Bow. What did the report of Congressman Passman in- 
dicate? I have not seen his report. 

Mr. Roonry. It was a deferral. 

General Gartry. He went out in September and then there were 
two gentlemen from the Appropriations Committee staff who made 
an independent visit out there. They were out there in January, 
We have not seen their report, but out there they made several sug- 
gestions to the people on the ground as to how they should change, 

Mr. Tuomas. Cannot this matter wait 30 or 40 days? You have 
waited since 1945. Another 30 to 60 days will not hurt you, will it? 

General Garter. We would like to get started, sir. We tried to get 
it in 1958 and 1959. We want to start on this contractual business, 
the design contract, and the ability to get started is the reason we 
put in for it early. We want to get started as soon as we can. 

Mr. Bow. Is the weather a factor in getting started / 

General Gattry. No, sir. We just want to get started. 

Mr. Wont. The basic requirements is that as of 1959 the require- 
ments as shown here exceed the firm capacity of all the available 
facilities, including the inefficient Jacona and diesels, We are faced 
with a 3-year timelag from the time we had an authorization and an 
appropriation of funds until we have the completion of the project. 
In other words, we cannot look for the project to put new facilities on 
the line until January 1, 1962, assuming we had the money to start as 
of May 1959. It is for this reason that the executive department felt 
we should come in with a supplemental request so that we could cut 
to the utmost any delay involved. 


COST TO PRODUCE POWER 


Mr. Bow. What is it going to cost you to produce this power? 

Mr. Wout. The cost will run at about hei we get now from the 
Machinato plant and the Impedance plant, the efficient units of the sys- 
tem, which runs roughly 1.4 cents oo kilowatt-hour, which is at or 
below the average the Army pays for power stateside. 

Mr. Bow. What are these plants? Are they steamplants or diesel? 

Mr. Wont. These are steamplants, POL-fired steamplants. The 
POL is brought in from the Persian Gulf. There is no hydro capacity 
or coal on Okinawa. We have to run everything on oil out there. 


USE OF POWER GENERATED 


Mr. Bow. Does this provide for the generation of power for the 
use of others than the Armed Forces and their ieaieaies 

Mr. Wont. Yes. This covers the requirement of both the local 
economy and the military, both of which are now taken care of out 
of the integrated system, and this would be an add-on to the inte- 
grated system. 

Mr. Bow. What do you get for the power sold to the local economy ? 

Mr. Wout. The power that goes to the local economy is wholesaled 
by the Ryukyu Electric Power Corp., and the retail distributors get 
an aver: age of 4.8 5 cents per kilowatt-hour for both lighting and power. 
That runs about 5.4 cents for lights and about 3.75 for power. 

Mr. Bow. Is that return sufficient to amortize this plant ? 
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Mr. Wout. This is in terms of what the local distributors get from 
the consumers. 

Mr. Bow. How about what we get from the local distributors? 

Mr. Wouu. We have, as an aim, to turn over the power from the 
Ryukyu Electric Power C ee to the distributors at just about the cost 
in order to bring down as far as possible the exceedingly high cost 
of power which we have in Okinawa because of the fact that we have 
to run a POL-fired system. The power costs in Okinawa run roughly 
twice those in Japan. In order to carry out our responsibility in the 
area and attract the utmost in private entrepreneural money out there 
in order to dev elop the economy and reduce the drain on the United 
States, we are attempting to get the power costs down. 

Mr. Bow. What is the population there in excess of our 40,000 
American troops and dependents? 

Mr. Wont. The population on Okinawa, the indigenous population, 
is 700,000. 

Mr. Bow. Will we be furnishing power to all of that population? 

Mr. Won. We presently serve out of the system 64 percent of the 
populati 10n. 

Mr. Bow. On the new system, what would you serve? 

Mr. Wonu. Up to about 75 percent. 


POWER RATES 


Mr. Bow. The local distributor would be making a profit from the 
resale of the generated power; am I corect in that? 

Mr. Wout. That is correct. They are on a private enterprise 
basis and they could recover their costs, plus a moderate return. 

Mr. Bow. Is there any control on what the private distributors 
can charge to those people, other than for the power they sell ? 

Mr. Wonu. I do not think that there is any such thing as a price 
control or a power commission. 

Mr. Bow. Or a public utilities control ? 

Mr. Wont. Or a public utilities control. 

Mr. Bow. In other words, they can set the rate at whatever they 
desire ¢ 

Mr. Wout. Yes, but we see to it that the rate is kept as low as 
possible. We are attempting, as I say, to bring the rates down by 
bringing down the charge to the power distributors. 

Mr. Bow. How much of this is high lines? 

Mr. Wout. So far as the distribution is concerned? 

Mr. Bow. Yes. 

Mr. Wout. Practically all high lines. There is only 10 miles of 
underground line. 

MAINTENANCE 


Mr. Bow. What is your maintenance going to be after you have 
constructed this line? 

Mr. Wout. The cost of maintenance I cannot speak to, sir. These 
are handled by the Army, which maintains the entire operation, 
including the Machinato plant, the proposed new plant, and the diesels 
and the barges. 

Mr. Bow. Your maintenance there is considerably higher, is it not, 
than stateside? 
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Mr. Wout. I have checked with the Engineers and they say that 
they consider the operation to be quite an economical one and that 
the ultimate cost of power, considering maintenance and the abnor- 
mally high cost of fuel, which has to brought im there, still runs the 
total cost of power to the military at no higher than the average they 
pay stateside. 

Mr. Bow. That does not take into consideration the maintenance 
after the plant is built and in operation ? 

Mr. Wont. That includes the maintenance. 

Mr. Bow. You cannot give us anything on maintenance; is that 
correct ¢ 

Mr. Wont. I have no breakout figure; yes, sir. I know that at the 
present time the total operation costs in fiscal year 1958 were $4.6 
million, of which $2.5 million was for fuel. 

Mr. Bow. The island of Okinawa was, and is, hard hit, practically 
every year, by typhoons. What has happened to your powerlines 
in the past in some of these areas? 

Mr. Wont. They have stood up pretty well. We built steel tower 
high-line construction and I am told that the main damage that is 
caused is from the flying salt water in the area, which brings about 
a high rate of corrosion. The lines have stood up remarkably well. 

Mr. Bow. Climatically, and because of the typhoons your cost of 
maintenance would be higher than statewide, would they not? 

Mr. Wout. That is correct. 

Mr. Bow. That is all. 

Mr. Tuomas. Mr. Jonas? 


COST OF NEW PLANT PER KILOWATT 


Mr. Jonas. What will be the cost of the new plant per kilowatt? 

Mr. Wont. $13.5 million for 40,000 kilowatts, which would run 
about $90 per kilowatt. 

Mr. Jonas. It would be much more than that, would it not? About 
$350, would it not ? 

Mr. Wont. That is correct, sir. 

Mr. Jonas. Is that not pretty high? 

Mr. Wout. No, sir; these are costs which were derived by the Corps 
of Engineers and the only thing that is abnormal is that you haev to 
get. your large items stateside and transport them out there. 

Mr. Jonas. How does that compare with construction in this 
country ? 

Mr. Wont. I understand that it is on a par. 

Mr. Jonas. Plus only the transportation costs? 

Mr. Wont. That is correct. 

Mr. Jonas. Did I understand you to say that the present power 

system is a free enterprise operated system ? 

Mr. Wont. The distribution is on a 

Mr. Jonas. The generation of the power is by an instrumentality 
of the Government, is it not ? 

Mr. Wont. That is correct. The distribution to the local economy 
is by private entrepreneurs, entrepreneur distributors who purchase 
from the instrumentality generating that power. The generation is 
all governmentally operated. 
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FUNDS TO BE DERIVED FROM GENERATING INSTRU MENTALITY 


Mr. Jonas. The $3.5 million you propose to get, does that come from 
the Government instrumentality ¢ 

Mr. Wont. That comes from the Government instrumentality. 

Mr. Jonas. That represents profit? 

Mr. Wont. This comes from the rental which the corporation re- 
ceives for the Machinato plant which is leased to the Army and is 
run by the Army. It is part of the integrated system. 

Mr. Jonas. Does that represent profits ; by the system over the course 
of time? 

Mr. Wout. It represents, actually, reserves of the corporation 
whieh include both the return on the original investment and their 
depreciation reserves. 

Mr. Jonas. Will that absorb all of their reserves ? 

Mr. Wont. Essentially. 

Mr. Jonas. Ultimately how are these reserves disposed of ? 

Mr. Wout. The reserves are intended, of course, for the deprecia- 
tion and ultimate replacement of the initial plant which was built 
in 1954. They are also used for the extension of the transmission sys- 
tem so as to bring the power generated within the system to all areas 
in the local economy. At the present time the transmission system 
only runs as far north as Henoko. It is intended to extend it still 
farther north. 

USE OF INCREASED CAPACITY 


Mr. Jonas. Is not the increase capacity you are providing for here 
dependent upon future congressional action to a large degree, future 
military installations planned but not yet authorized or appropriated 
for? 

Mr. Wont. This bold line on this chart reflects only the power re- 
quirements out of existing facilities and construction which has al- 
ready been authorized and funded. Over and above the bold line 
shown at the bottom I have two additional lines at. considerably 
higher levels. 

The second line represents construction which has been authorized 
but not yet funded. 

The third represents where neither authorization nor funding has 
yet. been requested, but where construction is programed under our 
long-term plans. 

Mr. Jonas. Will the new capacity, assuming that you get it and 
complete it, is it designed to take care of the upper line, the total re- 
quirements, or what ? 

Mr. Won. No, sir; the new capacity as shown would bring in 
40,000 kilowatts. 

That is scheduled for January 1, 1962, which would bring us up to 
this point here, 120 megawatts. 

We consider that we have an ultimate requirement for two addi- 
tional units. What is requested here is a chassis to hold four units on 
which two units would be initially installed. This would bring us 
up to this point [| indicating]. 

However, this includes the inefficient, overage units in the system. 

The Jacona and the diesels are not calculated to be usable beyond 
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January 1, 1964, and at that time these are dropped out of the system 
and then you would have facilities which would take care of our 
requirements, as we see them, through 1967. 

Mr. THomas. Thank you, gentlemen. 

Mr. Bow. Mr. Chairman, I have one other question off the record, 

( Discussion off the record.) 

Mr. Tuomas. We enjoyed having you with us, gentlemen. 


Turespay, Marcu 3, 1959. 
RAILROAD RETIREMENT BOARD 
SALARIES AND EXPENSES 


WITNESSES 


HOWARD W. HABERMEYER, CHAIRMAN 

HORACE W. HARPER, LABOR MEMBER 

THOMAS M. HEALY, MANAGEMENT MEMBER 

MICHAEL RUDISIN, DIRECTOR OF BUDGET AND FISCAL OPERA- 
TIONS 


Program and financing 


1959 1959 
presently revised 1959 increa 
available estimate 
Program by activities | 
1. Maintenance of earnings accounts_.__..-. ihe OT $435, 388 $435, 830 $442 
2. Processing claims 7 eo 6, 555, 688 6, 786, 261 230, 573 
3. Maintenance of beneficiary rolls = 1, 039, 527 1, 129, 532 1), 005 
4. Hearings and appeals é ; ‘ ‘ 2, 541 52, 541 
5. Actuarial services. .............. bs ; 164, 230 164, 230 
ea eed ae 907, 626 GOR, € mi) 
7. 1958 obligations for 1959 program 21, 008 | 21, 008 
Supplemental required for pay increases. wacagddldabbidta | —704, 000 705, 000 
Total obligations wa! pose --| 8, 428, 992 | 9, 455, 992 1, 027, 000 
Financing: 1959 appropriation available in 1958 ; ie 21, 008 om 1... ¢ 
New obligational authority.._...-- ‘ies le &, 450, 000 9, 477, 000 | 1, 027. 000 
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—_ Object classification 
System j me 
of our ' j 
1959 1959 
presently revised 1959 increase 
| available | estimate | 
at ot ee ce Ss | | a : —_ 
record, =. | | 
Total number of permanent positions.-..........-...-------.-.- 1, 423 | 1, 423 |- 3 
Full-time equivalent of all other positions + 27 | Bt lneenkecoutane 
Average number of all employees__.-......---- s 1, 327 1, 342 | 15 
Number of employees at end of year__-.-.-.-..-----.------.---- 1, 382 | 1, 382 |... - 
| 01 Personal services: | 7 ma 
Permanent positions__-___- allie ks $6,783,180 | $6, 861, 480 | $78, 300 
Positions other than perme inent- bs Sathya aie elites -| 110, 621 | 326, GRE fo cc ekccese 
959. Other personal services pcecaesnie ; 182, 905 | 286, 875 103, 970 
Tteh para Wer VIC aise nis ihn wisn nd bende | 7, 076, 706 7, 25 182 270 
02 Travel--.-- ee eee pe ecencennceenennne=-| ee.) ee 
03 Transpor tation of things. ute 1A Sc nnbeedibuiuedcebebante 13, 587 150 
Oe ENON COUT on cb wenadsnéeeebonsinehen tat 54, 091 ot ee ee 
Teen eee TT eee ene ccumamaaeawnunamds | 331, 000 434, 600 | 103, 600 
Pees Gre REI PEN VIONE ook oie Sac n cn ceddtobodéasbacssent 501, 971 508, 571 6, 600 
06 Printing and reproduction ---- ..._- ates cea Ee anes 61, 269 62, 019 | 750 
07 Other contractual services... .........-......-...-...--- | 156, 158 171, 088 | 14, 930 
Services performed by other agencies----...-.----------- 118, 720 UR, 280 Bien sth5~~iek 
er EEE GlNtY CNOUR: — =o cock oc ccccda cto cescocedcedes 122, 344 131, 544 | 9, 200 
cI Sh tas 5 50 Sree oth be dete eitiopen pir sede acae | 47,056 | Soy BOO Biniiatgnin Sti 558% 
11 Grants, subsidies, and contributions...------- paasigdiees tea 442, 365 | 446, 865 4, 500 
13 Refunds, awards, and indemnities-_--................---.- 3, 683 | DB iii peaoknb bs 
15 Taxes and assessments._- as Lm mecannsnee ened 2, 496 CE Kop scak-caniets 
Supplemental required for pay increases.....----------- | 2290 ONO Lennoneecasusan 705, 000 
1958 obligations for 1959 program.....................__- —21, 008 I i a 
PERA- obligations fo prog a O08 : 
! GN IE i iicentntinennincimbaatammnavswanzee 8, 428, 992 | 9, 455, 992 1, 027, 000 
| 
A nities 
——— Mr. Tuomas. We have with us this afternoon the officials of the 
neras |  ailroad Retirement Board. 
Gentlemen, I have the privilege and ple sure of introducing to you 
— my old hometown friend, and compatriot of many years standing, 
sm the Honorable Horace W. Harper, the labor me mmber of this board, 
230, 573 from Houston, Tex. 
40, 005 * . . 
4 Nice to have you with us, gentlemen. 
“oa Do you have a statement ? 
ae If you do, we will be glad to listen to you and if you care to later, 
4 you may revise or extend your remarks. 
027 ‘. ia 
fee te Do it any way you like. 
, 027, 000 


GENERAL STATEMENT 


Mr. Hapermeyer. Mr. Chairman and members of the committee, 
the Railroad Retirement Board administers the Railroad Retirement 
Act and the Railroad Unemployment Insurance Act. One act pro- 
vides a retirement system for the payment of annuites to railroad 
employees retiring because of age or disability, annuities to wives and 
dependent husbands, and annuities and other benefits to their sur- 
vivors. The other act provides an unemployment and sickness insur- 
ance Sy ystem for paying unemployment, sickness, and maternity bene- 
fits to ‘qualified railroad wor kers, and for placing unemployment ben- 
efit, claimants in jobs. 

In our appearance in support of our regular appropriation request 

for the fiscal year 1959, we described the composition of the Board 
which consists of a labor member, a management member, and the 
Chairman who represents neither railroad management nor labor, 
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and described briefly the general activities of the Board. We ex. 
plained that the railroad retirement system is financed by taxes paid 
in equal shares by railroad employees and railroad employers to cover 
both the payment of benefits and administrative expenses. 

Our presence here today is for the purpose of supporting a su 
plemental appropriation request for the fiscal year 1959 of $1,027 ,000, 
It is thought appropriate at this time to point out that this request 
is not a request for an appropriation from general funds of the Treas- 
ury. Rather it is a request to transfer money from one trust fund to 
another, and, as such will have no effect on the total amount of the 
Federal budget. 

The supplemental appropriation is required to meet costs of in- 

reased pay rates, costs of increased postal rates, and costs of han- 
dling additional workloads created by the 1958 amendments to the 
Social Security Act, which were not provided for in the 1959 regular 
appropriation. Actually the total of these cost increases amounts to 
$1,168,000, but a supplemental appropriation in the lesser amount is 
being requested because we plan to absorb $41,000 of the costs through 
an expected increase in efficiency in regular operations. The amounts 
attributable to each of these new cost factors are as follows: 
Bg a ee are $705, 000 
Cost of increases in postage rates_____ pila ace es 98, 000 


Cost of handling additional workloads created by the 1958 amend- 
ments to the Social Security Act ____ ~~ t AAP OSGE Se EAT at 365, 000 


Total cost increases__ 


estates lease cl pp talis Niiein daira teaelee Me 168, 000 

Less savings in regular appropriations through expected increase in 
RN ec ek ena i ececeieligngniehice isle tiaitansectlies cs otal : ; 141, 000 
Net supplemental appropriation requirements___.__._._.__._____ 1, 027, 000 


The Federal Employees Salary Increase Act of 1958, which in- 
creased salaries by 10 percent, and the Postal Policy Act of 1958, 
which increased our postage costs by approximately one-third, ac- 
count for $803,000 of these added costs. The remaining cost in- 
crease arises from the 1958 Amendments to the Social Security Act, 
which created additional workloads for the Railroad Retirement 
Board in several ways. 

The Railroad Retirement Act provides that the maximum amount 
to be paid a wife eligible for benefits under our system is: the maxi- 
mum provided by the Social Security Act. W hen the social security 
maximum was increased by the 1958 amendments, it became necessary 
to provide related increases to 80,000 wives receiving benefits under 
the railroad retirement system. 

Our act also guarantees that in no case will a retired railroad em- 
ployee or his dependents or survivors get less than they would have 
received if they had been covered by the social secur ity system. The 
new social security rates made it necessary to increase the benefits for 
175,000 individuals on our rolls. mostly survivor beneficiaries, who 
were being paid under this minimum guarantee formula. 
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It also became necessary to review :162,000-cases of beneficiaries 
being paid under the regular railroad retirement formula to deter- 
mine whether benefits could be increased under the guarantee’ provi- 
sion. In these cases the benefit under the regular formula was some- 
what higher than would have been provided under the guarantee 
provision when the old social security rates were in effect. However, 
y using the new social security rates, benefits would be increased 
under the guarantee provision for a limited number of the bene- 
ficiaries in this group. 

In addition, it is necessary to review 59,000 disability retirement 
cases as a result of the amendments. This review is for determining 
whether the minimum guarantee formula will produce higher benefits 
by using the new social security rates; taking into consideration the 
family of the disability annuitant now that the Social Security Act 
yrovides benefits to family members under certain conditions; and 
establishing disability freeze periods where possible since such action 
will make either the disability annuitant or liis survivors eligible for 
increased benefits in many cases. 

A careful review of the Board’s current budgetary situation em- 
phasizes the need for the amount of our supplemental request, in that 
workloads of large proportions remain for disposition between now 
and the close of the year. 

Even in a normal year, the regular operations of the Board are sub- 
ject to seasonal inc.eases in the latter part of the fiscal year. The 
increase in the last 4 months of this fiscal year will be much greater 
than normal because of the large backlog of regular claims work that 
has accumulated and the large amounts of nonrecurring amendment 
work that remain for processing. Some of the significant workload 
increases in the latter part of the year are as follows: 

1. Year-end wage processes relating to the establishment of wage 
and service records for all railroad employees, which start late in 
February and conclude early in June, entail multiple-shift operations, 
additional personnel, and overtime work. 

2. Year-end policing of 170,000 beneficiaries, representing all cases 
to be policed, except disability cases which are policed throughout the 
year at the rate of approximately 5,000 cases a month, starts in March 
and continues through June. 

3. The reexamination of disability annuity cases including the estab- 
lishment of disability freeze periods is of such formidable proportions 
that only a portion of the work can be handled by June 30, 1959. 

4. In addition to the seasonal increase in regular claims receipts 
that normally can be expected in the latter part of the fiscal year, there 
is the need to reduce backlogs of claims that have developed since the 
start of the fiscal year. The pending claims load of 16,600 at the start 
of the fiscal year has increased to 20,900 at the close of January. 

It is urgent that this work be handled without delay, for the post- 
ponement of it would adversely affect the immediate welfare of rail- 
road employees, their families or survivors. 

Mr. Tuomas. We are certainly delighted to have that statement. 
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JUSTIFICATION OF THE ESTIMATE 


Let us put in the record pages 2, 7, 8 and 9 of the justifications, 
(The pages referred to follow :) 


SALARIES AND EXPENSES, RAILROAD RETIREMENT BoarpD (TRusT Funp), 
FiscaL YEAR 1959 





Request for 14% months from May 15, 1959 ?___-_------------------- $1, 027, 000 
ONCE TOD RI a, occa een pa ics igusieenantonepinaeeeureuioytneienielh $8, 450, 000 
I OTN  csshsanmeatinnnenasloniaaamestinn $4, 580, 535 
nT UOT PN a  hentnataiencabanseeconanerepenntienwylreretenan $3, 798, 317 
Peas Gene Ment fided) Peer... es eh eek se $9, 460, 000 
Employment: 

Average number, current appropriation____-_-_---___-_--__---_. 1, 327 

Average number, involved this estimate_._.________----_______-~ 15 
a re nn nenpuntrenepevananeesonarevenmeres 1, 314 
Obligations: 

ee wena (OIE a bs ec esti entities eeenee $2, 256, 893 

I I a i kd dels bietnacepeeariees-necinacnen Seepiahenicd megnieiislivaiins 2, 323, 642 

I elec 2, 481, 457 

ES ocean ncniihen pepe wtngnecangrnenrercbenebnere 2, 394, 000 

Total actual and estimated obligations_._._._ccu-...._.._-__--__ 9, 455, 992 

Current appropriation available__._..._-__-_--______-_-~ $8, 450, 000 
Igoe program opligerea ip 1906__.......................... — 21, 008 
a a etiasinineipsianiapmgneeinrenehia —————_ 8, 428, 992 
Estimated supplemental required___._..-.__.._--_---__-_---------- $1, 027, 000 


1 Represents date present appropriations are anticipated to be fully obligated. 


These justifications cover a supplemental appropriation request of $1,027,000 | 


for Salaries and expenses, Railroad Retirement Board (trust fund) for the 
fiscal year 1959. Subsequent to the transmittal to the Congress of the estimates 
for the 1959 appropriation, the Congress enacted legislation amending the Social 
Security Act, increasing the pay of Federal employees, and increasing postal 
rates. The Social Security Act amendments created an emergency involving 
the immediate welfare of individuals to whom benefits are required to be paid 
in accordance with formulas prescribed by law. The increase in pay for Federal 
employees and in postal rates requires expenditures which are also beyond ad- 
ministrative control. Although total costs resulting from these various enact- 
ments amount to $1,168,000, we are requesting a supplemental appropriation 
of only $1,027,000 because we plan to absorb $141,000 of the costs through savings 
in the regular appropriation resulting from increased efficiency. We expect to 
achieve these savings even though regular workloads are at levels higher than 
those on which the appropriation was based. 


The supplemental appropriation request covers the following increases in 
costs. 


1, Cost of handling additonal workloads created by 1958 amendments 
to the Social Security Act: 


Adjustment of maximum spouse benefits and overall minimum 


Re eee nee ee ibaa ates cents $49, 550 
Manual examination of retirement, spouse, and survivor cases 

for possible application of overall minimum ____.--~-----_~- 121, 400 
Manual examination of disability cases for possible applica- 

ae nn ceninintprentianeesarmaoeeles 178, 550 
Effect on regular administrative operations__.._.__..__.---- 15, 500 

NS iia igh dine halal ta le vaplns meedngisth ett ndeddnw tadoekls 365, 000 


2. Cost of increases in pay rates resulting from the Federal Em- 
ployees Salary Increase Act of 1958_......-..-...._____-____ 705, 000 
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3. Cost of increased postal rates resulting from the Postal Policy 


tt ORR Geese ae A ions a ed 98, 000 
Total supplemental appropriation requirements_____._________ 1, 168, 000 

Less savings in regular appropriations through improved efficiency_.__._ 141,000 
Net supplemental appropriation requirements_..........__.._ 1, 027, 000 


1. Cost of social security amendment work 


The 1958 amendments to the Social Security Act created additional workloads 
for the Railroad Retirement Board because the maximum spouse benefit under 
the Railroad Retirement Act may not exceed the maximum wife’s benefit under 
the Social Security Act, and because the Railroad Retirement Act guarantees 
that in no case will a retired employee or his dependents or survivors get less 
than they would have received if his railroad service had been covered by the 
Social Security Act. Since the 1958 amendments to the Social Security Act 
increased benefits and changed the conditions under which benefits are paid 
under that Act, it was necessary to review and adjust the payments in force 
under the Railroad Retirement Act. 

Changes made by the 1958 amendments to the Social Security Act included 
increases in benefit rates and provided for the first time for benefits for the 
dependents of disabled workers who are receiving disability benefits. The amend- 
ments also removed the restriction on the receipt of disability benefits where 
the disabled worker is receiving certain other disability payments; they ex- 
tended to June 30, 1961, the deadline for retroactive filing of disability freeze 
applications; they provided for payment of benefits retroactively for as many 
as 12 months before the disability freeze application is filed; they made less 
restrictive the insured status requirements for disability freeze purposes in 
that a currently insured status is no longer required; they provided that wages 
up to $4,800 annually are creditable beginning with the 1959 calendar year; and 
they provided other changes such as in the circumstances under which benefits 
are payable. The amendments are effective on enactment or on specified dates, 
with benefit increases generally becoming effective January 1, 1959. 

The major workloads created by the 1958 social security amendments include 
adjustment as of January 1, 1959, of benefit amounts being paid under the 
overall minimum or as maximum spouse annuities to 255,000 beneficiaries on the 
rolls, the manual examination of 221,000 retirement, spouse, disability, and 
survivor cases for possible increases, and where appropriate recertifying such 
cases to put increased payments into effect. These workloads and the provisions 
for handling them are described in the following subsections. 

Adjustment of maximum spouse benefits and overall minimum benefits —The 
amendments to the Social Security Act provide a general increase in benefits 
effective January 1, 1959. Under the guarantee provision of the Railroad Retire- 
ment Act, benefits being paid under the overall minimum in 175,000 cases must be 
increased in line with social security increases on January 1, 1959. Also, since 
a spouse annuity under the Railroad Retirement Act is limited to one-half her 
husband’s retirement annuity or the maximum wife’s benefit payable under the 
Social Security Act, whichever is less, some 80,000 spouse annuities being paid 
under the maximum wife’s benefit limitation must be increased as of January 1, 
1959, in line with the increase in the maximum wife’s benefit under the Social 
Security Act. 

The requirements of the various bureaus and offices involved in making these 
adjustments of payments in force are as follows: 


“stimate, 1959 











| Man-years 











Amount 
Office of Budget and Fiscal Operations. ............-...-.-.---------.-.----.-| 3.9 | $21, 100 
Se Or Se GONE COTW, io oa conc cncccacaenccescecnnseuaueuneie peaual 2.0 8, 800 
Seen Oe EPeOOCOr OF PRODIOTON 5 noc ness nccccsccnsvcncasceucccsone helene nics 4 3, 7! 
Bureau of Wage and Service Records.............------ Sdakmackbiaieeawaal 1.1 15, 900 





RN a a a7 si nd Os on onal aie eeseebnncinas whniienaink bent 7.4 | 49, 550 
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The 3.9 man-years required by the Office of Budget and Fiscal Operationg 
eover the preparation and verification in the integrated disbursing installation 
of new addressograph plates for 255,000 cases in payment status to reflect the 
increased rates payable in January 1959 and to establish and verify new contro] 
records. The allowance also provides for the use of the checkwriting facilities 
in-addressing and releasing questionnaires required in developing information 
omwhich ‘to adjust benefit payments, and in releasing explanatory information to 
beneficiaries as adjustments are reflected in their benefit checks. 

The 2 man-years provided for the Office of Supply and Service cover the han. 
dling of claims files required in the adjustment operation and the insertion in 
claim folders of cards reflecting the new benefif rates. 

The 0.4 man-year provided for the Office of Director of Research cover pre 
paratory work in connection with the use of card files of that Office in identify. 
ing the cases to be adjusted. 


The 1.1 man-years provided for the Bureau of Wage and Service Records cover 
the machine work involved in reproducing working cards from research files, 
identifying and listing cases to be adjusted, computing adjustments, establish- 
ing machine control records, collating new control pay cards established from 
new addressograph plates of the Office of Budget and Fiscal Operations against 
control cards, preparing informational cards for insertion in claim folders for 
the cases adjusted, and related machine work. 


Mr. THomas. May I summarize briefly ? 

You are looking for an estimated deficiency of $1,027,000 to be de- 
rived from the railroad retirement fund. In truth and in fact, this 
is a lifting of certain limitations to the extent; is it not ¢ 

Mr. Hasermeyer. Yes, sir. 

Mr. Tuomas. This item of $1,027,000 is made up principally of 
two items. You have the pay increase here in the amount of $705,000 
and then you have your mail increase at $98,000. 

What is this item of $365,000 ? 

Mr. Hasermeyer. Those are increased costs caused by the amend- 
ment of the Social Security Act. 

Mr. Tuomas. Give us a breakdown of the $365,000 and give me the 
green sheets for that. 

Manual examination of retirement and so forth. Break it down in 
terms of employment. What page is that on in your green sheets? Is 
it an increase of 15 regular jobs? 

Mr. Rupisin. We propose to have 15 jobs filled that are now vacant. 

Mr. Tuomas. Your increase in workload is covered by $365,000? 
Your increase in pay is $705,000 and then your increase in mail is 
$98,000. 

That gives you a total of $1,168,000 and you are making a saving 
of $141,000. 

Then your increase in 15 jobs costs you what? 

Mr. Rupistn. We propose to fill 15 jobs we would otherwise not 
have filled. In addition we propose to work some overtime. Our 
overtime plus the filling of 15 jobs accounts for the $365,000. Our 
workload is of such proportion that we cannot handle it with the 
regular employees, so we will have to resort to overtime because there 
is a matter of using experienced claims examiners. We could not hope 
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to recruit and train claims examiners in sufficient time to dispose of 
much of this work. 

Mr. Tuomas. When was this act passed, last year? Was it last 
July ? 

Mr. HaperMeyer. September, I believe. 

Mr. Tuomas. Became effective when? I believe it passed at the 
very end of the session and you did not have an opportunity to work 
with it. 

Percentagewise, how much did it increase the workload over your 
present workload ? 

Mr. Roptstn. This workload that the amendments of the act cre- 
ated is of a different type than what we normally have. We do have 
regular applications for retirement, but the Social Security Act makes 
it necessary for us to increase the benefit rates for 80 ,000 wives of 
beneficiaries on our rolls, It made it necessary for us also to increase 
the benefits for another 175,000 beneficiaries, 

Mr. Tromas. It is gener ally estimated that under the Old-Age and 
Survivors Insurance Bureau that those changes increased the “work- 
load 20 percent. 

Mr. Hasermeyer. It would be to a lesser extent for us. 

Mr. Tuomas. How much less? 

Mr. Hasermeyer. Between 5 and 10 percent. 

Mr. Tuomas. It is quite sizable ? 

Mr. Hanermeyer. Yes. 

Mr. Tuomas. What was the total cost of your pay act increase, 
$705,000 ? 

Mr. Rupisty. Yes, sir. 

Mr. Trosas. You absorbed $145,000 out of “Other objects”? 

Mr. Rupisin. Yes. 

Mr. Harrer. Mr. Chairman, may I say this: I have said this so 
often it is becoming trite, but this money comes out of the trust fund 
and it does not represent any change in the general funds of the 
Treasury at all. I want to give emphasis to the fact that while we 
do not object to surveillance, we like it and we think it is good and 
wholesome, but we do have our own savings because we are saving 
our own money. Our board being constituted as it is, representative 
of management and labor, represents both impartially. It is our job 
to do this as efficiently as we can and I say that for the record so that 
yor will know that we are saving our own money on this. 

Mr. Tuomas. Thank you, gentlemen. 

Mr. Jonas. One question, Mr. Chairman. 

How much money is in the trust fund ? 

Mr. Hasermeyer. $3,600 million. 

Mr. Jonas. In both funds? 

Mr. Hasermeyer. No; in the railroad retirement trust fund. 

Mr. Tuomas. Thank you, gentlemen. 
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Turspay, Marcu 3, 1959, 
DEPARTMENT OF LABOR 


Bureau or LAsor STaNDARDS 


WITNESSES 


NELSON H. BORTZ, ASSOCIATE DIRECTOR 
ROBERT D. GIDEL, CHIEF, DIVISION OF SAFETY STANDARDS AND 


SERVICES 


ROBERT P. VAN ZANT, ADMINISTRATIVE OFFICER 
JOHN J. GILHOOLEY, ASSISTANT SECRETARY 
JAMES E. DODSON, ADMINISTRATIVE ASSISTANT SECRETARY 

Vv. S. HUDSON, DEPUTY ADMINISTRATIVE ASSISTANT SECRETARY 


SALARIES AND EXPENSES 


Program and financing 





Program by activities: 
1. Improving State labor legislation 


. Reducing industrial accidents 


. Registration of labor union data 


data- 


OOo ID PWD 


. 1959 program obligated in 1958 _. 
Supplemental required for pay increases 


I oa eatin 


Financing: 
1959 appropriation available in 1958 
New obligational authority 
New obligational authority: 
Appropriation 
Proposed supplemental appropriation 


. Improving conditions of migratory workers_. 
. Protecting young workers and advancing their employ- 7 
TN es oe ok ch weneenannens 


. Promoting employment of the physically handicapped 


. Registration and disclosure of welfare and pension _ | 


| 


. Executive direction and management eerviers.......... | 


abitih add dctdincwdenties’ 


1959 
presently 
available 


$178, 900 
64, 100 
412, 300 


93, 300 
214, 700 


30, 100 | 





1959 
revised 
estimate 


$178, 900 |__. 
64, 100 
652, 300 | 


93, 300 | 
214, 700 
30, 100 


450, 000 
94, 600 
—6, 148 | 


1, 771, 852 





1959 increase 
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Object classification 











1959 1959 
presently revised 1959 increase 
available estimate 
Total number of permanent positions--_............-..-.------ 110 271 161 
Full-time equivalent of all other positions__..................- 2 27 25 
Average number of all employees--........-.---------------.- 109 167 58 
Number of employees at end of year-.................-..--..-- 109 375 266 
01 Personal services: 
I 0 conte, ial eatin aidienaieanalimiael 723, 600 $1, 092, 200 $368, 600 
Positions other than permanent_..............--.----. 9, 000 110, 900 101, 900 


CREE DURONGE CONVIGER . 6 ini cecsc in cok deste dss 6, 600 3,7 














Total personal services b 1, 209, 700 474, 200 

Oh INTEL. nwocchelbenswakwndoowocs 82, 800 21, 000 
03 Transportation of things_- g 7, 300 500 
04 Communication services---.- 46, 100 22, 700 
05 Rents and utility services... 9, 900 9, 900 
06 Printing and reproduction. -.....-- 6, 179, 600 93, 600 
07 Other contractual services... -................... ‘ 3, 300 1, 200 
Services performed by other agencies.................- 7, 300 67, 200 49, 900 
I LO cab sisarieempeiocnh narnia 19, 500 39, 700 20, 200 
iC tt tio t ed. ch Leal dn a ch dbanodaaesememionnms 5, 800 59, 300 53, 500 
11 Grants, subsidies, and contributions....................-- 45, 300 70, 100 24, 800 
I 8 i he 500 3, 000 2, 500 
1958 obligations for 1959 program--..................--.......- —6, 148 SON ce cia es 
I CNG aa. cnc dicniighihitdiscnwdasbinhe devine 997, 852 1, 771, 852 774, 000 


Mr. Tuomas. Gentlemen, we have with us this afternoon the De- 
partment of Labor, Bureau of Labor Standards. 

You do us a great honor, gentlemen. Does anybody want to talk 
tous? Doyou have a little statement here ? 

Mr. Dopson. Mr. Bortz will be the principal witness, Mr. Chairman. 

Mr. Tuomas. Tell us what you have on your mind. 


GENERAL STATEMENT 


Mr. Borrz. Thank you very much, Mr. Chairman and members of 
the committee. 
I have a brief prepared statement which I will leave for the record, 
if it pleases you. 
Mr. Tuomas. Put it in the record and then tell us what is in it, will 
ou ? 
, (The statement follows :) 


The supplemental budget of $774,000 submitted for your consideration requests 
funds for two operating programs and for pay increases under Public Law 
85-462. 

REDUCING INDUSTRIAL ACCIDENTS 


One request, for $240,000, is made to implement section 41 of the Long- 
shoremen’s and Harbor Workers’ Compensation Act, as amended, which author- 
izes the Secretary of Labor to formulate and enforce safety regulations reason- 
ably necessary to protect the life, health, and safety of such employees. Amended 
section 41 of this act requires every employer covered by the act to furnish and 
maintain employment and places of employment which shall be reasonably safe 
for his employees. Covered employers are principally those engaged in the 
stevedoring and ship-repair industries. 

The Secretary, in enforcing and administering the provisions of this section, 
is authorized to make studies and investigations with respect to safety pro- 
visions; to make recommendations to Congress as to the best means of prevent- 
ing such injuries; to utilize the service of any agency of the United States, or 
any State agency; to promote uniformity in safety standards in employments 
covered by this act through cooperative action with any Federal or State agency ; 
and to provide programs for the education and training of employers and em- 
ployees in safe practices and safe working conditions in these industries. The 
Secretary has assigned these responsibilities to the Bureau of Labor Standards. 
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The scope of the employment covered by this act includes some 220,000 workers 
in 89 ports throughout the United States, Alaska, and Hawaii. Longshoring 
activities cover approximately 90,000 workers employed by some 560 companies 
in these 89 ports. Shipbuilding and ship-repair activities cover about 130,009 
workers employed by about 750 companies. The injury-frequency rate (number 
of disabling injuries per million man-hours worked) for lonvshoring operations 
is currently about 88. The injury-frequency rate for manufacturing in 1957 wag 
only 11.4. 

The Bureau has developed a tentative ship-repair code, after consultation 
with interested management and labor representatives, insurance companies 
State officials, the U.S. Coast Guard, and other Government and private agencies 
which is being circulated for comment before formal hearings are held prior 
to. the code’s adoption. A stevedore code is expected to be ready in March, 
Like the ship-repair code, it will be discussed with interested persons ang 
agencies—first in informal discussions and then in formal hearings. 

These codes have been developed by the small staff which the Bureau has had 
assiened to do promotional and educational work in this area for several years. 
Now that the initial phase of this work is nearing completion, we need to estab. 
lish a field staff at the earliest possible time to bring effective forces to boar 
on the problems and to attempt to achieve a significant breakthrough in lowering 
the injury-frequency rates in these industries, which have the highest rates of alj 
industries in the United States today. The work on the informal discussions 
and formal hearings on the proposed codes, the formulstion of related regnla. 
tions, material, and procedures development for promotional, training, and in- 
vesticatory activities requires added staff. Likewise, the promulgation of the 
codes and regulations, the implementation and application of the procedures, 
snecial studies with respect to safety problems to imnrove the work of this fune- 
tion and to report and make recommendations to Congress. calls for a consider. 
able increase in personal services and other costs. This program 
planned to permit an orderly assimilation of new personnel 
buildup of onerations beginning in the third quarter of the current fiscal vear or 
as soon as funds are available. It is contemplated that comnlete staffing and 
full-scale operation will be effected by the end of the fiseal year. 

This request involves a ‘total of 71 new positions, including steff for field 
offices covering the major geographic areas of port activity and 17 major ports, 
The 17 ports selected are on the basis of percentages of disabling injuries and 
together represent the locations of S88 percent of such injuries in the last 
renorted vear 

The field staff will consist largely of qualified safety consultants who will be 
selected and assigned to the 17 maior norts where the 88 percent of all disabling 
injuries to ship renairmen and longshoremen occur. ‘This staff will be required 
to exercise several functions in administering the act. Safety insnections will 
be made of loading and unloading operation aboard vessels docked at the various 
U.S. ports and of operations at ship-repair installations. Promotional contacts 
will be made with officials of stevedoring and ship-repair comnanies to eneonr: 
age the setting up of safety programs within their organizations. Safety train- 
ing will be provided for employers and employees. Safety promotional, ednca- 
tional, and technical publications and materials will be developed for control 
of general and specific hazards and safety problems. 
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REGISTRATION AND DISCLOSURE OF WELFARE AND PENSION PLAN DATA 


The second request for funds, in the amount of $450.000, provides for estab 
lishment of a new division in the Bureau to perform functions newly assigned 
by the Secretary under the Welfare and Pension Plans Disclosnre Act. This 
law requires the Administrator of each welfare or pension benefit plan sunbiect 
to the act’s reporting requirements to publish and make available a descrintion 
of the plan and an annual report. Two copies of each renort must also be filed 
with the Secretary, who must make such renorts available for examination in 
a public documents room. The law also requires the Secretary to prepare and 
make available for use by plan Administrators, forms for the plan descrintions 
and the annual renorts. Estimates of the number of plans vary from 250.000 
to 1.250.000, but this estimate has been prepared on the basis of the smaller 
number. 


The law requires plan administrators to publish and file with the Secretary 


the required descrintions of the plans not leter than April 1, 1959. for plans 
already established as of January 1, 1959. Therefore much planning and work 
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has already had to be done in order that forms would be available to plan admin- 
jstrators, and to have personnel, space, equipment, procedures, and other facili- 
ties ready to receive and begin to process. the estimated minimum of 250,000 
filings which are due by April 1. The resultant cost of this has been financed by 
accelerated obligation of existing funds, by virtue of a deficiency apportionment 
approved by the Bureau of the Budget and reported by that agency to the 
Congress in accordance with law, 

Forms for use by plan administrators were developed after consultation with 
management, labor, and representatives of the six States having similar legisla- 
tion. Form D-1: Description of Plan, was received from the printer in December, 
and about 430,000 pamphlets containing reporting forms and instructions have 
peen distributed. Form D-2: Annual Report, which must be filed within 120 days 
after the close of each plan’s calendar, fiscal, or policy year, became available for 
distribution late in February. 

In addition to the development and distribution of the forms, the Bureau will 
(1) receive, identify, and file a minimum of 250,000 plan descriptions and a simi- 
lar number Of annual reports, together with attachments; (2) maintain a public 
documents room, where material filed may be inspected; (3) answer inquiries 
concerning the law’s applicability; and (4) make a preliminary tabulation of 
information received for administrative purposes and for reports which may 
be requested by Congress. — 

This request involves a total of 90 permanent positions, augmented by provi- 
sion for temporary employment during peak workload periods, and the usual re- 
lated nonlabor costs. The staff necessary for this operation will be largely of a 
clerical nature suited to the volume processing and filing operation which will 
comprise a major share of the new functions. Administrative, management, 
technical, and supporting staff make up only 11 of the 90 positions. Employment 
of the maximum number of persons is contemplated by April 1, 1959. 


PAY INCREASES 

This estimate also includes $84,000 for pay increases under Public Law 85-462 
for the Bureau’s current appropriation—$70,900 for the Bureau of Labor Stand- 
ards and $13,100 for the President’s Committee on Employment of the Physically 
Handicapped. 

Mr. Bortz. I will be delighted to summarize it briefly, Mr. Chair- 
man. 

We are appearing with the request for $774,000 for the present 
fiscal year, which is made up of three separate items. 

Two hundred and forty thousand dollars for reducing industrial 
accidents in longshore and ship-repairing activities under Federal 
jurisdiction ; $450,000 to administer the Welfare and Pension Plans 
Disclosure Act; and a smaller item of $84,000 for pay increases for 
the current fiscal year. 

Mr. Chairman, each of these requests arise out of legislation which 
the 85th Congress enacted and which the Labor Department was 
authorized to administer. 

In two of the three requests; namely, the Welfare and Pension Plans 
Disclosure Act 

Mr. Tuomas. That is new legislation ? 

Mr. Borrz. That is new legislation; yes, sir. That act and the em- 
ployee pay increase bill have made it necessary, because of the re- 
sponsibilities placed on us, to expend some funds to carry on current 
operations. 

In the third instance, namely, the funds requested to administer 
safety codes in longshoring and ship repair, we have not added any 
staff for this new operation as yet, but, as you will have noted, there 
is a request. 

Mr. Tomas. You have three items there: reduce industrial acci- 
dents, $240,000; registration and disclosure of welfare and pension plan 
data, $450,000; pay act, $84,000. 
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That gives you a total of $774,000; those are the three items? 

Mr. Bortz. Yes, sir. 

Mr. Tuomas. Are they firm items or can they be reduced or added 
to? What is the situation ? 

Mr. Borrz. The situation is that the larger item, on “Pension and 
welfare disclosure,” the law became effective on January 1, and the 
$450,000 is necessary to meet this year’s responsibilities. 

Mr. Tuomas. You have two new acts ? 

Mr. Bortz. The longshore amendments to the Longshore and 
Harbor Workers Act is new legislation, also. 

In connection with the “Longshore and ship repair” item, the estab- 
lishment of safety standards for these two industries, the Secretary 
of Labor, as I indicated in my statement, has certain specific responsi- 
bilities and obligations to perform; primarily, the development of 
safety codes for the protection of workers in these two industries that 
are under Federal jurisdiction. 

Mr. Chairman, we have proceeded with the initial drafting of codes 
so that we could get the codes out for comment to the interested 
parties, employers, and union people. 

Mr. Tuomas. May I interrupt you just a minute? 


NEW POSITIONS REQUESTED 


Mr. Tuomas. You are looking for an increase of 266 positions with 
your $774,000 at a total cost of personal services at $474,200; is that 
correct ? 

Mr. Bortz. I believe that is correct. 

Mr. Tuomas. How are you going to break down your 266 jobs? 
Where are you going to put them and what are they going to do? 

Mr. Bortz. There are 90 permanent positions provided for in the 
“Welfare disclosure” and 71 positions in the “Longshore and ship 
repair activities.” 

Mr. THomas. How many ? 

Mr. Bortz. Seventy-one in the “Longshore and ship repair safety 
codes” and 90 in the “Pension” item. 

Mr. Tuomas. That is 161, and then what are you going to do with 
the other 55 or 60? 

Mr. Bortz. The remainder are temporary positions to meet our 
peak loads in the welfare and pension disclosure administration. 
They are not permanent positions. 

We have a situation where the law requires every administrator to 
report by not later than April 1, so that we have an anticipated work- 
load that may range from a minimum of approximately 250,000 up 
to 500,000 or more. 

Mr, Tuomas. You have about 55 or 60 jobs there to play on, do you 
not ? 

Mr. Bortz. We have, in the sense of temporary employment. That 
would be for relatively short periods of time. 

Mr. Tuomas. Do you think the figure ought to be reduced here by 
about 25 or 30 percent on your employment ? 

Mr. Borrz. For the welfare and pension, sir ? 

Mr. Tuomas. Your general increase here of total employment under 


the supplemental, instead of having 266 jobs, you could get by with 
200, could you not ? 
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ns ¢ Mr. Bortz. I am afraid that that would throw over on our work- 
load for fiscal year 1960 quite a number of the welfare and pension 
added | reports that are coming in this spring. 

Mr. Tuomas. You think that you need those temporary employees? 
nm and Mr. Borrz. That is our current thinking, Mr. Chairman. 
1d the Mr. Dopson. Mr. Chairman, I think the first question you asked is 

directed more toward the stafling of the longshore and harbor workers 
activity. When we originally prepared our estimate we had a staffing 
> and! gchedule that called for people to be coming on about the end of Feb- 

| uary. Our revised stafling schedule now calls for people coming on 
estab- the 1st of April. ; 
retary There is some little leeway in the estimate for longshore and harbor 
ponsi- workers. 
nt of Mr. Bortz. If that was the direction of your question, Mr. Chair- 
that man, as Mr. Dodson pointed out, our estimates on the maritime safety 

program were developed early in the winter—and we know your com- 

codes mittee is busy with all of the requests that you have—and it probably 

‘ested would be hazarding an estimate in the sense that in a month from now 
orso that money would be available—— 

JUSTIFICATION DATA 

! 

| Mr. Tuomas. Let us put pages 13 and 14 in the record. 
with Go ahead. 

that (The pages follow :) 
Obligations by objects 
iobs ? 199 enacted Revised Change 
appropriation| estimate 
, the Total number of permanent positions..................-.--- 110 971 +161 
ship i Average number of all employees. ..--.-.-.-...------------ 109 167 +58 
ee en INI Soe leis nae aban ibeintiie adele $735, 500 oe $1, 209, 700 ~ 4$474, 200 
02 Travel wen a4 seco weenewn come sconsouswesosesucesonce 61, 800 82, 800 +21, 000 
ee a eeetreneen OF CRINGE... 8. nn nn ccnnssnenecemgenprns 6, 800 7, 300 +00 
fety ee eee rere Tes 23, 400 | 46, 100 +22, 700 
ee a ey eee ee Ts ere a 9, 900 +9, 900 
06 Printing and reproduction.-.....-.. uaa ercaad pidadsaael 86, 000 179, 600 +93, 600 
with 07 Other contractual services. --...........-....--.-.-.-..- 19, 400 70, 500 +51, 100 
08 Supphes and materials_...........----- 19, 00 39, 700 +20, 200 
09 Equipment ae ee nea oe 5, 800 | 59, 300 +53, 500 
11 Grants, subsidies, and contributions- od 45, 300 70, 100 +24, 800 
our 15 Taxes and assessments. ola hacienda totaal ; 00 3, 000 +-2, 500 
lon, NE Co, cata seeabaadsambc | 1, 004, 000 1, 778, 000 +774, 000 
r to 
ork Summary of changes 
‘ ICR NR a $1, 004, 000 
| up SINE SII ec peedstonyeaeane sn accooaiee eset antinei-edint-tieetpehinies 1, 778, 000 
you | Dapphenseitnl alii. ol 774, 000 
! Mandatory items: Pay increases under Public Law 85-462_________ 84, 000 
hat Program increase items (new or expanded) : 
To provide staff for expanded safety activities under amend- 
by ments to sec. 41 of the Longshoremen’s and Harbor Workers’ 
Compensation Act (Public Law 85-742) (71 positions, $134,- 
ee sR I acacia cece rescence aneviarestoamieacentnttiaieenaen a= 240, 000 
To provide staff for receiving, identifying, examining, processing, 
der tabulating, receipting, and filing a minimum of 250,000 plan 
ith descriptions under the Welfare and Pension Plans Disclosure 
Act (Public Law 85-836) (90 positions, $264,000; nonlabor, 
UI UIITTITED isis ks chin cnsenetchbsipihabieti tinct iibinieeenlihalvetectisesniacisein amici tecemaemapipanila tadiea 450, 000 
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Mr. Bortz. Our staffing plan, as Mr. Dodson indicated, will have 
to be moved back although we still feel we should staff this program 
so that we will be fully operating by the end of the fiscal year. 


PAY INCREASES 


Mr. Tomas. What was your total personnel Pay Act cost? 

Mr. Bortz. $84,000. 

Mr. Tuomas. You were not able to absorb any of that? 

Mr. Bortz. No, sir. We had these two new programs assigned to 
us. 

Mr. Tuomas. Mr. Rooney ? 


IMPLEMENTATION OF SECTION 41 OF THE LONGSHOREMEN AND HARBOR 
WORKERS ACT 


Mr. Rooney. With regard to the first of these three items, $240,000 
for implementation of section 41 of the Longshoremen and Harber 
Workers Act, it is the fact that the people engaged in these occupa- 
tions are in the most hazardous occupations in ‘the United States 
they not? 

Mr. Bortz. That is correct. 


5 are 


FREQUENCY OF ACCIDENTS 


Mr. Rooney. Do you have figures with regard to the frequency of 
accidents in connection with longshoreme n and shipyard workers? 

Mr. Bortz. Yes, sir. 

In the case of the longshore industry, the latest data which the De- 
partment of Labor has on frequency rates indicates a frequency rate 
of approximately 88 as contrasted w ith the frequency rate for all manu- 
facturing industries combined of 11.4. 

In that particular year the accident rate in stevedoring was almost 
eight times that in manufacturing. 

Mr. Rooney. Is this the first time it has been proposed that some- 
thing be done about this and make an investigation with regard to pro- 
moting safety in these fields? 

Mr. Bortz. No, sir; it is not. 

My recollection is that back in 1951 or 1952 Congress considered leg- 
islation but it was not enacted at that time. Then there were extensive 
hearings last year and Congress did enact amendments to section 41. 

Mr. Rooney. Will you tell us br iefly what you propose to do under 
this program and section 41 ? 

Mr. Bortz. I would be very glad to. 

Under the law which Congress adopted last year, the Secretary of 
Labor is authorized, first, to prepare and promulgate safety codes for 
the protection of workers and employers in the longshore and ship 
repair industry. This requires two separate codes because the type of 
work is quite different in handling cargo on the docks and repair of 
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In addition to that, the Secretary is authorized,te-make, investiga- 
tions of accidents and studies of high hazard localities to see what can 
be done to reduce the frequency of accidents. The Congress felt that 
there was much merit in a program consulting with employers and 
educating workers in safety practices and training them in good safety 
practices. ‘st. 

Mr. Rooney. This will all eventually lead, one would expect, to 
legislation which would bring down this terrific frequency in acci- 
dents in this field; is that right ¢ 

Mr. Borrz. Certainly, I am sure that that was the intent of Con- 
gress and is our intent to see if we can accomplish that. It may take 
several years but we are hopeful that once our program is underway 
we can contribute to a reduction of the accident rate here. 


CONSULTANTS 


Mr. Rooney. In the instant budget mention is made of your hiring 
safety consultants. Where would you get them ? 

Mr. Bortz. We use the term “consultant” in a fairly broad sense, 
in a way to distinguish it from strictly an inspector-type of job. By 
safety consultant or safety engineer we are thinking of someone who 
not only is equipped to make a routine inspection of the stevedoring 
operation or ship repair work, but someone who is in a position to 
technically advise the employer and to work with the labor organiza- 
tions. For example, in educational or safety training courses, so 
that the broader aspects of safety prevention will be accomplished. 

Mr. Rooney. How many of them would be provided in the instant 
budget ? 

Mr. Borrz. We have them set up in terms of the GS-12 and GS-11 
grades; about 31 in the operating areas. It would be around 30 or 
31 positions. 

GRADES OF NEW POSITIONS REQUESTED 


Mr. Rooney. Is there contained in the justifications a schedule show- 
ig the grades and amounts ? 

Mr. Bortz. Yes, sir. 

Mr. Rooney. The new employees you propose 4 

Mr. Bortz. Yes, sir. 

Mr. Rooney. What page? 

Mr. Bortz. Page 24 of the budget contains a breakdown of the 
personal services for our requested increase of $240,000 for the mari- 
time program. 

Mr. Rooney. Mr. Chairman, I ask that page 24 of the justifications 
be inserted at this poin in the record. 

Mr. Tuomas. Yes, and page 23 along with it. 

Mr. Rooney. Very well. 
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Total nonlabor costs.............--- 


Total obligations. . 
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GS grade— 
eae ere ee giadliias ategigesiiesstll * 
15 14 13 12 ll 7 6 5 4 | 3 
} ee es 
Departmental........-.4-<-.---- 1 2 3 S lass... 1 1 5 | 4 ” 
Field: | 
Area I 
RO OU on scthtectl chil seni 4 ESSeae 1 iE scusigsiiell capiaicien 1 2 | 1 ll 
ID eres usin ooncactoiaie mn iiroeaid emcee itn eiwee 1 Bh Fedele aden acts B laccees 3 
4 RE ae ae b icivowt is | 1 Dela cate eles 1 ae 3 
NII. on: scsieatningaciaictin Pi hiaiiall aia eta 1 ol ewaiund piamtanbeniee nd 1] 3 
UPNING ects ede dt bdnbas|osabak AS Sansa Rh die bth lish il og Kade A GD) hewtacd 1 
Area ITI: | | 
0 ee ae Bg es | 1 i Recivebpeatstiod eeu 1 D kvwee 5 
I i oct eas ccaenei i cneskanuntin oko SEMGMNaal Ri tates ohaws cael . () | 1 
Jacksonville. ..........}..-..- PRS Behn Riad oasis ‘aes Fo 1 
Res ei teeanne be Seca Be ictcnace coe OP Les 1 
Area IIT: | 
UAL ee ee = 1 DT cancun 1 i 5 
re cas ee tee eed BR ale dale OD Patncsbl dus Aocbene @)) 4... 1 
RIN eS ec kek i chcgelbeesent 1 | Rieti Re | Shee 3 
hi ional Ee Dcaecocees Beis aa Feces eee a 1 3 
Area IV: | 
San Francisco...._---- ess Se ae e , ee ee is iy BAe 5 
RG DRONE. o6 im manencticecse , clelecinb nae hal dames | DR died CO cess 1 
I na i Daca 1 | ed ee 1 | 3 
NE, see eee eae me Vale Geet : (1) | 1 
— a eC — —— 
Total, Bebd. ..ns2-<deose-- hier | 12] 19] 13), mks 2 51 
SSS SS = — = | = — — — 1 = s 
Grand total..........| 1 6 eS ee a 9} 15] 1 71 
' 
Number Amount 
Personal services: 
ee ik hin ekebasobhcbhadehcusden swe $12, 771 
GS-14 Safety engineer_.........._-- 2 22, 714 
GS-14 Area supervisor _.-.. 4 45, 428 
GS-13 Code development and training spe scialist...- 2 19, 802 
GS-13 Information specialist. -------- : 1 9, 901 
GS-12 Technical writer.....- - 2 16, 682 
GS-12 Statistician__. = ieaediebiaee 1 8, 341 
GS-12 Safety inspector____--.--- 12 100, 092 
GS-11 Safety inspector. __- ‘ 19 133, 570 
GS-7 Management services assistant_____ 1 4, 992 
GS-6 Editorial clerk.....-- 1 4, 493 
GS-5 Statistical clerk.......-- 1 4,05 
GS-5 Secretary.............-... | 8 32, 448 
GS-4 Stenographer... 15 56, 475 
GS-3 Clerk....-- l 3, 495 
— a ee 
Total permanent__....--- é 71 475, 260 
S| ET Ee aaron 49 344, 060 
Net permanent_-___.......-.----- és 22 131, 200 
Part-time employment. | | 1,000 
Regular pay above 52- week base. 1, 800 
All personal services. ial | 134, 000 
Nonlabor costs: 
I ee eee Se tt 20, 000 
Transportation of things__.. ‘ 200 
Communication services... : 5, 000 
Rents and utility services_....- 9, 900 
Printing and reproduction. | | 18, 000 
Other contractual services. = . 23, 700 
Supplies and materials -.- ‘ . | 4,000 
Equipment___- 16, 500 
Grants, subsidies, and contributions__. | ae 8, 7 
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Mr. Borrz. If I may, I would like to say that page 23 indicates the 
areas where we will have our safety people stationed to operate the 
program. ie A 

Mr. Rooney. That is all at this time. 

Mr. Jonas. This is not your first experience in the area of reduc- 
ing industrial accidents, is it? You have been engaged in that opera- 
tion for some time, have you not ? 

Mr. Bortz. Yes, sir. The Bureau of Labor Standards, historically 
has, as one of its major concerns, the reduction of industrial injuries 
and occupational injuries. ; 

Mr. Jonas. Is there anything fundamentally different in this pro- 
gram than in the programs you have heretofore followed that would 
require a complete new staff ? 

Mr. Bortz. Yes, sir; two things. 

One, heretofore our responsibilities have been of a voluntary char- 
acter in assisting primarily State labor departments and State safety 
people in undertaking safety programs; two, we have not operated 
under specific legislation authorizing safety codes and the enforce- 
ment of safety codes. 

This is an extension of our present work by specific legislation in a 
specific area. 

Mr. Jonas. You had $412,300 available for this program in your 
regular bill and you are asking in this particular item to increase that 
by $240,000; is that correct ? 

Mr. Bortz. Yes, sir. In our regular safety program we also are 
charged with assisting Federal agencies and the Federal Government 
in the encouragement of safer work practices in the Federal agencies. 


FREQUENCY OF ACCIDENTS 


Mr. Jonas. What is the incidence of accidents in this field? It has 
been stated here today that the rate of frequency of accidents is much 
greater in this area than in any other industrial area in our country. 

Mr. Bortz. Yes, sir. 

Mr. Jonas. That is not definite enough for me. What is the rate of 
accidents ? 

Mr. Bortz. Let me explain it this way: There are statistics main- 
tained by companies and by the Department of Labor in terms of 
the frequency of accidents, disabling injuries to workers per 1 million 
man-hours of employment. For every 1 million man-hours of employ- 
ment in the manufacturing industries, 11.4 workers were injured; that 
is, a disabling injury, and by contrast in stevedoring operations, 88 
workers were injured for each million man-hours worked in that 
industry. 

You have other high hazard industries but none recently has had as 
high a rate as stevedoring. Logging has traditionally been a high 
hazard industry. 

Mr. Jonas. What principal type of accidents occur in the longshore 
activities? I cannot understand why it would be so hazardous. 

Mr. Bortz. The accidents breakdown in several broad categories. 
There are some accidents which occur through faults in machinery, 
breakage of a cable or winch, something attributable to the machinery. 
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There is another substantial group of accidents that arise from 
falling objects, such as a cargo box or packing box dropping on the leg 
of a worker, or something of that sort. 

Then there is another category which I think in safety language is 
called slips and falls, where the worker, because of possibly an uneven 
working surface, or if he is loading aboard ship, may be due to the 
listing or shifting of the boat, or for some other reason, slips and 
falls and injures himself. You have categories. of that sort. 

Mr. Jonas. What are you asking for in your next year’s budget 
for this activity ? 

Mr. Borrz. A total of $657,000. 

Mr. Jonas. That is all. 

Mr. Tuomas. Thank you very much, gentleman. 


Tuespay, Marcu 3, 1959, 
Bureau or EMPLOYMENT SECURITY 
WITNESSES 


ROBERT C. GOODWIN, DIRECTOR 

WILLIAM A. MURPHY, CHIEF, DIVISION OF FEDERAL UNEMPLOY- 
MENT INSURANCE PROGRAMS 

EUGENE LOVE, CHIEF, DIVISION OF BUDGETS AND FISCAL OPERA- 
TIONS 

HERBERT A. MEYER, CHIEF, BRANCH OF ESTIMATES AND EXPENDI- 
TURES 

JAMES E. DODSON, ADMINISTRATIVE ASSISTANT SECRETARY, DE- 
PARTMENT OF LABOR 

V. S. HUDSON, DEPUTY ADMINISTRATIVE ASSISTANT SECRETARY, 
DEPARTMENT OF LABOR 


UNEMPLOYMENT COMPENSATION FOR VETERANS AND FrEpPRAL 
EMPLOYEES 


Progran and inavnewina 


1959 19 19 increase 
1 -) 
Pr am by activ 
1. Ur I t iy! f k 
f } S64 " “ 0. 000 
{ k l 1 
ul 000, 00 4. * 000, 000 
3. Unentployment compensation payments for horear 
vet I 44 10, 000 12, 700, 008 
Total obligations 120, 8 Wn 62,000, 000 +41, 200, 000 
Financin 
Appropriation available from subsequent year ~9, 244, 32 9, 244, { 
Appropriation available fr prior year », 24 32 
New obligational authority 120, 800, 000 162, DOO, O00 +41, 200, 000 


OBJECT CLASSIFICATION 


11 Grants, subsidies, and contributions | 120, 800, 000 162,000,000 | +41, 200,0°0 | 
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’ from Mr. Tuomas. The next item for the consideration of the committee 
the leg is the request by the Bureau of Employment Security. 

We are glad to have with us at this time Mr. Robert C. Goodwin, 
lage is Director. 


ineven | Mr. Goodwin, will you please give us a little help in connection 
to the with this request? You have two items which are listed. Do you 
S and have a general statement which you would like to make at this time? 


Mr. Goopwin. Mr. Chairman, we have a statement on the two ap- 
propriations that are asked here; one on salaries and expenses and one 
| on benefit payments. 

Mr. Goopwin. Mr. Chairman, we are requesting an additional $41,- 
mo for Federal unemployment compensation payments in 1959, 
The Congress initially appropriated $120,800,000 for payments to 
Korean veterans and Federal employees. Subsequently, it made these 
funds available for payments to ex-servicemen also. With the amount 

59 now requested, a total of $162 million will be available for 1959. 

" These unemployment compensation payments are made through the 

State employment security agencies under agreements with the Secre- 

tary of Labor. Eligibility of ex-servicemen and Federal employees 

for benefits and the amount of benefits due are determined generally 
by applying the State unemployment insurance laws. However, the 
maximum benefit amount of $26 for a full week of un employment 


LOY. and the maximum number of weeks for which benefits can be paid to 
Korean veterans are fixed by F ederal law. 
ERA In the first 7 months of 1959 it is estimated that $80,706,000 was 


paid out through the State employment security agencies to workers 
eligible for these Federal unemployment benefits. We estimate that 


=NDI- 

$81,294,000 will be spent for these purposes in the 5-month period 
| February-June, 1959. An average expenditure of $16.3 million per 
, DE- te 

month is expected for the last 5 months of this year as compared to 

the experienced average of $11.5 million per month for the first 7 
ARY, 

months. 

The increase in the monthly average of benefit payments is the 
result of the operation of the program for ex-servicemen during all of 
' the 5 remaining months, in contrast to the earlier period where pay- 

ments were made in only 3 of the 7 months. Payments under that 
program began in November of 1958, 
— It ise xpected that a total of $55 million will be needed for unem- 
nc rease ployment payments to ex-servicemen for the 8 months of 1959 in which 
(-) this program is in operation. However, of the $55 million only 


tis $41.200,000 additional is being requested because of anticipated savings 
of $13,800,000 in the programs for Korean veterans and Federal em- 

100, 000 ployees, 

600. O00 The estimate of $162 million for all three programs is our best esti- 

mate at this time. The committee should be aware that we have only 





700, 008 4 
- | the first 3 months of experience with the new program for unemploy- 
a 
0» | ment compensation for ex-servicemen to use as a basis for making esti- 
| mates. This limited experience makes estimating the total amount of 
funds needed difficult. Further experience may indicate the necessity 
200, 000 « . as ‘ s 
for a revision in the estimate. 
—_—— | 
\ 
00,00 | 
| 14585948 
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The $41,200,000 requested will be needed for obligation purposes by 
March 15, 1959. 

Mr. Tuomas. You are requesting $41,200,000 for compensation bene- 
fits for veterans and Federal employees. 

Mr. Goopwrin. Ten additional positions. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. At this point in the record we shall insert pages 5, 6, 
12, and 17 of the justifications. 
(The pages referred to follow :) 


Summary of changes 
nies (meen 8 i on 3h nhs $120, 800, 000 
Revised estimates for fiscal year 1959.....-.__-_-_-.----_-_----.. 162, 000,000 





la a al aah peceeeccaieem epee gional ieancinuitonih +41, 200, 000 


Unemployment compensation for Korean veterans____------__-__ —12, 700, 000 


Improved economic conditions in 1959 are expected to reduce by 
about 16,600 the number of new claims filed by unemployed Ko- 
rean veterans, and to reduce slightly the average number of weeks 
of unemployment claimed. In addition, about 16,100 Korean vet- 
erans are expected to file claims under the new ex-servicemen’s 
program instead of the Korean veterans’ program. The percent- 
age of weeks compensated has been reduced from 95 to 92 percent 
based on 1958 experience. 


Unemployment compensation for Federal employees____-_-_~- __.. —1, 100, 000 


Based on 1958 experience the estimate of initial claims has been 
decreased from 210,000 to 202,000, and the percentage of weeks 
compensated has been raised from 92.5 to 94.5 percent. 


Unemployment compensation payments to ex-servicemen under 
the new program enacted on August 28, 1958 (Public Law 85- 


a a er Shhh dilaton badbindele bith eicniiaa +55, 000, 000 
Net change 


calc Necsus We five isn ce gota ib aca +-41, 200, 000 


REVISED BupGET REQUEST FOR UNEMPLOYMENT COMPENSATION FOR VETERANS 
AND FEDERAL EMPLOYEES 


GENERAL STATEMENT 


Public Law 848 of the 85th Congress, approved August 28, 1958, amended 
title XV of the Social Security Act. This law provided for a new permanent 
program of unemployment compensation for ex-servicemen similar to the cur- 
rent program of unemployment compensation for civilian employees of the Fed- 
eral Government. To provide initial funds for the new program, appropria- 
tions already enacted for the current fiscal year for unemployment compensation 
for veterans and unemployment compensation for Federal employees were 
merged into a single appropriation account by an amendment to the Independent 
Offices Appropriation Act (Public Law 844, 85th Cong., approved August 28, 
1958). This amendment provided for the use of available funds to finance the 
new program until the Congress could act on a supplemental request. 

For 1959 the Congress appropriated $56.7 million for the unemployment com- 
pensation for veterans program and $64.1 million for the unemployment com- 
pensation for Federal employees program for a total of $120.8 million. Based 
on recent experience, it is now estimated that only $44 million will be required 
for the unemployment compensation for veterans benefits and $63 million for the 
unemployment compensation for Federal employees benefits, a reduction of 
$13.8 million which is available for the new program. 

It is estimated that $55 million will be required to pay benefits under the 
new program. However, since $13.8 million is available from currently appro- 
priated funds only $41.2 million in additional funds is needed for 1959. 
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Under the new program benefits are paid eligible ex-servicemen on the basis 
of cash and equivalent wages earned while serving in the Armed Forces in 
accordance with the terms and conditions of the applicable State unemploy- 
ment insurance law. These benefits are paid by State employment security 
agencies under agreement with the Secretary of Labor. 

Ex-servicemen who entered the Armed Forces after January 31, 1955 (also 
those with earlier service whose latest separation from active duty occurs after 
October 27, 1958) are eligible for benefits if they meet the requirements of the 
applicable State unemployment insurance law. The law also specifies that 
the ex-serviceman must have served for at least 90 continuous days and be 
separated for reasons other than for bad conduct or under conditions other 
than dishonorable in order to be eligible for unemployment compensation. 

Ex-servicemen whose periods of service include service covered by the unem- 
ployment compensation provisions of the Veterans’ Readjustment Assistance 
Act of 1952 (periods of service entered into prior to February 1, 1955) but are 
separated after October 27, 1958 are eligible for unemployment compensation 
under the new program of unemployment compensation for ex-servicemen. 
However, ex-servicemen who were separated prior to October 28, 1958, and 
who were eligible and filed a claim for unemployment compensation under the 
provisions of the Veterans’ Readjustment Assistance Act of 1952 will continue 
to draw benefits under that law. 

This program is administered in substantially the same manner as the unem- 
ployment compensation program for Federal civilian employees. The latter 
program is also administered by the States under agreements with the Federal 
Government. A claim by an ex-serviceman is processed under the unemploy- 
ment insurance law of the State in which he first files his claim after his most 
recent release from active service. The amount of wages upon which an ex- 
serviceman’s benefits are computed, are determined by the State from schedules 
issued by the Secretary of Labor specifying the remuneration for each pay grade. 
Such wages reflect representative amounts for appropriate elements of military 
pay whether in cash or in kind. Duplication of benefits is prevented by the law 
by prohibiting payments for any period covered by mustering-out pay or other 
terminal-leave payments, or by an education, training or subsistence allowance. 


Activity 2. Estimate of unemployment compensation for. ex-servicemen benefit costs 
for fiscal year 1959 





Fiscal year Remarks 
1959 
1. Estimated number of new 236, 000 | See p. 13. 
claims filed by peacetime 
and Korean veterans. 
2. Estimated average number 8.6 | Based on fiscal year 1958 experience of 14.9 weeks in the 
of weeks claimed by each Korean veterans’ program, adjusted for (1) lack of usual 
claimant. carryover of claims from previous year because ex-service- 


men’s program is new, (2) program in effect for only 8 
months in fiscal year 1959, (3) average waiting period of 
1 week, (4) shorter duration under State unemployment 
insurance laws, (5) change in the State insured unem- 
ployment rate from 5.5 percent in 1958 to 6.4 percent in 
1959. 
3. amen number of weeks 2, 030,000 | Line 1 X line 2. 
claimed. 
4. Estimated percent of claims 90 | Based on fiscal year 1958 State unemployment insurance 
that will be compensated. experience of 87.1 percent adjusted because ex-servicemen 
generally are not subject to disqualification for reasons 
’ associated with termination of employment. 
5. Estimated total number of 1,827,000 | Line 3 X line 4. 
weeks that will be com- 





pensated. 

6. Estimated weekly benefit $30 | Based on 1958 experience in the unemployment compensa- 
rate. tion for Federal employees program. 

7. Estimated total benefits, | $55,000,000 | Line 5 X line 6. 
rounded. 
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Activity 3. Revised estimate of unemployment compensation for Korean velerans for 
fiscal year 1989 











err} —piesesweerrrreiein 
| 
| Previous, Revised, | 
| fiscal year fiscal year | Difference Remarks 
| 1959 esti- 1959 esti-. | 
mate mate 
Dont ~ 14 a + | aiedeaedl tesa on aT epg Lor ee 
1, Estimated new 167, 400 134, 700 | —32, 700 | See p. 18. 
claimants. | 
2. Estimated num- | 15.5 | 15, 4 | —.1 | Based on 1958 experience of 14.9 weeks 
ber of weeks | } adjusted to reflect expected change 
claimed by each | | in economic conditions. Previous 
claimant. | estimate based on State insured un- 
! employment rate of 7.3 percent in 
1959; the rate is now, estimated at 
{ 6.4 percent. 
3. Estimated num- 2, 593, 900 2, 074, 000 —519,900 | Line 1 X line 2. 
ber of weeks 
claimed. | 
4, Estimated per- | 95 | 92 | —3 | Based on 1958 experience. See table 
cent ofclaims | | on p. 19. 
that will be | 
compensated. } 
5. Estimated total 2, 464, 200 1, 908, 000 —556, 200 | Line 3 X line 4. 
number of 
weeks that will 
be compen- | 
sated. 
6. Estimated weekly $23 $23 |_... Based on 1958 experience. See table 
benefit rate. on p, 20. 
7. Estimated total | $56, 700,000 $44, 000, 000 | —$12, 700,000 | Line 5 X line 6, 
benefits. | 
' 








Mr. Tuomas. This is a cash item you are seeking. It is not a lim- 
itation. Is that correct? 

Mr. Goopwin. That is right. 

Mr. Tuomas. The Congress has not yet appropriated funds specifi- 
cally for this purpose? 

Mr. Goopwin. Ves, sir. 


MERGER OF UNEMPLOYMENT COMPENSATION FOR VETERANS AND FEDERAL 
EMPLOYEES APPROPRIATIONS 


Mr. Tuomas. In order to provide interim financing for these addi- 
tional benefit costs, the Congress in the Independent Offices Appro- 
priation Act of 1959 provided for the merger of the appropriations for 
unemployment compensation for veterans and unemployment com- 
pensation for Federal employees, The additional funds are needed 
for unemployment compensation payments to unemployed ex-service- 
men. 

What is the rate and for what period of time does it cover under 
the new act? 

Mr. Goopwin. Well, this covers the period of time from November 
until the end of the fiscal year. The Congress passed this law last 
August, and then they merged the “Unemployment compensation for 
veterans” appropriation and the “Unemployment compensation for 
Federal employees” appropriation. 

We have been meeting the cost of unemployment compensation for 
ex-servicemen out of that joint appropriation since it started. 

Mr. Tuomas. What about the Korean veterans? Where has that 
been coming from ? 

Mr. Goopwin. That was appropriated—— 

Mr. Tuomas. Is that entitlement exhausted now ? 

Mr. Goopwin. No, sir. It was merged. The picture is this, Mr. 
Chairman: We had a total of $56,700,000 in the unemployment com- 
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nsation for veterans appropriation and we had $64,100,000 for un- 
employment compensation for Federal employees. Those two appro- 
riations were merged by the Congress last summer. They gave us 
a total of $420,800,000. 
Mr. Tuomas. $120,800,000; is that correct? 
Mr. Goopwin. Yes, sir. 
Mr. Tuomas. I note you set that out on page 5 of the justifications 
which we have previously inserted into the record. 
You may proceed. 
Mr. Goopwin. We have estimated that we can get through the year 
with slightly lower amounts for both the unemployment compensa- 
tion for veterans and Federal employees programs. We have esti- 
mated that instead of $56,700,000 we can get by on $44 million for un- 
employment compensation for veterans. For unemployment com- 
pensation for Federal employees, instead of $64,100,000, we can 
get by on $63 million. That gives us a savings in those two programs 
of $13.8 million. Our estimates on the amount of money that we will 
need in the unemployment compensation for ex-servicemen—the new 
yrogram—is $55 million. If we take $13.8 million away from that, 
it leaves $41.2 million which is what we are requesting. 
Mr. Tuomas. That checks out all right, then ; does it not 
Mr. Goopwin. Yes, sir. 


PAYMENTS MADE ACCORDING TO STATE LAW 


Mr. Tuomas. The law provides for a new permanent program of un- 
employment compensation for ex-servicemen similar to the current 
program for unemployment compensation for civilian employees of 
the Federal Government. 

This is for how many weeks, and at what rate ? 

Mr. Goopwin. In both cases it follows the State law. The benefit 
payments that are made are paid according to the provisions of the 
State law. 

Mr. Tuomas. In other words, the States call the signals? 

Mr. Goopwrin. Yes, sir; the State laws control. 

Mr. Tuomas. The State laws are controlling in both the amounts 
and in the number of weeks? 

Mr. Goopwin. Amount, duration, disqualification, and so forth. 
The features of the State law control. 

Now, there is one exception to that, and that is the unemployment 
compensation for veterans which was passed by the Congress in 1952. 
In that program the Congress meal id a uniform payment of $26 
per week for not to exceed 26 weeks. That program is rapidly expir- 
ing, and will go out of existence entirely next January 31, and will be 
replaced with the unemployment compensation program for ex-service- 
men. 

Mr. Tuomas. And then that will be relegated back to the States? 

Mr. Goopwin. Well, these people are really backed up by unemploy- 
ment compensation for ex-servicemen, the program that was passed by 
the Congress last August. 

Mr. Tuomas. How do you arrive at your figure here of $41.2 mil- 
lion? You have just gone through that, and explained it a while 
ago. These figures were estimated some time, I presume, in October 
or November; were they not? 
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ACCURACY OF SUPPLEMENTAL ESTIMATE 


When did you make your calculations ? 

Mr. Goopwin. No; these were made in December. 

Mr. Tuomas. Has anything happened in the last 30 or 60 days 
which causes you to cast any doubt on the validity of your figure of 
$41.2 million ? 

Mr. Goopwin. No; we think that that figure is still a good figure, 
Mr. Chairman. 

Mr. Tuomas. It is a good figure ? 

Mr. Goopwin. Yes, sir; there may be some fluctuations as between 
these programs, but we have just gone over the figures very carefull 
and our conclusion is that in total we will come out about the same 
as we have estimated. 


SALARIES AND EXPENSES 


Program and financing 





























1959 1959 
presently revised | 1959 increase 
available estimate 
| 
Program by activities: | | | 
1. Veterans’ placement service. .......................-... | $1,246,400 | $1,246,400 |_.-........ 
en DONRGINS GOPVINO. 6.0 ccccnccnncoocscnccuneccs .| 278, 600 | BRED loncotnsanaaee 
3. Collection and interpretation of labor market informa- 
SSR SE A REE OR RAS”, 5 EEE 7,900 | 815, 600 | $7, 700 
4. Assistance in maintaining public employment services--. 928, 600 | sb ee 
5. Unemployment insurance service__--.-..............-.-.. 958, 000 1, 003, 800 | 45, 800 
6. Field guidance, financing, and auditing of State opera- | 
a dh cca i tn chsh ipl nse Aititinisis a Scien glial 2, 269, 000 | D. FOD BRB bc esocientatins 
7. Executive direction and management... ...--...---.---- | 230, 400 | MTD lncdt ac ackconh 
8. Central administrative services___-.-..... (adh bbnwhahed 377, 100 | Sri, eee usta 
Supplemental required for pay increases. -.--_............-.- | — 577,000 |...-.-- = 577, 000 
a eh | 6,519,000 | 7, 149, 500 | 630, 500 
a eee 6, 519, 000 | 7, 149, 500 630, 500 
Object classification 
1959 1959 
presently | revised | 1959 increase 
available | estimate | 
af — 
Total number of permanent positions. ai Se ; 831 841 | 10 
Average number of employees _--- BA Keates 795 801 | 6 
Number of employees at end of year- ens 831 841 | 10 
01 Personal services: j 
Permanent positions_. masbpeaent : $5,794,300 | $5,831, 500 $37, 200 
Positiyns other than pe rmanent bac 4, 000 4, 000 
Other personal services - - —-- eal a oe 42, 700 | 42, 800 100 
Total personal services__...........--- F 5, 841, 000 5, 878, 300 | 37, 300 
02 Travel acai aie 432, 500 443, 300 | 10, 800 
03 Transportation of things_.......-- A es | 9, 700 | 9, 700 
04 Communication services........-- sinaiinati 125, 000 | 125, 500 500 
05 Rents and utility services.____-- eanases | 900 900 
06 Printing and reproduction._..............-- 142, 200 144, 20 2, 000 
07 Other contractual services aie 48, 200 48, 300 100 
Services performed by other agencies. __. 61, 700 | 61, 700 
08 Supplies and materials weetet 7 . ‘ 47, 100 47, 600 500 
09 Equipment Pindiatead 17, 000 | 17, 000 
11 Grants, subsidies, and contributions_. ‘ 368, 900 | 371, 200 2, 300 
15 Taxes and assessments 1, 800 | 1, 800 
Supplemental required for pay increases__-_-.-.-.---- — 577, 000 | 577, 000 
Total obligations stbbdidticnduanecenttiheee ui 6, 519, 000 | 7, 149, 500 630, 500 
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Mr. Tuomas. The next item is “Salaries and expenses.” 

Mr. Goopwin. Mr. Chairman, for salaries and expenses of the 
Bureau of Employment Security we are requesting an additional 
$630,500. With this amount the total available for 1959 will be 
$7,956,500. 

Of the $630,500 requested, $53,500 is for 10 additional positions 
resulting from increased workloads because of the expansion of cover- 
age of the Federal unemployment insurance programs under Public 
Law 85-848 approved August 28, 1958, and $577,000 is for increased 
pay costs of the Bureau. 

To finance these added costs until an appropriation can be secured, 
the Bureau of the Budget has apportioned our salaries and expenses 
appropriation on a deficiency basis. The Congress was advised of 
this by the Director of the Bureau of the Budget on December 30, 
1958. 

To carry out the Bureau’s responsibilities in administering the new 
unemployment compensation for ex-servicemen program We are using 
16 employees, 8 of whom are clerical. Of these 16 employees, 6 have 
been tr: ansferred from the unemployment compensation for veterans’ 
program as the workload in that program declined and the workload 
in the new program increased. ‘Therefore, we have added only 10 
new employees, 4 of them clerical. For these 10 new employees we 
are requesting $53,500 for 1959. 

Of the 16 employees being used on this program, 5 are engaged in 
the general supervision of the prog gram, evaluating State operations 
and | procedures to assure that benefits are being paid properly and 
maintaining liaison with Federal agencies. 

In addition, nine employees are being used for the operation of 
the wage assignment control file which is an indispensable device for 
protcting Federal funds. Because payments are made on the basis 
of records given to the ex-servicemen when discharged, it is possible to 
claim benefits in more than one Sate. This file is used to prevent 
the payment of benefits in more than one State. It also prevents 
the payment of benefits more than once for the same service. 

Also, one professional and one clerical employee are being used 
to assist the States with the reporting of data on the program, to com- 
pile and analyze such data and to make reports on this program. 

We have not been able to absorb any of the $577,000 cost of the pay 
raise in this appropriation because of the very heavy acer now 
being carried iy the anergy Obligations for the . 
uary 1959 period totaled $4,338,046 and averaged $619,720 per ia. 
For the balance of 1959 Shligetions are expected to total $2,918,454. 
Therefore, obligations must be reduced to an aver age of $583,691 per 
month. 

Mr. Tuomas. What were your total pay act increases? You have 
it set out here as $577,000. Is that your total ? 

Mr. Goopwin. That is the total. 

Mr. Tuomas. Were you able to absorb any of it? 

Mr. Goopwin. No, sir; we were not, because we have had a terrific 
load on the Bureau this last year arising out of the increased unem- 
ployment. As a matter of fact, the Congress gave us some additional 
money for this year, and the Bureau of the Budget agreed with us 
that it was not possible for us- 
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Mr. Tomas. Put your finger on that item of $53,500. I have 
notation here to see page BES-7. Is that right ? 
Mr. Love. Page BES—7, which follows the green sheets; that js 
correct. 
JUSTIFICATION DATA 


Mr. THomas. We will insert at this point in the record page BES-7 
of the justifications. 

(The page referred to follows:) 
Salaries and expenses, supplemental request fiscal year 1959— Distrib 


ution of esti- 


mated obligations by major organizational unit activity and object classification 
Office of Unemploy- | 
Object classification program | ment | Total 
re view ind it 
| analysis .) 
Positions- -._- 2 8 1 
Annual rate $10, 545 . { $63, 585 
Deduct lapses (41 percent) | $3, 545 $22, 840 $26, 385 
Extra day-.-.- $1 $10 
01 Personal services.__._. $7, 000 $30, 300 $37, 300 
02 Travel 10. 800 10, 800 
04 Communication services 100 1) 5M 
06 Printing and reproduction... i 2, 000 2, 000 
07 Other contractual services--.- 100 | 100 
08 Supplies and materials_- 100 400 | 500 
11. Grants, subsidies, and contributions. 500 1, 800 2, 300 
Total unemployment compensation for ex-servicemen 7, 700 45, 800 53, 500 
Supplemental required for pay increases. - _- 577, 000 
Grand total obligations- -- 630, 500 
Activity: | 
3. Collection and interpretation of labor market informa- 
tion ; : | 7, 700 }-. | 7, 700 
5. Unemployment insurance service... ---- 45, 800 45, 800 
Total unemployment compensation for ex-servicemen. | 7, 700 | 45, 800 | 53, 500 
Supplemental required for pay increases... -- | 577, 000 
| anepusititintin ti 
Grand total obligations_-_. : ees i” 630, 500 


UNEMPLOYMENT COMPENSATION FOR EX-SERVICEMEN 


Mr. Tuomas. This page breaks out your $53,500 item / 

Mr. Goopwin. Yes, sir. 

Mr. Tuomas. How many additional employees do you have to have 
as a result of this increase ? 

Mr. Goopwin. 10. 

The estimate is that we will need a total of 16 people to run this new 
program and 6 of those are being transferred from the unemployment 
compensation for veterans program because that program is contract- 
ing, and we can transfer 6 of the 8 people we have in the Korean vet- 
erans program now to this new program. 

Mr. THomas. What is your personal services going to cost? Is that 
ficure $37,300 right ? 

Mr. Goopwin. Yes, sir; on the 10 positions. 

Mr. Tuomas. And, you have travel at $10,800, printing and bind- 
ing, $2,000, and supplies and materials, $500, and grants, subsidies, and 
contributions, at $2,300, and communication services at $500, which 
comes out to the total figure of $53,500 ? 
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Mr. Goopwin. Yes, sir. 

Mr. Tomas. At this point in the record we shall insert page BES-8 
of the justifications, as well as page 9. 

(The pages referred to follow :) 


SALARIES AND EXPENSES, BUREAU OF EMPLOYMENT SECURITY—-EXPLANATION OP 
FunpDs REQUIRED FOR UNEMPLOYMENT COMPENSATION FOR Ex-SERVICEMEN 


UNEMPLOYMENT INSURANCE SERVICE 


Public Law 848, 85th Congress, approved August 28, 1958, amended title XV 
of the Social Security Act. This law provided for a new permanent program 
of unemployment compensation for ex-servicemen. The Congress adjourned 
before making any funds available for administering this new program. The 
Bureau of the Budget approved a reapportionment of the 1959 appropriation 
on a deficiency basis in the amount of $53,500. This deficiency reapportionment 
was reported to the Congress as required by subsection (a) (1)(B) of title 31, 
United States Code, section 665, as amended. 

The new program of unemployment compensation for ex-servicemen covers 
beneficiaries who are not covered by the unemployment compensation for vet- 
erans’ program. The two programs differ as to program and procedural require- 
iments. It is, therefore, necessary to operate the two programs separately, since 
one is not an extension of the other. 

At the present time, 16 employees, 8 professional and 8 clerical, are working 
on the new program. Of these 16 employees, 6 were transferred from the UCV 
program because of the decrease of these activities. This transfer reduces to 
10 the number of positions requested in this supplemental. 

The unemployment compensation for ex-servicemen program will involve the 
payment of about $55 million in benefits during fiscal year 1959 and about 
$4.3 million for administrative expenses by the State agencies which will operate 
the program under agreements entered into with the Secretary of Labor. 

This program can operate efficiently only if the processing and supplying of 
information and other data by the Armed Forces is geared into the operating 
program requirements of the State agencies. This meshing of Federal military 
data processing with State unemployment compensation requirements is compli- 
cated by the great variations among the States in both State law provisions and 
procedures. 

The Bureau responsibilities are : 

1. Armed Forces 

(a) Continuous work with various defense agencies on determining rates of 
remuneration for each grade of ex-serviceman. 

(b) Seeuring terminal-leave data for each ex-serviceman leaving the service 
and claiming benefits. 

(c) Securing dates of days of “lost time’ 
ex-serviceman claimant. 

(d) Completing and following up on arrangements with separation centers of 
each of the armed services to provide information to ex-servicemen as to their 
rights under this law. 


, 


covering period of service of each 


2. Veterans’ Administration 


(a) Consummating agreements with the Veterans’ Administration for the 
adjudication of ex-servicemen’s claims as to the reasons for separation; for the 
checking of claims for concurrent payments under education and training allow- 
ance programs; and for providing other services. 


8. U.S. Department of Justice 


Negotiating and obtaining agreement with the Department of Justice on the 
criteria governing the prosecution of cases of alleged fraud detected by the 
State agencies. 


4. Regulations and procedures 


(a) Issuing rules and regulations interpreting the law, governing not only 
the provisions of the agreements with the Secretary but also the operations of 
Federal and State agencies. 
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(b) Developing, issuing, and following up on operating procedures governing 
the determination of benefits payable, accounting for Federal funds, program 
reporting, and relations of State agencies to Federal military and Veterans’ 
Administration establishments and the Department of Justice. 

5. Installation of program and training 


(a) After development of regulations, procedures and the agreements, the 
installation of the new program will be accomplished by— 

(1) Regional meetings throughout the country involving the attendance of 
about 300 people; 

(2) Assistance to the States in development of training materials, pro- 
cedures, forms, ete. 

(3) Participation, where needed, with States in the actual training of 
the more than 20,000 State staff members who will be involved in carrying 
out the program ; 

(4) Participation, where needed, in conferences conducted by military and 
Veterans’ Administration establishments in the installation of their phases 
of the program. 


6. Day-to-day operations 

(a) Review and evaluation: 

(1) Review State procedures and forms to insure conformity with Fed- 
eral law, regulations, State agreements, and Federal procedures. Recom- 
mend remediail action to obtain conformity and, where needed, provide as- 
sistance in the field in the revision and installation of State procedures. 

(2) Conduct field evaluations of operations in each State shortly after 
the beginning of the program and periodically thereafter to insure operating 
efficiency and conformity with approved procedures. Where necessary, this 
will be followed by fieldwork to obtain remedial action with regard to State, 
central, and local office operations and relations with military and Veterans’ 
Administration establishments and the Department of Justice. 

(3) Intercede for State agencies with military establishments and the 
Veterans’ Administration in connection with operational problems, and with 
Department of Justice on matters involving fraud and prosecution. 

(b) Central control file: To prevent duplicate filing of claims by the same ex- 
servicemen in more than one State and to prevent filing of claims under both 
the UCV program and the new program, it is essential to maintain a central 
control file in the Bureau. This file will receive a record of each initial UCX 
claim, review it, and interfile it with all other UCV and UCX records. All con- 
trol cards, as received, must be scanned for completeness, conformity of service 
serial number to branch of service in the Armed Forces, legibility and date of 
separation from active service for possible omissions or errors. Furthermore, 
it will be necessary to make date comparisons to insure that claimants do not 
exhaust UCX benefits and again claim under UCV. Other comparisons also will 
be necessary that have not been necessary in the past, thus complicating the 
filing opertion as well as increasing correspondence. 

Under the UCV program prior to July 26, 1958, it was necessary to check 
control cards only for completeness and possible duplication. After July 26, 
1958, UCV control cards must be checked also for possible expiration of the 3- 
year limitation. 

Under the UCX program, control cards must be checked for completeness, 
possible duplication, and to assure that the service fell within the base period 
of the State involved and that UCV benefits have not been paid based on the 
same period of service. Thus, the maintenance of the control file is an evalua- 
tion device in addition to being a check on duplication. Due to those additional 
items, the time required for checking and filing each card is increased over 
previous experience. 


UNEMPLOYMENT COMPENSATION FOR FEDERAL EMPLOYEES 


Mr. Tuomas. Are there any questions, gentlemen ? 

Mr. JensEN. With reference to compensation for unemployed Fed- 
eral employees, will you briefly explain that? 

Mr. Goopwin. The Federal law provides that Federal workers who 
are separated involuntarily are eligible for unemployment compensa- 
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tion payments in the same way as industrial workers are entitled to 
unemployment compensation payments. 

The law further provides that those payments shall be made by 
the State where the person resides and they shall be made subject 
to the provisions of the State law. 

The Federal Government then reimburses the State for the bene- 
fits that are paid out by it. 

Mr. Jensen. If they are separated involuntarily, did you say ? 

Mr. Goopwin. Yes, sir. 

Mr. JENSEN. Well now, they would need to be separated for cause; 
would they not? 

Mr. Goopwtn. Not necessarily. There are a good many Federal 
installations where the workload goes up and down, and a good many 
Federal employees are separated because of the lack of work. 

Mr. Jensen. They are civil service employees; are they not? 

Mr. Goopwin. Not all of them. It includes the civil service em- 
ployees, but it also includes some of the other groups that do not come 
under the Civil Service Commission. 

Mr. Jensen. Now, with reference to a civil service employee, the 
minute his agency finds that he is not needed any more, he still retains 
his civil service status and can apply for another job in some other 
agency ¢ 

Mr. Goopwin. Yes, sir. 

Mr. JENSEN. Does this law provide that in the event he cannot find 
employment in another agency, that he shall receive this unemploy- 
ment compensation ? 

Mr. Goopwtn. If he meets the provisions of the State law. I think, 
Mr. Jensen, maybe I can get at your question 

Mr. Jensen. I am frank to say that this is all new to me. I have 
never served on a committee that had this program to deal with 
before. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Jensen. Is not this law abused to some degree? Are there not 
Federal employees that are separated from their employment volun- 
tarily who will purposely not seek work? 

Is there a provision in the law which requires that they must seek 
employment in other agencies? 

Mr. Goopwin. Oh, yes. They must be available for work, they 
must register for work, and they must on their own effort undertake 
to get work or seek work. 

Mr. Jensen. Does he have the privilege of turning down employ- 
ment with the Government? 

Mr. Goopwin. Not if it is suitable employment; no. 

Mr. Jensen. What if he says it is not suitable ? 

Mr. Goopwin. That determination is made by the State employment 
security agency and not by the person. There are certain situations 
where a man obviously is not suited to a job, but the interpretation 
put on those provisions of State law are very stringent, I would say. 

Mr. Jonas. That is the same provision that is applicable in the 
State ? 

Mr. Goopwtn. Pardon? 

Mr. Jonas. That same provision is in the State plan? 
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Mr. Goopwin. Yes, sir; and that is what controls in thiscase. There 
is no Federal law on this point. The provisions of State law control, 

TI would like to say this in response to your question, Mr. Jensen, 
and that is the regular civil service employees—the white-collar type 
that you see in Washington—for the most part do not draw very 
heavily on this unemployment insurance. Most of the claims come 
from different types of work. 

I have here, for instance, a group of layoffs that took place in the 
month of January and you might be interested in a few of them. 

The first five of them here—well, as a matter of fact, almost the 
entire list—are the armed services, and a lot of the functions are very 
close to industrial types of work. 

Some of the layoffs are being made at isolated installations. 

We have here, for instance, the San Francisco Naval Shipyard, 
and there is a whole group of them. There were 93 welders laid off, 
25 calkers and chippers, 12 drillers, 12 shipfitters, 9 shop learners, and 
10 miscellaneous skilled workers. 

This is the kind of unemployment that in the Federal service or in 
industry usually leads to some kind of claim for unemployment 
insurance. 

I do not know whether you would like to have this for the members 
to look over or not, but it gives an indication of the type of people 
that do come in under the Federal employees’ unemployment insurance 
program. 


Mr. THomas. Are there any further questions? If not, we thank 
you gentlemen very much. 


Mr. Goopwrx. Thank you, Mr. Chairman. 
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1959, 1959, 1959, increase 
presently revised (+) or de- 
available estimate crease (—) 

Programm by activities: 
. Conduct of Supreme Court presenpings and coordina- 
tion of appellate matters... $387, 299 $387, 299 oa" 
2. General] tax matters. dckstwddad 4 2, 149, 200 2, 209, 200 +$60, 000 
3. Criminal matters. 1, 579, 021 1, 579, 021 si tamaea ta 
4. Claims, crstoms, and general civil matters. al laa 3, 073, 575 3, 073, a ee 
5. Land matters... se ih ote aren wr astareeis Wi 2, 946. 305 FP Wiicentoecsc ne 
CL) GD OUITIIOING Sis bON 65 ki 8 5 dso atts cid dees as 429, 279 GOR BIE hs ctiten cocucivce 
7. Internal security matters.....-...-.-.. ” 1, 257, 939 1, 257, re 
8. Civil rights matters. iol et acon ws tenes Miao 527, 980 Sp Boo. too necn nen 
9. 1959 program obligated in 19538_. Jha dake —402 —402 abil. 
Supplemental required for pay increases bh Ju 48 aeS bo aps —928, 000 | icteasa es +928, 000 
Total costs....- il, 422, 196 12, 410, 196 +988, 000 
10. Relation of costs to “obligs ations: Costs financed from 
obligations of other and bavi aid undelivered 
orders) net (—)-. . jnuieesceeuns — 22, 598 —22, 598 . 
Total obligations _. : 11, 399, 598 | 12, 387 , 598 +988, 000 
Financing: 1959 appropriation available in To te | 402 402 Societe 
New obligational authority....-.............-...------ 11, 400, 000 12, 388, 000 | +988, 000 
Object classification 
1959, 1959, 1959, increase 
presently | revised (+) or de- 
availal le | estimate crease (—) 
| 
amines a a = meni -| i 
Total number of permanent positions. .................----.-- | 1, 350 1, 350 ah dias blbaed be 
Full-time equivalent of all other positions...........-.....--.- 15 | falc 
Average number of all employees ...............--....------- 1, 279 ate facets canteens 
Number of employees at end of year_........-.....-.-.-...-.. 1,310 1, 620" | s2 2. cgecuas 
01 Personal services: 
PUSEMNEEES DOMMES ooo ce acc cnanncecacasescenceseaaas $9, 534, 280 GO) GHA, BO Fen ls 
Positions other than permanent _...........-......-.-- 110, 300 | 110, 300 }.....-........ 
Other, personal S05 ViCWS.. ~ 6600-5 enncospaiersenewwnadq 38, 710 | PANG: | cuineleerdeivopeateh 
"ROCKS PORUOTIN) We VIlOe 2 ws otc cee cekeebsecebee 9, 683, 290 9, 683, Mee oe. cisnsedelue 
Gr) Times 26. hd sii lel shbdedd Unkie Ldcatain 364, 700 398, 700 +-$34, 000 
63 T ransportation of things al all all ete alien a eel 3, 100 | Be Ce. leneciensebcanté 
06, Communication services. ...............-.----..-- Re near 108. 750 116, 750 | “+8, 000 
@- Prniting and reprodwetion. 2. oo. ieee she cel ee. 366, 977 384, 977 +18, 000 
07 Other contractual services -_.............-.. Sob i ndQusi cock | 1, 071, 703 L078. TOR iLL i adctiontlx 
ey nen Si RNONIN oe, cca cnccntacctonmiddebaseeguns | 56, 749 clad sii ectes 
RE ie Se Saree ee 78, 687 WE Exaacuiig mance 
11 Grants, subsidies, and contributions: C ontribution to | 
IIE AR od oak | 2S os ahs sepia aii 607,310 | ETD OOE Vecctskcunnceocs 
15 Taxes and assessments........._..-- Eo Skt < ailigeaeeiedaiomenasel 8, 930 Be OO insccoartecenns 
Supplemental required for pay increases -.................---- — 928,000 }|.....- --| +928, 000 
SS a ale ial ee Ciena ea 11,422,196 | 12,410, 196 | +988, 000 
Costs financed from obligations of other years, net (—).....- — 22, 598 mR ONG ho. Ss ccccsecn 
Fa NN cide ok ciate igilinv ety soa etaotina sae 11, 399, 598 | 2, 387, +988, 000 
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Mr. Rooney. The committee will please come to order. 
This morning we shall first direct our attention to the requests of 
the Department of Justice, which appear in the committee print be. 
inning on page 83. The first of a number of requests is that for 
Legal activities and general administration”. Under that we have 
“Salaries and expenses, general legal activities,” in the amount of 
$988,000, of which $60,000 is set forth in the justifications as being for 
increased tax litigation, while $928,000 is for pay increases. 
At this point in the record we shall insert pages 1 to 7, inclusive. 
(The pages follow :) 


‘ 


(H. Doc. 58) 
SALARIES AND EXPENSES, GENERAL LEGAL ACTIVITIES, 1959, 

ae a ea es euneee arene inaeesemoan $988, 000 
A ee eee eae arenas cetesomeapiie $11, 400, 000 
[ens oo Sener aa, Bene... $6, 253, 693 
Expenditures to December 31, 1958__......._.___.___________- -. $5,204 22 
meanest estimate mext) fecal year..................-............ . $12, 850, 000 
Employment : 

Average number, current appropriation____~ pears SP recaese elke 1, 279 


Number involved this estimate 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Amount requested 


This supplemental request reflects estimates in the amount of $988,000, of 
which $928,000 is needed to cover cost of the pay increases as authorized by 
Public Law 85-462 and $60,000 is for a program supplemental for the Tax Divi- 
sion to cover additional costs arising from the steady increase in the uncontrol- 
lable workload of that Division. 


Explanation of language changes 

None. 
Pay Act supplemental, $928,000 

A supplemental appropriation of $928,000 will be needed in fiscal year 1959 
to meet the higher salaries and related increases authorized by Public Law 
85-462 approved June 20, 1958. The continued high level of new business so 
far this fiscal year has prevented any reduction in the staffs of the Department’s 
legal divisions. The actual caseloads in 1958 generally were higher than in 1957 
and new filings this year in some categories are ahead of 1958. There is, there 
fore, no reasonable prospect that any substantial savings can be effected by 
reducing personnel through attrition or that the cost of pay increases can other- 
wise be absorbed. 
Methods of estimating costs 

The additional costs resulting from Public Law 85-462 were determined by 
comparing the higher salaries and increased contributions reflected on recent 
payrolls with those paid immediately prior to the enactment of the new salary 
act. Roughly, this amounts to 10 percent of the former annual salaries of the 
personnel subject to the act, plus an allowance of $10 for each employee to cover 
the higher amounts payable due to rounding off cents at hourly rates as pro- 
vided in the act, and plus the actual inerease in the average monthly amounts 
required to be paid into the retirement and social security funds as a result of 
the higher salaries authorized by the new law. On this basis the total addi- 
tional cost of Public Law 85-462 amounts to $939,100, of which we will try to 
absorb $11,100, leaving $928,000 to be met through a supplemental appropriation. 
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Average number of employees and average payrolls 


Average employment during the period July 1 to January 10, 1959 was 1,281. 
That is slightly above the average of 1,279 provided by the appropriation cur- 
rently available and reflects the need for the maximum employment permissible 
during 1959. 


Program supplemental (Tax Division), $60,000 


Under the provisions of Bureau of the Budget Circular No. A—41, revised as of 
September 30, 1958, the Tax Division requests a supplemental appropriation of 
$60,000 for the current fiscal year. The basic factor for requesting a supple- 
mental appropriation is an uncontrollable workload which is steadily increasing. 
The Tax Division has no control over the volume of tax litigation it is called npon 
to handle. On the civil side (which accounts for 90 percent of the workload), 
the volume depends upon the number of suits filed by taxpayers and the number 
of requests for legal action received from the Internal Revenue Service. The 
criminal cases develop from the recommendations forwarded by the Revenue 
Service for consideration by the Department of Justice. 

The volume of work referred to the Division has increased better than 20 
percent in the past 2 years and is going up an additional 10 percent during 
the current year.’ During this period the Division has had no increase in 
authorized staff and only token increases in funds to cover court costs. The 
average employment over the same period has increased by about four. Thus, 
throughout the current year the Division will be carrying at least a 30 per- 
cent greater workload with no increase in staff. Unless additional funds are 
made available this year, the Division will not be able to meet court deadlines 
and other commitments. 

Over the past 4 years the Division (despite a steady rise in new business) 
has been able to reduce the backlog of pending work, cut more than 1 year 
from the time to process the average case, and place the overall workload on 
a reasonably current basis.? During the same period the Division saved or 
collected from delinquent taxpayers more than $235 million compared with 
$70 million in the 6-year period, 1947-52. 

In view of the sharp increase in volume, there is serious danger that the 
work will become delinquent if funds are not made available immediately. 
The backlog will grow, and, at a time when funds are urgently needed to fi- 
nance the costs of Government, collections and savings will diminish. The 
Tax Division must be in a position to do its part in cooperation with the Rev- 
enue Service in collecting the almost $1.5 billion now involved in Federal tax 
litigation. 

The Tax Division, because of the unusually large number of cases being set 
for trial or argument on appeal, has been required to continue its prepara- 
tion and field work at the pace followed in fiscal 1958. During that year over 
1,000 formal court appearances were made by the Division’s staff, a 10 percent 
increase over 1957, an 82 percent increase over 1953, and an increase of 128 
percent over 1951. 

The following statement compares funds currently available with actual obli- 
gation in the past year and estimates the supplemental funds required to han- 
die the increased volume of tax litigation: 











Items 1959 available} 1958 obliga- Difference | 1959 require- 
tions | ments 
“Ee if tT) ATH PONT Lie pie 
orc te Satin a eB sities are les a egkaiediosa ‘ $110, 100 | $131, 048 —$20, 948 $34, 000 
Communication services. ..-..---------------- 18, 500 | 25, 404 —6, 904 | 8, 000 
Printing and reproduction...........-..-.-..-- 51, 800 | 64, 057 | —12, 257 | 18, 000 
MN Teg ks. erat docs obec Losetondastpics | snblepatoapad | 1 —40, 109 | 60, 000 


1A reference to standard form 3a reveals that for the other items of expense, the amounts for the fiscal 
years 1958 and 1959 are approximately the same except for the items for personal services and contributions 
which are necessarily increased to cover the added costs resulting from the 10 percent congressional pay raise* 





1Complete figures for 5 months show a 10-percent increase over the same oa in the 
past year and a 15-percent increase over the comparable period in the 1957 fiscal year. 

2In 1955 more than 40 percent of the cases were over 2 years old. At the beginning of 
the current year more than 75 percent of the cases have been pending less than 2 years 
and 52 percent less than 1 year. 
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The Division requires approximately $40,100 additional to match 1958 ex. 
penditures for travel, communications, and printing and reproduction, and 
$19,900 more to meet increased costs for such purposes. 

The items for travel, communication, and printing are self-explanatory and 
are tied in directly with the increased workload, greater number of court ap. 
pearances, and efforts to speed up the litigative process. 

Summarizing, the Tax Division has no control over its workload. It cannot 
turn on or off the flow of tax litigation commenced in the courts. The volume 
of work is up sharply and there is every indication that the rise will continue. 
The Division must be in a position to handle property and expeditiously the 
cases referred to it. Failure to be in this position because of a lack of adequate 
operating funds will result, among other things, in (1) a slowdown in the proc 
essing and conclusion of cases, thereby adding to the already overcrowded and 
congested court dockets, (2) increasing costs to the Government in the form 
of interest in those cases eventually requiring refunds to taxpayers and redue. 
tions in the financial gain to the Government which have and should continue 
to result from the successful and expeditious trial or settlement of cases, and 
(3) a return to steady backlog increases, which was the condition prevalent 
during the 10-year period, 1946 through 1955. It is believed that with the slight 
increase requested (amounting to approximately 3 percent), the Division can 
maintain the pace set during the past 3 years and repeat the successful record 
established which placed tax litigation on a current basis. This prediction is 
made with the knowledge that the workload has, and will, continue to increase, 


SALARIES AND Expenses, GENERAL LeGat Activities (SUPPLEMENTAL Estimate, 
Tax Division) 


Object classification 








1959, | 1959, | 1959, increase 
presently | revised | (+) or de- 
available | estimate crease (—) 

01 Personal services ___-- ; Joe ; $1, 818, 640 $1, 818, 640 7 
02 Travel . se higeeeeacs. ci adc = 110, 100 | 144, 100 | +$34, 000 
03 Transp rtation of things._.........__- ‘ ai 300 | 300 


04 Communication services — 
06 Printing and reproduction --_- 
07 Ot*er contractual services 
08 Supplies and materials 

09 Equipment. ie il Milani , 

11 Grarts, subsidies, and contributions: Contribution to 


18, 500 | 26, 500 oe & 000 
| 
retirement fund __......... pile 6s j j | 112, 860 | 112, 860 | 
| 
} 
} 


1.800 | 69, 800 | +-18, 000 
1, 600 | 11, 600 | 
4,700 | 16, 700 | ...ciusccoueee 
8,700 | 8, 700 | 

} 


15 Taxes and assessments...................-.-. 2, 000 | 2, 000 | 
Supplemental required for pay increases. _- 


—176, 220 | +176, 22 
Total cests _.. ‘ i~gehe-< : 1, 972, 980 2, 209, 200 | +236, 220 
Costs financed from obligations of other years, net (—) —3, 400 | 98 000. Linn cman eganie 
Total obligations............._____ 1,969,580 | 2, 205. 800 | 236, 220 

| 


Mr. Rooney. Mr. Andretta, what activities of the Department are 
covered in the item “Salaries and expenses, general legal activities”? 

Mr. Anpretta. The items covered in “Salaries and expenses, gen- 
eral legal activities,” are just as the title says, the legal activities of 
the Department. 

Mr. Rooney. I want you to tell us for the record what they are. 

Mr. Anoretta. The Solicitor General’s Office, Tax Division, Civil 
Division, Criminal Division, Office of Legal Counsel, Internal Secu- 
rity Division, and the Civil Rights Division. That covers all of the 
legal divisions at the seat of government except the Antitrust Division. 
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TAX DIVISION 


Mr. Rooney. With regard to the $60,000 requested for increased 
tax litigation, who will justify that ? 

Mr. Anprerra. Mr. Rice was to be here on that. 

Mr. Rooney. Please go ahead with it. 

Mr. Anprerra. Mr. Chairman, up until this year you know that 
we have been able to absorb some ‘of these additional costs by transfer 
of funds or by some flexibility within this appropriation, but this 
year, because of heavy expenditures for Lands Division operations 
and ‘also the ¢ ‘ivil Division, we do not hav any funds available in 
order to pick up any part of the cost of a. pay raise and to see the 
Tax Division through this year which is going to need $60,000 more 
to meet, roughly, a 10- percent increase in work this year that was 
not antic ipated. ‘You know that the Tax Division is a service opera- 
tion and has no control over its work and they have to take whatever 
comes from the revenue department. 


RECOVERIES IN 1958 


Mr. Rooney. What do they do by way of production of revenues? 
What are the figures with regard to recoveries in the last full fiscal 
year, 1958 ¢ 
* Mr. Anprerra. The Tax Division has saved, or collected from de- 
ens taxpayers, more than $235 million. 

Mr. Rooney. I donot want that. Just 1 year. 

Mr. Anpretra. Mr. Chairman, I will have to put that in the record. 
I do not have that with me. 

(The following material was later supplied :) 

Recoveries in fiscal 1958 
Savings and collections in civil tax litigation-__.___-_-_-_------~--- $125, 987, 708 

Mr. Roonry. Is any part of this requested $60,000 for personal serv- 
ices ? 

Mr. Anpretra. No, sir. It is all for general litigation expenses. 

Mr. Rooney. As set forth on page 5 of the justifications, you want 
$34,000 additional for travel, $8,000 for communication services, and 
$18,000 for printing and reproduction; is that correct? 

Mr. Anpretra. Yes, sir. 

Mr. Roonry. When was the request. first made for this $60,000? 

Mr. Anpretra. The request was made in September 

Mr. Rooney. In what amount? 

Mr. Anpretra. $100,000, 

Mr. Roonry. Was not the amount $45,000? 

Mr. Anpretra. No, sir. There was a supplemental request for 
$100,000, 

Mr. Roonry. What was the amount allocated? What has been 
the amount alloc ~— by the Department since then ? 

Mr. Anprerra. Mr. Chairman, when the appropriation was made, 
we advanced an ma litional $5,000 a month to the Tax Division to 
take care of general expenses which came to $45,000. The $60,000 is 
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on top of that. The Tax Division in 1959 originally had allocate 


$2,145,800 to it. 

Mr. Rooney. Is there anything you want to say at this point, My, 
Rice? 

Mr. Anprerra. The chairman asked before you came in about som 
current workload figures, just for the last year or two. 

Mr. Rice. Mr. Tadlock, would you supply those ? 

Mr. Taptock. Mr. Chairman, what are you speaking of ? 

Mr. Roonry. The matter of recoveries for fiscal year 1958. 

Mr. Taptock. Yes, we have that. I also have a statement here thy 
shows the workload for the last few years. 

Mr. Rooney. I did not ask for that. 

Do not give me something I did not ask for. 

Do you have it? If not, supply it for the record. 

Mr. Tapiock. All right. 

(The following was later supplied :) 


Tar Division—Recoveries in civil tax litigation 


4 mount 


Fiscal year 1958 $125, 987, 708 


PAY ACT INCREASES 


Mr. Rooney. With regard to the requested $928,000 for all of these 
divisions for pay increases, 
increases in this area ? 

Mr. Brown. $939,100. 

Mr. Roonry. You mean that you absorbed but $11,000 7 

Mr. Brown. That is right. 

Mr. Rooney. What would be the consequences of a 10 . lo-. BO-. or 
?25-percent cut in this requested amount of S928.000 for pav increases! 

Mr. Anpretra. We would have to furlough everybody engaged i 
these activities for at least one pay period. That would be for the last 
2 weeks in June, nobody would get paid. 
anvthing. 

Mr. Roonry. You would have to close up shop f 
time ? 

Mr. Anpretra. Yes, sir. 

Mr. Roonry. The month of June, is that not 
in the activities of the Attornev General's Office ? 

Mr. Anpretra. Yes, sir. That is when the courts are winding up 
their business before the summer recess and they put the heat on 
us. It is when our expenditures run the heaviest. 

Mr. Roonry. Are there any questions with regard to the item o1 
pave 93 of the committee print, “Salaries and expenses, general legal 
activities” ? 

(No response. ) 
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int, My WITNESSES 


sg. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY GEN- 
ERAL 

B. H. CRAWFORD, ASSISTANT TO THE DEPUTY ATTORNEY GENERAL 

Cc. W. PALMER, EXECUTIVE ASSISTANT TO THE DEPUTY ATTORNEY 
GENERAL 

E. R. BUTTS, BUDGET OFFICER 


ut some 

















ere ¢ 
hai JOHN C. BROWN, ASSISTANT BUDGET OFFICER 
Program and financing 
1959, 1959, | 1959, increase 
| presently | revised (+) or de- 
| available estimate | crease (—) 
ye . vniiappiciatanedinisiedis selene | nepal 
Program by activities: | | 
mount el sow akc cow em rinse cinnamon aemaeraiadahaniaoing | $12,730,500 | $12, 730,500 |........._. 
ty 2. U.S. marshals_._......- a a | 9, 261,500 | 10, 161, 500 | $900. 000 
987, 708 3. 1959 program obligated in 1958..................--..-.- | —75, 081 | —75, 081 |...... wins 
Supplemental required for pay increases —1, 642, 000 ‘ --| +1, 642,000 
Total costs (obligations) - - - reiting mmgacamieteinh eric giiitan 20,274,919 | 22,816,919 | +2, 542,000 
Financing: 1959 appropriation available in 1958__._...__- ; 75,081 | 75, 081 
f these New obligational authority -..-......-...-.-- soabbode 20, 350, 000 22, 892, 000 +-2, 542, 000 
»f pay . - — eS ee ee 
Object classification 
1959, 1959, 1959, increase 
presently revised (+) or de 
available estimat« crease 
A\)-, OF = ~~ -- ~ ~ - —|- - 
Cases! Total number of permanent positions 2, 673 2, 673 
req 7 Full-time equivalent of all other positions. 5 118 +11 
> = Average number of all employees_ -- 2, 610 2, 723 +113 
1e last Number of employees at end of year- - 2, 600 2, 650 +50 
to adi 01 Personal services 
Permanent positions $16, 512, 300 $16, 512. 300 
Positions other than permanent 83, 300 819, 300 +-$736, 000 
( d of Other personal services 18 560, 400 560. 400 
Total personal services 17, 156, 000 17, 892, 000 +736, 000 
02 Travel 1, 943, 800 2, 055, 800 +112, 006 
03 Transportation of things 26, 300 26, 300 
1ontl 04 Communication services | 467, 000 475, 500 +8, 500 
05 Kents and utility services ge 10, 400 10, 400 
06 Printing and reproduction 245, 043 245, 043 
. 07 Other contractual services ‘ A Sitadlacudh | 878, 000 S79, 800 +1, 800 
2 up 08 Supplies and materials 86, 262 101, 262 +15, 000 
it o7 09 Equipment : ssid 276, 314 286, 314 +10, 008 
F ll Grants, subsidies, and contributions. Sis Satake 751, 700 751, 700 
15 Taxes and assessments ieiaaein atone 77, 900 94, 600 +16, 708 
Supplemental required for pay increases_ -- —1, 642, 000 +1, 642, 000 
m Oo sphesieicniecnialsita Mia ces 
legal Subtotal — 5 20, 276, 719 | 22, 818, 719 +2, 542, 000 


Deduct charges for quarters and subsistence seas 1, 800 | 1,800 


Total costs (obligations)... - eg eee amanbell 20, 274, 919 22, 816, 919 | +2. 542, 000 
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analys: 
only it 


. » — y . 
Mr. Rooney. We shall proceed to page 84 and the item entitled} such @ 


6 “7 ac ss > “Ac T ‘ ss 
“Salaries and expenses, U.S. attorneys and marshals. 
1s In the amount of $2,542,000, of which $1.642.000 is for 
and $900,000 is for the services of marshals. 


The request school 
j : » ma 
Pay INcrease the 


, ; : ; . mi 

We shall insert at this point in the record pages 12 to 18, inclusive 
(The pages follow :) fit 

(H. Doc. 5S) 
SALARIES AND ExPENsEs, U. S. ATTORNEYS AND MARSHALS 

Request papier sas - i 4 $2, 542. 0m 

Appropriation to date ei dan scetaseace oe ean $20, 350. 0M 

Obligations to Dec. 31, 1958 $11, 471, 365 

Expenditures to Dec. 31, 1958______ ae __. $10, 667, 917 
Budget estimate next fiscal year__ a $22, 900, 000 0 
Employment : b 
Average number current appropriation . 2, 610 It § 
Number involved this estimate____~ commen «wet 
Actual employment Dec. 31, 1958__- ——s ss 2,639 norm: 
thus | 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS the s 
adap 
Amount requested day t 
It is estimated that $2,542,000 additional will be required under this appro- Wi 
priation of which $1,642,000 is needed to cover Pay Act costs as authorized by gion: 
Public Law 85-462, and $900,000 is a program supplemental for expenses of parti 
an emergency nature already incurred or to be incurred by certain U.S. marshals’ | facil! 
offices. Included in this supplemental for the latter purpose is an amount of’ need 
$400,000 covering cbligations already authorized and a sum of $500,000 for conn 
future emergency requirements. them 
Language changes — 
orde 
None. in © 
General statement auth 
Pay Act supplemental, $1,642,000.—It is estimated that the additional costs); ™®*" 
incurred under Public Law 85-462 for salary increases and related items will| ‘®" 
amount to $1,642,000. - 7 
It will not be possible to absorb any part of the cost of salary increases acer 
through savings in employment or otherwise since these offices have been con- ader 


fronted with abnormal expenses in connection with emergency situations in this ot r 
fiscal year as a result of the school integration problems covered in part of this Ro 
supplemental estimate. as a 

The estimated cost of salary increases of personnel of these offices as author 
ized by Public Law 85-462, was established by determining the average cost) '! 


per employee of the higher salaries and related increases, which amounted to $630. nie 
Also it was determined that the average number of employees on the rolls ~ 
July 1 through November 30, 1958, for the current fiscal year was 2,606. — 
) 
$630 (average cost per employee) X2,606 (average employment) A 
equals $1, 642, 000 tri¢ 
There were 2,689 employees on the rolls as of Dee. 31, 1958. to « 
Program supplemental for U.S. marshals__- 900, 000 U.S 
The execution of Federal court orders is the responsibility of the marshals’ ext 
service. In recognition of its enforcement responsibilities in connection with , 
various Federal court orders relating to the integration of the schools in a| 4 
number of localities, considerable attention was given for some time to an aa 
e 
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analysis of the general competence of the service and its ability to meet not 
only its regular day-to-day operations, but also to meet emergency situations, 
such as adequate means to enforce court orders such as those in connection with 
school integration decisions and other emergency court mandates. In evaluating 
the marshals’ responsibilities it became necessary to take the following actions: 
The establishment and strict adherence to high standards of physical and 
mental abilities on the part of deputy marshal appointees ; 
Periodic physical examinations to insure a continuance of the physical 
fitness of marshals and their deputies: 
A training course designed to 
Provide instructions in the physical aspects of the job of deputy mar- 
such as apprehension and search of persons and use of firearms; 
Provide information as to the types of writs involved in criminal and 
civil Cases ; 
Outline conduct expected of marshals and their deputies; 
Stimulate each deputy marshal toward continual self-improvement ; 
and 
Conferences of marshals designed to develop integrated teamwork instead 
of the independent office approach which most of the marshals’ offices had 
been in the habit of pursuing. 

It should be noted that the marshals’ service consists of 94 offices with a total 
staff of 1,070 positions. Obviously most of the offices are quite small and are not 
normally equipped to handle emergency problems of magnitude themselves. It 
thus becomes essential: (a) to establish firmly the principle of cooperation within 
the service; (b) to have deputies who are physically and mentally alert and 
adaptable; and (c) to train them not only on the problems which they meet from 
day to day, but to meet a variety of emergency situations. 

With these principles in mind the Department, supplementing its annual re- 
gional conferences of marshals, held a conference of the marshals in areas 
particularly affected early in August for the purpose of discussing their own 
facilities and the facilities both in personnel and materials which would be 
needed to carry out Federal court orders which might be directed to them in 
connection with the school integration problems. An effort was made to give 
them a thorough understanding of the legal questions which would be involved 
and the exteut of their responsibilities in connection with carrying out such 
orders. Special emphasis was placed on the limitations on their responsibilities 
in relation to the responsibilities of other State and local law enforcement 
authorities. Immediately thereafter training classes were started for deputy 
marshals, with emphasis on defensive tactics, use of firearms.and gas, and legal 
training for the work assigned to them. The first class consisted of 28 deputies 
in the District of Columbia office. This group, it was anticipated, would be 
readily available to the marshals in nearby States if their small staffs could not 
adequately meet problems confronting them in connection with the carrying out 
of Federal court orders. At the same time plans were made to train in Little 
Rock a number of deputy marshals from surrounding districts to work together 
as a team in the event the marshal of the eastern district of Arkansas found it 
necessary to call for such assistance if and when anticipated court orders 
required action on his part, thus avoiding the necessity of calling for military 
assistance. He also made arrangements to recruit and deputize citizens within 
his own Federal judicial district provided such steps became necessary. The 
orientation of this group into the work of the marshals’ service was also carried 
out at that time. 

As indicated above emergency conditions did develop in certain judicial dis- 
tricts as a result of the Supreme Court’s decision on school integration. In order 
to cope with unusual situations in these areas the Department authorized certain 
U.S. marshals to incur expenses over and above the normal operating costs to the 
extent of approximately $400,000. 

At this time it is impossible to forecast when or where similar conditions may 
develop again, and for how long a period. Therefore, an additional $500,000 is 
requested for potential use for the balance of this fiscal year. This is only a 
general approximation, but it is deemed advisable to have a contingent fund 
readily available, if the need arises. 
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. ATTORNEYS AND MARSHALS 


U.S. Attorneys—Object classification 


01 
02 
03 
04 
05 
06 
07 
08 
09 


Personal services _. 

Travel... -_- ee 
T ransportatic mn of things. Fe cas 
Communication services 
Rents and utility services... .____- 
Printing and reproduction 
Other contractual services 
Supplies and materials. 
Equipment J 
li Grants, subsidies, and contributions___. 
15 Taxes and assessments_. 
Supplemental required for pay incre: ses- 


ID on inci ete nbc ncccctcondaticn 


U.S. 


marshals 





01 
02 
03 
04 
05 
06 
07 
08 
09 


Personal services 
Travel__ 4 
T ransportation of things 
Communication services sonoede 
Rents and utility services__- 

Printing and reproduction 

Other contractual services 

Supplies and materials_._- 

Equipment. ik 
11 Grants, subsidies, ‘and contributions - 
15 Taxes and assessments. 
Supplemental required for pay increases 


Subtotal___._- 
Deduct charges for qu arters and subsistence. 


Total costs (obligations) i Ea 
Mr. Rooney. 
Mr. Anpretra. Yes, sir. 


EFFECT OF REDUCTION IN ESTIMATE FOR 


1959, 


presently 


availab 


$10, 574, 200 


le 


11, 704, 833 | 


1959, 
rey ised 
estimate 


$10, 574, 200 


310, 000 | 310, 000 
17, 500 17, 500 
300, 000 300, 000 
6, 100 6, 100 
Jane 231, 762 | 231, 762 
545, 000 545, 000 
64, 111 64, 111 
215. 960 215, 960 
357, 000 $57, 000 
73, 700 73, 700 
—990, 500 


Object classification 


PAY 


1959, 1959 
presently revisec 
available estimat 
$6, 581, 800 $7, 317, 800 

1, 633, 800 1, 745, 800 

8, 800 8, 800 
167, 000 175, 500 
4, 300 4, 300 
13, 281 13, 281 
333, 000 334, 800 
22, 151 $7, 151 
60, 354 | 70, 354 
394, 700 394. 700 
4, 200 20, 900 
—651, 500 
8, 571, 886 | 10, 123, 386 
1, 800 1, 800 
8, 570, 086 10, 121, 586 


12, 695, 333 | 


INCREASES 


mre 

1959, increase 
+) or de- 
crease (—) 


— 


z | 
=e 
Ss 


1959, increase 
or de 
crease (— 


+$736, 000 
+112, 000 


+8, 500 


+1, 800 
+15, 000 
+10, 000 


+16, 700 
+651, 500 


+1, 551, 50 


+1, 551, 500 


As I recall, this was in connection with Little Rock? 


Mr. Rooney. As to the first item, what would be the consequences 


of a cut in the amount requested, 


Mr. 


$1,642,000 for pay increases 
Anpretra. Here, again, Mr. Chairman, we would rebel 


because of the size of the amount in the U.S, marshals and attorneys 
offices for pay increases, it would mean that we would have to close 
up shop for most of June, particularly because our litigation expenses 


are running so high that—— 
Mr. Rooney. 


This item covers the U.S. , 
districts in the various States and their entire staffs, 
clerical help, the lawyers who try the cases, and so on; 


Mr. Anpretra. Yes, sir; in 94 judicial districts. 
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REQUEST IN CONNECTION WITH MARSHALS AT LITTLE ROCK 


Mr. Rooney. Tell us about this $900,000 request in connection with 
marshals at Little Rock. How much was actually expended? How 
many marshals for how long and so forth? — , ; 

Mr. Anprerra. Mr. Chairman, when this estimate was put im the 
budget it was put in for $1 million back in the fall when things were 
really hot. We thought later that we were going to need $900,000 in 
anticipation of any trouble in connection with the school segregation 
cases. We recruited a corps of deputy marshals and had to bring 
them in there with others already on the rolls, and to pay their travel 
expenses, Overtime, and premium pay. The result was that in mar- 
shaling this specific task force we authorized obligations of some 
$390,000. 

Mr. Rooney. You want to change this requested amount from 
$900,000 to $390,000 ¢ 

Mr. Anpretra. No, sir; that threw us behind in some of our reg- 
war operations and also the fact that we are running over on some 
of our litigation expenses in the U.S. attorneys offices. 

Mr. Rooney, you know that we always come baek for litigation 
costs on the U.S. attorneys appropriation. 

Mr. Rooney. I understand that, but did you not get this request 
for $900,000 approved in the Bureau of the Budget on the basis that 
it was to meet extraordinary situations arising in certain districts as 
a result of the Supreme Court decision on school integration ? 

Mr. Anpretra. That is right. 

Mr. Roonry. How do you now justify any more than $390,000? 

Mr. Anpretra. Except this: It will save our coming back for an- 
other supplemental appropriation. 

Mr. Rooney. You are the best man on supplementals I know of. 

Tell us about the $390,000. What are the details with regard 
thereto ? 

Mr. Anpretra. The details are $156,000 for personal services. That 
is—— 

Mr. Roonry. How many people? 

Mr. Anpretra. For “Personal services” ; that is $280,800 for special 
deputy marshals. 

Mir. Tromas. How many are youasking for? 

Mr. Anpretra. A total of 110 special deputy marshals were em- 
ployed. 

Mr. Rooney. For how long and how much? 

Mr. Anpretra, They were on per diem pay, so the rate—— 

Mr. Roonry. Could you break that down? Is this a buckshot 
approach or can you break down this $390,000 ? 

Mr. Anpretra. Yes, sir. 

$280,800, as I say, is for personal services which were— 

Mr. Rooney. I am talking about a little further breakdown than 
that, Mr. Andretta. 

Mr. Brown. Mr. Chairman, they were appointed generally for a 
period of 3 months and the actual period of service varied within that 
3-month period. Wecan give you a breakdown of that. 
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Mr. Roonry. What else besides that ? | 
Mr. Anpretra. $80,000 for travel expenses. | 
Mr. Rooney. Where do you hire these people ? 


Mr. Anvretra. They were hired in neighboring areas and some very 





few locally. They were taken on by the marshals in adjacent dis. 01 
tricts but not in that particular area. Then others were broughj 
in " 

Mr. Rooney. They are all off the payroll now? 

Mr. Anpretra. Yes, sir; they are all off now. 02 

Mr. Rooney. What ‘else? 04 

Mr. Anpretra. We had to buy special police equipment and sup. *e 

plies to the tune of $10,100 and we had a special communication sery. 09 
ice set up between here and that area such as a special telephone ling 15 
and other extra communication costs that we ran up in keeping in 
touch back and forth. That cost $5,200. 

We had some special contractual service; that is, for fees and , 
things like that, $1,000. “S 

Then we had the purchase of ammunition and other equipment, 
$7,700, and $5,200 in contributions on social security payments, which 
adds up to $400,000. 

Mr. Rooney. $400,000? You gave me $390,000 before. 

Mr. Anpretra. Yes, $390,000. 

Mr. Roonry. Which is it? 

Mr. Anpretra. It is $390,000, Mr. Chairman. 

Mr. Rooney. Will you please insert at this point in the record, if | 
you hope to get this money, some real details as to the number of 
people, for how long, how many days, what dates, and where they 6. 
came from, and so forth ? 

Mr. Anpretra. Yes, sir. E 

Mr. Rooney. And the rate of pay? 

Mr. Anpretra. Yes, sir. 

(The information follows:) > 

DETAILED INFORMATION CONCERNING THE ScHooLt INTEGRATION PROGRAM 

There were 110 special deputies engaged for the approximate period from he 
August 15 through November 30, 1958. Due to adverse local sentiment. it was 1 
necessary to employ the services of special deputies from the adjacent counties ] 
rather than the immediate local area. A general rate of $28 per day was fixed - 
for these deputies, and many were on duty 18 hours a day. 

In addition, 52 regular deputies were detailed to Little Rock during this period ] 


from the following districts: 





Alabama: Mississippi: Northern 
Northern Missouri: 
Middle Eastern 


Southern 
Arkansas: Eastern 
Colorado 


Western 
Oklahoma: 
Northern 


Georgia: Western 
Northern Tennesseee : 
Middle Eastern 
Southern Middle 

Illinois: Southern Western 

Indiana: Southern Texas: 

Kansas Northern 

Kentucky : Western Eastern 

Louisiana: Southern 
Eastern Western 


Western 
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Detail of obligations authorized 


Object classification 


01 Personal services Amount 
Temporary Cinploy MER .00—- 6 eee eee“ eee emis $265, 200 
Premium compensation for deputies from other districts__--_ 15, GOO 

otal ‘ietone ke vieee a 280, 800 

Oe NN oh a Sete as wea eeen San ae pe pene mae 80, 000 

7 -AMnmunication helyicee......._.___.... =. =4enn Eben 5, 200 

07 Qther contractual services_____-------------------------------- 1, COO 

08 Supplies and materials (ammunition mostly) -----_-------_------ 10, 100 

PIP ERNEEINE ( DUMGITES DU) ~~ 50 Sa Sacre nn ccm cemanain 7, 700 

15 Taxes and assessments (social security taxes) ---__------------~- 5, 200 
OI cers ahora eet sel hmm cance ass hoa te acs asp ep aa ta 390, 000 


Mr. Rooney. Are there any questions with regard to the item, 
“Salaries and expenses, U.S. attorneys and mi: arshals” 
Mr. Tuomas. No questions. 


WepnNEspAY, Marcu 4, 1959. 
Frees AND EXPENSES 
WITNESSES 


§. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY GEN- 
ERAL 

E. R. BUTTS, BUDGET OFFICER 

JOHN C. BROWN, ASSISTANT BUDGET OFFICER 


Program and financing 














1 
| 1959 | 1959 | 1959 increase 
| presently revised (+) or de- 
available estimate crease (—) 
Program by activities: 
1. Fact witnesses ; | $1, 475, 000 $1, 475,000 }___- Poa 
2. Expert witnesses_ F 225, 000 325, 000 +$100, 000 
Total program (obligations) ..._- et oe eS 1, 700, 000 | L 800, 000 +100, 000 
Financing: Appropriation. --. 1; 700, 000 | 1, 800, 000 +100, 000 
| | | 
Object classification 
1959 1959 1959 increase 
presently revised | (+) or de- 
available estimate | crease (—) 











07 Other contr actual services: 

Per diem of witnesses . . ..| $358, 000 $358, 000 Bs be 
Per die *m in lieu of subsistence _- a 235. 000 235. 000 . 
Mileage Se 790, 000 | 790, 000 : 
Expenses (Government employees) Sate ac dikes 45,000 | 45, 600 = 
NE COE. caninin Sims caiecnidatiein bi weeeies 47,000 | 47,000 i 
Mxpert Wickeeees....... 2s soc Lc cedscsccesdevcsuee 225, 000 325, 000 Ee _ +8100, 000 

Total program (obligations) ..........-..- abana | 4 700, 000 | 1 "800, 000 -+-100, 000 








Mr. Rooney. The next item is entitled “Fees and expenses of wit- 
nesses.” 
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It might be well if we inserted at this point in the record pages 23 
to 25, inclusive. 


(The pages follow :) 
(H. Doce. 58) 
FEES AND EXPENSES OF WITNESSES 
I eet terete tated ecetlendncaearniaciachodadaticcaittsenuendelmigtceniars : $100, 000 
a oc menesemencmranennanensnareraperenee = Se 
eee Gb LOC. o1, 2e0S.____.._._..__........-. 799, 424 
res 0) I. os, Se a 676, 647 
uaees Gemate Next Beal year... _........----- vs _ 1, 700, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


AMOUNT REQUESTED 


In addition to $1,700,000 currently available for the present fiscal year, it is 
estimated that $100,000 more will be required for expert witnesses and inform- 
ants, making a total estimate of $1,800,000 


EXPLANATION OF LANGUAGE CHANGES 


Delete : $225,000. Add: $325,000 

For the period July 1 through January 31, 1959, obligations incurred against 
the expert witnesses and informants limitation amounted to $189,975. “Based 
upon these commitments for 7 months of this fiscal year, it is estimated that the 
requirements for this function will amount to at least $325,000, or $100,000 over 
the present legal limitation. 

The number of expert witnesses engaged and their fees continue to increase. 
Larger fees are being paid to experts in the fields of finance, medicine, specialized 
sciences, real estate appraisals, etc., in keeping with inflationary trends in the 
costs of all personal services. 


GENERAL STATEMENT 


This appropriation provides funds for the payment of fees to witnesses appear- 
ing in the U.S. courts, and also compensation and expenses to special witnesses 
and informants that are authorized by the Attorney General. 

Experience over the years shows that it is impossible to control or project 
accurately in advance the amount of money needed for this appropr ii ition. 

This supplemental does not contain funds for “fact witnesses,” since it is 
believed that the current availability ($1,475,000) will meet our requirements 
for the current fiscal year. 


Comparative stalement by months (July through January) showing obligations 
1959 over 1958 for the limitation ‘‘Expert witnesses and informants”’ 





— ———— + _—____——__—_— — _ aaa asaneas: 


Month 1958 fiscal 1959 fiscal 





veal year 

ih ae aibeeviehawaled sien aioieinnien ‘ $48, 576 $32, 122 
hdd... ch aiisccitn otebi dunn dticeeiiel « iets aialiaian satidinth aris H 13, 758 4), 898 
September... ...._-..- ws code walls teieiabin : aad iia 11, 803 ¥), 350 
October 8 fala aks _ - lei tern aia 2h, 277 13, 728 
a ae ; ia ‘ 21, 722 19, 725 
A Se ee eee : eae - 8, 939 22, O11 
NEE veiectdbbh dsaviecscnanbbintiecéd= i wi “ 21,421 31, 132 

a ees aSacenenpeseee 162, 496 189, 975 





Note.—Increase 7 months of 1959 over same period 1958 is 16.9 percent 
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Mr. Roonry. The request is in the amount of $100,000 for this pur- 


pose and there is also a request for some language which appears be- 


ginning at page 85 of the committee pr int. 

What are the facts with regard to this? 

Mr. Anprerra. Mr. Chairman, as you know the witness appropria- 
tion is entirely uncontrollable. We pay for fact witnesses and expert 
witnesses out of this appropriation. The $100,000 is to bring us up 
tothe rate of expenditure that has been prevailing in the last couple of 


years. 


Mr. Rooney. You might need the $100,000. This is all an expert 
guess based on the rate of expenditure of funds, and if it is not used it 
reverts to the Treasury on June 30; is that correct ? 

Mr. Anprerra. That is correct. 


EXPERT WITNESSES 


Mr. Roonry. What about this requested language / 

Mr. Anprerra. The language covers expert witnesses. The cost of 
them has been going up steadily each year, we have had to come back 
and raise that limitation ev ery time. In 1960, we have requested that 
we not have a limitation because, again, we will face the inflationary 
cost of expert witnesses. 

Mr. Rooney. You can get along between now and June 30 without 
this language, can you not ? 

Mr. Anpretra. No, sir. We have already committed $180,000 in 
the first 6 months. 

Mr. Rooney. For what? 

Mr. Anpretra. For expert witnesses. 

Mr. Tuomas. Mr. Rooney, may I ask a question ? 

Mr. Rooney. Yes. 

Mr. Tuomas. Does the $100,000 directly tie into the limitation ? 

Mr. Roonny. Yes. 

Mr. Toomas. You have to lift your limitation if you give a dollar; 
am I right or wrong ¢ 

Mr. Brown. We are running all right on the fact witnesses. The 
increase is entirely in the expert category. We have to get the limita- 
tion raised on the amount available for experts. 

Mr. Tuomas. You have to raise your limitation if you give as much 
as $1? 

Mr. Brown. That is correct. 

Mr. Rooney. What are the details with regard to this? 

Mr. Brown. The obligations for the first 7 months of this fiscal year, 
are $189,975 as compared to $162,500 for the same period last year, 
which is almost a 17-percent increase. The increase we are asking for 
in the limitation is to cover that increase on an annual basis. 

Mr. Rooney. Are there any questions with regard to fees and ex- 
penses of witnesses ? 

Mr. Bow. How much is the increase for informants? 

Mr. Anpretra. We are spending less this year, Mr. Bow, for in- 
formants than we have up until now. 


Mr. Bow. That is all. 








“J 
~J 
CO 


Wepnespay, Marcu 4, 1959, 


FrperAL Bureau oF INVESTIGATION 


WITNESSES 


S. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY GEN- 


ERAL 
E. R. BUTTS, BUDGET OFFICER 
JOHN C. BROWN, ASSISTANT BUDGET OFFICER 


Program and financing 


1959 
preset tly 
available 


Program by activities 
1. Security and criminal investigations: 
1) Coordination , $4, 85 
») Maintenance of investigative records and com- 


5, 668 
(t 
munications systen 5, 534, 97 


76 
(c) Field investigations 77, 218. 627 


2. Identification by fingerprints a &, 095, 791 
3. Operation of criminal and scientific laboratory 1, 732, 227 
4. Training schools and inspectional services 69H, 218 
5. General administration oo stented dina ond 4, 230, 922 


Total prozram costs L02, 364, 429 


6. Relation of costs to obligations: Costs financed from 
obligations of other years, net (—)_. “ 1, 519, 625 
Total obligations 7 100, 844, 804 
Financing: 1959 appropriation available in 1958 1, 655, 196 
New obligational authority Soe edule ‘ ‘ 102, 500, 000 


Object classification 


| 1959 
} presently 
available 


DIRECT ORLIGATIONS 


. 2° 14, 075 


Total number of permanent positions. _....-. 
a] positions _. ; 4 


Full-time equivalent of all other 








Average number of all employees- ---- ie 13, 599 
Number of employees at end of year_. 13, 599 
01 Person a] Services: 
Permanent positions. ec ‘ $80, 528, 330 
Positions other t! permanent 16, 500 
Other personal services ba J ; 5, 414, 530 
Total personal services : 85, 959, 410 
02 Travel ‘ 3, 
03 Transportation of things inte gone 
04 Communication services_- Faken 1, 605, 216 
05 Rents and utility services... --. ‘ : bs 466, 220 


06 Printing and reproduction 171, 990 


07 Other contractual services 1, 675, 334 
08 Supplies and materials ‘ 1, 398, 508 
09 Equipment ; 1, 905, 059 
11 Grants, subsidies, and contributions. ‘ 4, 473, 150 

ind indemnities 71,000 


13 Refunds, awards, 
15 


Taxes and assessments 265, 200 


Total program costs -| 102,364, 429 


Relation of costs to obligations: Costs financed from obliga- 
tions of other years, net (—)-. OE Ee 7 —1, 519, 625 
I aries pectic 100, 844, 804 


$5 356, 299 
6, 104. 4 
84, 400, 073 
&, 906, 730 


1, 519, 62 
110, 4 sO)4 
1, 196 


959 
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aay 8s 
35, 508 
, 730, 216 
466, 220 


171, 990 


1, 699, 334 
1, 398, 508 
1, 905, 059 
4,954, 500 
71, 000 
287, 


111, 975, 429 
—1, 519, 625 


110, 455, 804 


AD 


1959 increase 





9, 611, 000 


%, 611, 000 


1959 increase 


$8, 366, 860 

1, 650 
539, 990 
8, 908, 500 


175, 000 


24, 000 


481, 350 
22, 150 
9, 611, 000 


9, 611, 000 
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Mr. Roonry. If there are no further questions, we shall now turn 
to page 86 of the committee print, the item entitled “Federal Bureau 
of Investigation, Salaries, and Expenses. - 

The request is in the amount of $9,611,000, of which $175,000 1s 
for postage increases and $9,436,000 is for pay Increases. 

Who will direct himself to justification of this request? 

Mr. Anpretra. I will, Mr. Chairman. 

Mr. Rooney. It might be well if, at this point, we inserted in the 
record pages 5 through 7 of the justifications. 

(The pages follow :) 


JUSTIFICATION FOR SUPPLEMENTAL APPROPRIATION REQUEST, $9,611,000, FiscaL 
YEAR 1959, FepERAL BUREAU OF INVESTIGATION 


A supplemental appropriation in the total amount of $9,611,000 is required 
by the Federal Bureau of Investigation for the fiscal year 1959 to cover (1) in- 
creased pay costs in an amount of $9,436,000 resulting from the provisions of 
Public Law 85-462, approved June 20, 1958, and (2) increased postage rates 
effective August 1, 1958, provided by Public Law 85-426, approved May 27, 1958. 
Separate justifications of these items follow : 

PAY INCREASES—PUBLIC LAW 85-462 

The $9,436,000 being requested for the fiscal year 1959 to cover the cost of pay 
increases provided by Public Law 85462 is needed because the statute was 
enacted subsequent to congressional action on appropriations for that fiscal year. 
The increases are mandatory and beyond administrative control. There are 
no funds available from any source with which to meet these additional costs. 


POSTAGE RATE INCREASES PUBLIC LAW 85—42¢ 


An amount of $175,000 is required for the fiscal year 1959 to cover the in- 
creases in postage rates which went into effect August 1, 1958, as a result of 
Public Law 85-426, approved May 27, 1958. As in the case of the pay raises, 
the postage rate increases are mandatory and cannot be administratively con- 
trolled. No savings are available from current funds to meet the edditional 
cost. A breakdown of the $175,000 increase by types of mail service follows: 


a a ae J a : $44, 641 
ff. ; — AUB SD BAZ Leste y. : 114, 517 
NR cnscncicne piece piace : ae : : . 15,842 


Total Beech dati spcia aiat 175, 000 

The FBI is unable to absorb any of the additional pay increase costs and the 
added costs resulting from the postage rate increases. It is imperative that 
the FBI obtain supplemental funds to defray these costs because increased in- 
vestigative activity, attributable to a number of factors, has resulted in increased 
costs of operation. 

The FBI field staff has been particularly hard-pressed to handle increasing 
workloads concerned with the security of the Nation and to handle the great 
increase in work resulting from the outbreak of bombings and threats of bomb- 
ings to religious and educational institutions throughout the country. There 
has also been a marked increase in many categories of criminal-type work under 
the Bureau’s jurisdiction. In addition, new legislation passed subsequent to 
the submission of the Bureau’s budget request for the fiscal year 1959 has further 
expanded its responsibilities and has added to our cost of operation. 

This Bureau, as a result of these added workloads and increased demands 
on its manpower, has thoroughly examined its operations and procedures in 
order to effect every economy in its cost of operations. Despite the Spartan 
economies effected, our resultant costs of operations do not permit further 
absorption of any additional costs. To do so would seriously impair our in- 
vestigative activities in these fields so essential to the internal security of our 
country. 
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Mr. Anpretra. Mr. Chairman, this item is strictly for legislative 
increases. In other words, the pay raise and the increase in posta] 
rates. 

Mr. Roonry. The postal rate increase is mandatory. 

Tell us about these pay increases and what effect, if any, a cut of 
10, 15, 20, or 25 percent would mean ? 

Mr. ANpretta. This would have a very drastic and critical effect 
on the operations of the FBI. It just would mean they would have to 


close up shop in June. You can see what would happen to the 
protection 


Mr. Roonry. For how long? 

Mr. Anvretra. For at least 1 payday. 

Mr, Rooney. When you say, “1 payday,” you mean 2 weeks? 
Mr. Anpretta. That is right ; 2 weeks. 

Mr. Rooney. Are there any questions with regard to this? 
(No response.) 





WeEDNeEsDAY, Marcu 4, 1959. 


Bureau OF PRISONS 


WITNESSES 
J. V. BENNETT, DIRECTOR 
R. W. MEIER, BUDGET OFFICER 
S. A. 


ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY GEN- 
ERAL 


E. R. BUTTS, BUDGET OFFICER 
J. C. BROWN, ASSISTANT BUDGET OFFICER 


SALARIES AND EXPENSES 


Program and financing 


1959 1959 
presently revised 1959 increase 
available estimate 
Program by activities: 
1. Custody, care, and treatment of prisoners in Federal 
institutions: 
(a) Custody ‘ $15, 795, 000 $15, 807, 000 $12, 000 
(b) Subsistence (including fart ning operations) - - 5, 435, 000 5, 646, 000 | 211,000 
(c) Education and welfare. - -- 2, 615, 300 2, 633, 300 18, 000 
(d) Clothing, allowances, medical expenses re- | 
leases, and transfers - - 2, 093, 700 2, 204, 700 111, 000 
2. Maintenance and operation of institutions 9, 468, 000 9, 668, 000 200, 000 
3. Medical services oss 1, 906, 000 1, 906, 000 
4. General administration _-__- 907, 000 907, 000 
5. 1959 program obligated in 1958___- 1, 312, 896 1, 312, 896 
Supplemental required for pay purposes - - - ~2, 447, 000 2, 447, 000 
Total obligations__- 34, 460, 104 37, 459, 104 2, 999, 000 
Financing: 1959 appropriation available in 1958 1, 312, 896 1, 312, 896 
New obligational authority - _- ? 35, 773, 000 38, 772, 000 2, 999, 000 
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Object classification (obligation basis) 





| 1959 1959 | 
| presently | revised 1959 increase 
available estimate 


01 Personal services: 
Permanent positions. nett 
Positions other than permanent... 
Other personal services 





} — 


eS eee 


Total personal services .. : ------| 24,868,000 24, 868, 000 wet 
02 ‘Travel. a ‘ rete a acilaichall 394, 000 | 419, 000 $25, 000 
(3 Transportation of things ; pecaeanae camod 297, 000 317, 000 20, 000 
04 Communication services__ ieickstenn ala ‘ ; | 177, 000 188, 000 11, 000 
0 Rents and utility service...................-.. j ee 835, 000 853, 000 | 18, 000 
06 Printing and reproduction aaa ‘ eS 36, 000 | 38, 000 2, 000 
07 Other contractual services -._--.--- ; s 388, 000 | 396, 000 | 8, 000 
08 Supplies and materials..............-.------ ee 7,342, 000 | 7, 809, 000 | 467, 000 
En <n dcokisanagnnsacpaaane a 577, 000 | 577,000 |....-- id 
11 Grants, subsidies, and contributions-_--_-..---.-- Sa 1, 650, 000 | 1, 600,000 }.......-.... 
13 Refunds, awards, and indemnities--....-....--.-- -| 40, 000 41, 000 1, 000 
15 Taxes and assessments - aeitoa a tate, ae 10, 000 | 10, 000 |... 

NN iis eth id be . ‘. oid 36, 614, 000 37, 166, 000 552, 000 
Deduct quarters and subsistence charges - . aie 300, 000 300, 000 ee 
1959 program obligations in 1958... ce a-n-gee| “1, 515908] “13th ee 
Supplemental required for pay purposes é — 2, 265, 000 s 2, 265, 000 





Total, Bureau of Prisons. 35, 553, 104 





ALLOCATION TO PUBLIC HEALTH SERVICE, DEPARTMENT OF 
HEALTH, EDUCATION, AND WELFARE 


01 Personal services: 


Permanent positions 1, 716, 400 1, 716, 400 | 
Positions other than permanent 1, 300 1, 300 |_- 
Other personal services . 33, 200 | 33, 200 |. 
Total personal services 1, 750, 900 1, 750, 000 | 
02 Travel : mpm ; Sia atin E ‘ 14, 000 14, 000 
03 Transportation of things ; 34, 000 34, 000 
07 Other contractual services a , pasfiliit ; 3, 400 3, 400 
11 Grants, subsidies, and contributions: Contributions to | 
retirement fund-._- . ee ee ae aie aa 94, 700 94, 700 | 
15 Taxes and assessments : = 9, 000 9, 000 
Supplemental required for pay purposes - Suis cciakaenee — 182, 000 a 182, 000 
Total, Public Health Service. __................--.-. 1, 724, 000 1, 906, 000 182, 000 


Mr. Roonrey. We shall now proceed to page 87 of the justifications. 
The request is in the amount of $2,999,000 for the Federal prison 
system under “Salaries and expenses, Bureau of Prisons.” 

We shall at this point in the record insert pages 1 through 5 of the 
justifications. 

(The pages follows :) 


SALARIES AND EXPENSES, BUREAU OF PRISONS 


ES SO TE ee aN sovadteiaaniieain, ae 
IE A I aaa th na ania merck Niel iaeciahi oie 35, 773, 000 
Obligations to Dec. 31, 1958_._--.-----_- sp aneiegbneectigmisipetcasabinaneanns * 20, 836, 847 
CANON D ORRIN CGE ROO as BI cats seperti pphtestes etiobnriaeunyseomeen 16, 591, 7438 
Enee, Gene DUOC TCR WON rk cect etewboniese 41, 600, 000 


2 Includes $1,312,896, 1959 funds obligated in fiscal year 1958. 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Due to circumstances not foreseeable at the time the annual estimates for 
fiscal year 1959 were submitted to Congress, because of the higher and uncon- 
trollable workload, and as a result of new legislation, there are insufficient funds 
in this appropriation to complete the year without incurring a deficit. Additiona] 
funds are required for the purposes listed below and a narrative justification 
for each item also follows: 

Purpose: Amount 
Pay increase__ is ed ilsdicba an icles ty steal soon acest atesiben cael ater wvates “any Oe 
gs ee ee cee ee ee 194, 000 
Replacement of depleted inventories______~ sige Se wana gai $a 358, 000 


Total_ ine ciecpall aR iy lian stomachs ee eee 


Pay increase, $2,447,000 


This amount is required to finance the cost of the general pay increase pro- 
vided for all Classification Act employees under Public Law 85-462 and the 
salary increases included for commissioned officers of the Public Health Service 
under Public Law 85-422. The full amount is required since no savings can be 
accrued in the regular appropriation because of the sharply increased workload 
in the Federal prison system. 

The total prisoner population is the real measure of workload and is expected 
te reach a peak of 22,S00 in fiscal vear 1959 as compared to 21,736 in 1958. With 
the critically overcrowded institutions and the higher, more vicious, 
gressive prisoner 
needed at all times 


and ag- 
population the full authorized complement of employees is 


The total required for pay increase purposes is made up of the following: 


Burean of Prisons personnet!: 


Personal services $2, 121, 000 
Retirement and insurance contributions 144, 000 
- $2, 265, 000 
Public Health Service personnel : 
Personal services (classified employees ) 77. 000 
Personal services (commissioned officers) 105, 000 
— 182,000 
Total 


2, 447, 000 
The pay increases for the Bureau of Prisons personnel and the Public Health 
Service classified employees were computed by taking 10.2 percent of the net 
eost of the total personal services funds required for 1959 plus the cost of the 
increased retirement and insurance contributions resulting from the pay in- 
crease. The contributions were computed by taking 6.83 percent (6.5 percent 
for retirement and 0.33 percent for insurance) of the applicable increases. The 
cost of the pay increase for the Public Health Service commissioned officers was 
computed on the basis of the actual increase for each officer on the rolls. 


Increased prisoner population, $79 4.000 


The 1959 appropriation includes funds for the direct care of prisoners based 
on in'average population of 21,300. 

An unanticipated and unprecedented increase in the number of prisoners in 
our care during the first 6 months of the current year, climaxed by a peak of 


x 
21,995 on December 18, 1958, dictated a revision of the estimated average for the 
year. This total was 1,130 higher than a year ago and 1,547 higher than 2 years 
ago. 
The number of prisoners in institutions of the Federal prison system is always 
substantially higher in the last half 


of the fiscal vear than in the first half 
Current studies and surveys of population trends, sentences, parole rates, time 
served, and so forth, indicate that the average population will be at least 22 000 
for fiseal vear 1959. The perk pepulation is expected 


i 


to reach 22.800 before 
June 30, 1959. The additional funds required for this activity 
on the basis of an increase of 700 prisoners at 
per day, or $194,000. 


are computed 
a daily cost of 76 cents per man 
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| Replacement of inventories and h igher cost of supplies and services, $358,000 


‘s for The increase requested is urgently needed to enable the Federal prison system 
neon- | to operate at previous program levels and to bring inventories of critical sup- 
funds | plies up to a safe margin. It is of the utmost importance because our institu- 
tional tions are critically overcrowded—not only with numbers of prisoners, but with 
ation many more of the difficult types—long-term offenders in for serious crimes, 


aggressive, assaultive, and dangerous men who will attempt escape at the first 
opportunity. Since the institution allotments have been insufficient this year, 


> ae the supply inventories have had to be reduced and needed maintenance 

(, 000 necessarily postponed. 

4, 000 The total is required for the direct care of prisoners and for the day-to-day 

>» 900 maintenance and operation of the institution plants and facilities. Involved in 

, 000 direct care is the food, farm, clothing, medical, welfare, custodial, educational, 

vin and release supplies and services. The cost of maintaining and operating all 
the utility services, motor vehicle fleets, buildings, roads, walks, and grounds 

pro- together with all administrative services and employee transfer expense is in- 

1 the cluded under the maintenance and operation heading. 

ten CARE OF PRISONERS 

in be 

‘load Reports from the institutions reflect sharp increases in the cost of commodi- 
ties and services for the direct care of prisoners. Farm production, while 

cted higher at the majority of our institutions, has reflected losses at some locations. 

With At Alderson, W. Va., the vegetable crop was an almost total loss because of a 

| ag- very wet growing season and the increased cost for commercial canned goods 

“S18 alone will be about $12,000. At Terre Haute, Ind., and Chillicothe, Ohio, flooded 
fields resulted in losses of crops and soil erosion costing in excess of $20,000. 


oO 


The 33 percent increase in postage rates will cost about $30,000 throughout the 
service, making a total of $62,000 for specific and abnormal needs this year. 
Inventories have been reduced and many institutions have found it necessary 
to reduce program needs to stay within their allocations. 

, 000 We have been unable to keep up with the rising cost of supplies and services. 
During the fiscal years 1957 and 1958 prices of the commodities making up 72 
| percent of the direct care-of-prisoners expenditures increased by 7.6 percent, or 

$468,000, according to the price index of the Bureau of Labor Statistics. The 





, 000 increase allowed for higher direct “care” prices in the appropriation during the 
—... { same period and for fiscal year 1959 totaled only $228,000, or 4 percent, thus 
,000 | reflecting a shortage of $240,000 in fiscal year 1959 for price increases of the 
current and 2 previous years. 
eo To summarize the additional care-of-prisoners needs: 
the For specific farm losses and postage rate increase_________-________-__ $62, 000 
in- Difference between higher prices and increases allowed, fiscal years 
cent PI tcondarwshnsenses tlle acdeae-sneeretpenceeliiesiaielnatareiesal AD a Eien nial ta lela 240, 000 
The eos 
was puptotel. 2s af Ree RASTA EY B72 oe 3h eh 2 S02; 000 
Less estimated amount to be absorbed through increased farm production 

and intensified acquisition of surplus supplies 5 eee ee 
ised Total requested for care of prisoners ahipe ag poaipateg sdeoe aoaekectea ea 158, 000 
s in MAINTENANCE AND OPERATION 
x of 
the Increased costs resulting from higher prices of supplies and services, increased 
ars consumption due to the higher inmate population and deferred maintenance will 


require $200,000 additional for the maintenance and operation of the institution 
ays plants. 


alt. The gross cost of the three major utilities—fuel, water, and electricity—in- 
ime creased due to higher prices and population by $121,264 in 1958 over 1957. In- 
O00 i creases in the cost of other commodities used in the maintenance functions aver- 
‘ore aged 2.4 percent in the past year for a total of $67,000. Increased consumption 
ted of commodities such as minor equipment, cleaning supplies, administrative items, 


nan | vehicle supplies, ete., due to higher population during the current year will cost 
$66,000. - The backlog of deferred minor maintenance jobs likewise has increased 
from $238,000 a year ago to $276,000 in the current year. Prompt action on these 
projects is required to maintain the institutions in a safe and economical operat- 
ing condition. 

87458—59——_50 
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In addition, we have experienced some uncontrollable increases in the current 
year including higher water rates at Englewood, Colo.; Lewisburg, Pa.; Peters. 
burg, Va.; and Texarkana, Tex.; increased sewerage rates at La Tuna, Tex., ang 
Springfield, Mo.; freight charges have gone up as well as passenger transportg- 
tion costs and the cost of gas, coal, electricity, gasoline, fuel oil, building mate 
rials, and cleaning supplies. These current increases will have to be absorbed 
somehow. To summarize, the $200,000 requested is computed as follows: 


For increased cost of utilities in fiscal year 1958 by reason of higher 


a rie tte in tnncceth glam cieeniciiiancindets ie aoabmiiatie nasal nieaten ina ek slg dar tereriniaannin $121, 000 
Increase in cost of other maintenance supplies and services 67, 000 
Increased consumption of maintenance supplies and service because 

I «I i ain een eereeoongumneinairiny sm ineper ey ; ses 66, 000 
To reduce backlog of minor maintenance jobs to about the 1958 level 43, 000 

a icin cere ei enasiemnenen Se _.. 297,000 
Less, increase for higher prices allowed in 1959 appropriation_ ._. —97,000 
Total requested for maintenance and operation 200, 000 


Mr. Rooney. $2,999,000 as requested is made up of three items: 
one, pay increases in the amount of $2,447,000: increase of popula- 
tion, $194,000; and to replace “depleted inventories,” $358,000. 

What do you have to say about this, Mr. Bennett ? 


PAY ACT INCREASE 


Mr. Bennetr. Mr. Chairman and gentlemen, the pay increase item 
is the 10.2 percent authorized by the last Congress. 

Mr. Rooney. What was your total pay increase money ? 

Mr. Bennett. $2,447,000. 

Mr. Rooney. You have not been able to absorb any of it? 

Mr. Bennett. No, sir. We cannot absorb any of it, Mr. Chairman, 
because of the steadily increasing population in our institutions. 

There has been no letup in pressures. 

Mr. Tuomas. Will you yield to me, Mr. Chairman ? 

Mr. Roonry. Yes. 

Mr. Tuomas. Did I not read in the paper the other day where your 
friend, the President, bestowed or hung upon you a great big medal 
for distinguished Federal civilian service ? 

We just want to join and commend Mr. Bennett, too. 

Did I understand you to say that you did not absorb any of the 
pay raise? 

Mr. Rooney. No. 

Mr. Tuomas. Did they take that into consideration before they 
hung that big medal on him ? 

Congratulations, anyway. 

Mr. Rooney. He did not come along with this story until after he 
received the medal. He was certainly entitled to the medal, though. 
I think he is one of the greatest public servants we have in the Govern- 
ment even though we disagree very often. 

Mr. Bennett. I would like to say that, by way of absorbing some 
of the pay raise, we have had an increase, in the past year, of approxi- 
mately 1,100 men in our institutions without additional employees. 
And I appreciate very much your complimentary remarks, Mr. Chair- 
man and Congressman Thomas. It was indeed a great honor to receive 
the President’s award for Distinguished Federal Civilian Service and 
I value it very highly. 
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Mr. Tuomas. If you get by Mr. Rooney, that will be all right with 
me. 

Mr. Bennerr. Under our ratio of five prisoners per employee we 
would have been entitled to some 200 additional employees. There 
is not a single additional employee requested in this supplemental. 

Mr. Rooney. What would be the consequences of a cut in this 
$2,447,000 ¢ 

Mr. Bennerr. Mr. Chairman, I really do not know. I have given 
a great de: al of thought to that matter before I came up here. Wecan- 
not close down these i institutions. 

Mr. Roonry.. You cannot send the prisoners home for a couple of 
weeks / 

Mr. Bennerr. We cannot send the prisoners home for a couple of 
weeks or furlough them. I do not know what we would do other 
than to try and hold back the prisoners in the local jails so as to cut 
down on the ingress. Perhaps we would have to take more goods off 
of our shelves and further deplete our inventories. We are already 
running behind because of higher prices and prisoner population, and 
we would have to simply postpone, Mr. Chairman, this supplemental 
appropriation for your committee to consider another year. 


INCREASED PRISONER POPULATION 


Mr. Roonry. What is the basis of this requested $194,000 for in- 
creased prison population ! ¢ 

Mr. Bennett. That is to take care of the food, clothing, ete for the 
additional— 

Mr. Roonry. This is based on a formula of 76 cents a day per in- 
mate ¢ 

Mr. Bennerr. You have a wonderful memory, Mr. Chairman. 

Mr. Roonry. I just looked at the page. It is very simple. 

Mr. Bennerr. That is correct, sir. 

It is 76 cents per man per day for the cost of food, clothing, release 
items, and so on. 

Mr. Roonry. Now we get to the interesting item. 


REPLACEMENT OF DEPLETED INVENTORIES 


Three hundred and fifty-eight thousand dollars “replacement of de- 
pleted inventories.” 

How do you have the nerve to come here with a thing like this? 

Mr. Bennerr. Those are the facts of life, Mr. Chairman. That is 
the amount of money needed to take care—— 

Mr. Roonry. You have every nickel that you asked for last year, 


do you not ? 


Mr. Bennerrt. Yes, but since that time we have had two or three 
things happen to us. We have had an increase in population and we 
have had a considerable increase in the price of many supplies and 
services—utilities, particularly. 

Mr. Roonry. You not only got everything you asked for last year, 
without a nickel cut, but you also got a new institution out in Arizona 
by courtesy of Senator Hayden. 

Mr. Bennett. Yes, sir; and it helped us with this ever-increasing 
workload. 
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You have a very sharp pencil, Mr. Chairman, and you kept us 
down to this 76 cents per man per day. We have had to absorb in. 
creases in the cost of practically everything for the direct care of 
prisoners. 

The cost of gas, fuel, water, electricity, and so on, also went up 
These have all been very carefully studied and I will be happy to— 

Mr. Roonry. Wait a minute. 

How much of the postal increase is in this $358,000 ? 

Mr. Bennerr. $30,000. 

Mr. Rooney. What else is in it? Do you have a breakdown of 
that ? 

Mr. Bennett. It is pretty well reflected, Mr. Chairman, in this 
statement on pages 4 and 5 of our justifications. 

Mr. Rooney. Where is the $30,000 mentioned ? 

Mr. Merer. The third paragraph on page 4, sir. 

Mr. Rooney. It will cost about $30,000 a year, it says. 

Are there any questions with regard to this, gentlemen ? 

Mr. THomas. No. 

Mr. Bow. Did I understand you to say that you would have to close 
up shop? 

Mr. Bennerr. No; I cannot close up shop. 

Mr. Bow. I did not think so. I thought you said you might have 
to close up shop and furlough these people and that was not my recol- 
lection at all. 

Mr. Bennerr. No, sir. I was being a little facetious at that point. 

I cannot close up shop and sleep nights with some of these fellows 
loose that we have. 

Mr. Bow. You would be running into a deficiency, would you not? 

Mr. Bennerr. It would simply be carrying our urgent needs over 
until next year. 

Mr. Roonry. Are there any questions concerning this item, salaries 
and expenses, Bureau of Prisons? 


Suprort or U.S. Prisoners 


Program and financing 





1959 1959 
presently revised 1959 increase 
available estimate 
Program by activities: Care of U.S. prisoners in non-Federal 
institutions (totel obl tions $2. 600, 000 $3, 100, 000 $500, 000 
Financing: New obligational authority 2, 600, 000 3. 100. 000 5). 000 
Object classification 
1959 1959 
presently revised 1959 increase 
availabk estimate 
07 Other contractual services $2, 583, 000 $3, 083, 000 $500, 000 
08 Supplies and materials 1, 000 1, 000 
11 Grants, subsid‘es, and contributions 15, 000 15, 000 
15 Taxes and assessirents 1, 000 1.000 
Total obligations ioe 2 600. OO 3, 100, 000 ADO. O00 
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ire of If not, we shall pass onto the final item under this heading which 

is entitled “Support of U.S. Prisoners” where the additional ‘amount 

it up, | of $500,000 is requested. 

0—— Before I ask questions with regard to this item, we shall insert 
pages 1 and 2 of these justifications at this point in the record. 


(The pages follow :) 


Support oF U.S. PRISONERS 


vn of 
seers wk ss isin enaiok es eels cena on wi dae Let eked Aden ed $500, 000 
this Bepropriation to date _.... -n-em ena wb epee A 2, 600, 000 
, Deations to Dee. S1, 19GB css ten epee win a ent see 1, 464, 178 
Expenditures to Dec. 31, 1958_----------- sa a acl es 881, 418 
Re OGLIRNEO, I0GES COME PORN ccs cccamubcedninwancenstecamae 3, 100, 000 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 
The Bureau of Prisons contracts with suitable state and local jails for board- 
ing Federal prisoners for short periods of time, such as before and during 
close trial, awaiting transfer to a Federal institution following conviction, or com- 


mitments for short sentences, The expenditures from this appropriation are 
directly related to the number of prisoners apprehended and committed to the 
yarious non-federal institutions and fluctuate in relation to the jail days. An 
have additional appropriation of $500,000 is requested to supplement the amount of 


col. $2,600,000 which has been appropriated for this purpose and will make a total 

of $3,100,000 available for the year. 

d The additional funds are required due to an increase in jail days and per 
yint, capita costs. Of the 194 contracts renewed in Fiscal Year 1958 some 37 percent 
lows were at higher rates which reflect an increased cost in 1959 of approximately 

$140,000. Since the start of Fiscal Year 1959, a total of 43 contracts have been 
renewed with an average increased cost of 29 percent for a total of about 
rot ? $55,000 for these contracts during the year 1959. As other contracts are renewed 
ver } ie time to time this year, the same ratio of increase can be expected. 
i The average cost of caring for Federal prisoners in the District of Columbia 
rieg i institutions in 1958 was $2.99 per man per day. Based on billings for the first 
; six months, this cost is expec ted to increase to $3.58 in 1959 or a total increase 
of $107,000 for the year. The cost of prisoners jail days in institutions, exclud- 
ing the District of Columbia, is expected to average $2.49 per capita for a total 
increase of $393,000 for Fiscal Year 1959. 

The amount of $2,600,000 appropriated for fiscal year 1959 actually pro- 
vided for only 1,027,668 jail-days at the estimated per capita cost of $2.53. The 
increase in the cost of prisoners boarded in the District of Columbia jail, the 
estimated increase in the contract cost of keeping prisoners in other non-Federal 
institutions and the overall increase in the total jail-days for the year result 

ease in a new and more accurate estimate of 1,157,250 jail-days at an average cost 
of $2.68 per man per day. A distribution of the revised estimates for 1959 
2 follows: 
), 000 District of Columbia Jail: 
1, 000 a, anita nen ee I a Oe 203, 700 
ldadis ne ee eet ks den sgca insti sh.cg anaes atmo anima iat to , 000 
ee me ete a Le Oh eee eee nates 3.58 
Other non-Federal institutions: 
PI ART cds csa nesses latipes ne itnninera cada ak iad Rdg tae i ie tienes 953, 550 
I ee EM ee $2, 371, 000 
ase rl PI is casein ath tan dah eainecrec inet nd iniaptartsas aoaberaietgiaeited $2. 49 
Total: 
pean "A I ee ee eek ee ae oe ee 1, 157, 250 
000 aa tated ice ht placebo eke tenketihn testbeds eben ebcndaniban tinh te $3, 100, 000 

-- a CN coe ie eect ae EIN oe ca a ee el oe $2. 68 

000 
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The appropriation language provides for the additional amount of $500,009 | 
for the same purposes, subject to the conditions set forth in the original appro. 
priation text. 


REPORT ON CONDITIONS PREVAILING IN LOCAL JAILS 


Mr. Roonry. What is this I read in this morning’s newspaper 
about your refusing to give some information to Congressman Moss? 

Mr. Bennett. About the disclosure of reports on the investigations 
and surveys we make, studies we make of local jails ? 

Mr. Rooney. That is right. 

Mr. Bennett. Yes. 

Mr. Rooney. That is in connection with the money to pay local 
prisons for the part of the population which is made up of Federal 
prisoners ¢ 

Mr. Bennett. That is correct, sir. 

Mr. Rooney. Tell us about that. 

Mr. Bennerr. Congressman Moss wrote and asked us if we could 
disclose the full text of these reports detailing the conditions prevail- 
ing in the local jails. We wrote back and said that these were reports 
used and needed for the operation of our institutions and in order 
to supply us with information to determine, incidentally, how much 
we should allow as per diem expenses for the board of prisoners. We 
relate the amount of money that we pay a local jail according to the 
amount of food, guards, services and so on. 

Mr. Rooney. Mr. Bennett, if we were to respectfully ask you to 
bring up every single one of those reports in order to get to the back- 
ground of this $500,000, I assume you would do so? 

Mr. Bennett. Delighted to do so, sir. 

Mr. Rooney. Is it your position that you do not feel the reports 
should be disseminated far and wide because it is an operation that 
you use in arriving at the amount of money you should pay and under 
what circumstances? 

Mr. Bennerr. That is correct, sir. These reports contain com- 
ments upon the character of the service rendered us, upon what be- 
comes of the funds we pay them, whether all of this money, frankly, 
goes to the purpose for which the contract provides, or whether it is 
used for other purposes. 

Mr. Botanp. You want to keep it confidential ? 

Mr. Bennetr. We are guests in these local jails and we have to 
work with these sheriffs and to disclose frankly all of these things 
would possibly result in our being put out of the jails. 

Mr. Rooney. The Subcommittee on Appropriations for the Depart- 
ment of Justice has seen many such reports over the years and has 
inspected them with the purpose in mind of determining whether or 
not your requests were justified. 

Mr. Bow. Would you yield to me at this point ? 

Mr. Rooney. Yes. 

Mr. Bow. I would like to say that Mr. Bennett has never refused, 


in any instance, to turn over material to the Subcommittee on Appro- 
priations for a determination of his budget. 
Mr. Roonry. That is exactly so. 
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SUPPORT OF U.S. PRISONERS IN NON-FEDERAL JAILS 


What about this requested $500,000 ¢ 

Mr. Bennerr. Mr. Chairman, you and I made the most intelligent 
guess we could as to how many prisoners we would have. 
~ Mr. Rooney. We were always guessing. 

Mr. Bennett. That is right. “We made that guess some 14 months 
ago and the crime rate has increased, Mr. Chairman, particularly 
among young people. There are more automobiles being stolen and 
more problems in law enforcement, particularly in certain areas of 
the country. The number of people arrested has increased and the 
per capita cost charged by the jails has increased. That is all there is 
to it. 

Mr. Rooney. If the money you request is not fully expended for 
the purpose for which it is requested, 1t would revert to the Treasury 
on June 30; is that correct / 

Mr. Bennett. Yes, sir. 

Mr. Roonry. This is on the basis of an expert guess in view of 
present conditions and trends with regard to rates, population, and 
so forth; is that correct ¢ 

Mr. Bennett. Yes, sir. 

Mr. Rooney. Are there any questions / 

Mr. Botanp. May I make an inquiry ? 


PEK DIEM COST PER PRISONER IN LOCAL JAILS 


What is the per diem cost, per prisoner, in these local jails? 

Mr. Bennerr. They average throughout the country, $2.68 per 
man per day. 

Mr. Botanp. Yours ts 76 cents per day ? 

Mr. Bennett. That is a different item. My item of 76 cents covers 
food, clothing, medical, educational, custodial, release costs, and so 
forth. It does not include personnel costs. 


REASON FOR SENDING PRISONERS TO LOCAL JAILS 


Mr. Botanp. What is the basis on sentencing these prisoners to 
Jocal institutions‘ How long! What is the short sentence? 

Mr. Bennett. First of all, we have a group that is there awaiting 
trial and there are the detained witnesses. In addition to that, they 
can serve in the local jails up to 1 year, and how long we keep them in 
those jails depends upon whether or not the jail is overcrowded. 
The situation nowadays is that the local sheriff wants us to take them 
out immediately because his jail is overcrowded. 

Mr. Botanp. Apparently, it is cheaper for the Bureau to keep 
these prisoners confined to local jails on the basis you have justified 
here, instead of transferring them to a Federal prison which might 
be fairly close ¢ 

Mr. Bennett. In some cases, yes and in some, no. 

Our major institutions operate less on overall cost than the average 
local jail. It depends on where the jail is. 

A jail in a large city like Los Angeles, Detroit, or New York, is 
usually more expensive. 

Mr. Botanp. That isall. Thank you. 








790 


WebDNEspDAY, Marcu 4, 1959. 


COMMISSION ON INTERNATIONAL RULES OF 
JUDICIAL PROCEDURE 


WITNESSES 


M. R. WILKEY, ASSISTANT ATTORNEY GENERAL, OFFICE OF LEGAL 
COUNSEL 


H. L. JONES, STAFF DIRECTOR 


S. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY GEN. 
ERAL 


E. R. BUTTS, BUDGET OFFICER 
JOHN C. BROWN, ASSISTANT BUDGET OFFICER 


SALARIES AND EXPENSES 


Program and financing 


1958 actual | 1959 estimate | 1960 estimate 


Program by activities: Commission and Advisory Committe¢ 
on International Rules of Judicial Procedure (total costs, 
obligations) 


$25, 500 $49, 500 
Financing: 
Unobligated balance brought forward_ 49, 500 
Unobligated balance carried forward : , 49, 500 
Appropriation (new obligational authority) -- aie 75, 000 


Object classification 


1958 actual | 1959 estimate | 1960 estimate 

Total number of permanent positions 
Full-time equivalent of all other positions__- 2 2 
Average number of all employees ne . 2 5 
Number of employees at end of year 4 
01 Personal services: Positions other than permanent $17, 15 $3 
02 Travel | 5 OOF 10, 000 
03 Transportation of things | 250 25 
04 Communication services 500 1, 800 
06 Printing and reproduction. _ ; 1, 000 
07 Other contractual services ; 500 1, 000 
08 Supplies and materials_- 300 200 
09 Equipment 1, 000 
15 Taxes and assessments. 200) a) 

Total costs (obligations) ...............__- 25, 500 49, 500 





Mr. Rooney. The final item is quite an astounding one entitled 
“Commission on International Rules of Judicial Procedure.” 

This is a request in the amount of $75,000 for'a period of 9 months 
from April 1, 1959. This Commission was set up on September 2, 
last, under Public Law 85-906. 

We shall at this point insert in the record pages 2 and 3 of these 
justifications. 
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(The pages follow :) 
(H. Doe. 58) 


SALARIES AND EXPENSES, COMMISSION ON INTERNATIONAL RULES OF JUDICIAL 
PROCEDURE 


Redueat for 9.months £roni Apri 1, 1000s6- 45. oc nent nqnwesenes $75, 000 
PURPOSE AND NEED FOR NEW FUNDS 


The act of September 2, 1958 (Public Law 85-906), established the Com- 
mission on International Rules of Judicial Procedure to “investigate and study 
existing practices of judicial assistance and cooperation between the United 
States and foreign countries with a view of achieving improvements.” The 
following are the statutory duties of the Commission : 

“(a) Draft for the assistance of the Secretary of State international agree- 
ments to be negotiated by him ; 

“(b) Draft and recommend to the President any necessary legislation ; 

“(¢) Recommend to the President such other action as may appear advisable 
to improve and codify international practice in civil, criminal, and admin- 
istrative proceedings ; and 

“(d) Perform such other related duties as the President may assign.” 

In addition, the Commission shall submit to the President reports for trans- 
mission to the Congress. Under existing law, its final report is required to be 
submitted prior to December 31, 1959. 

The new act also establishes an Advisory Committee of 15 members and auth- 
orizes the appointment of a Director of the Commission and an administrative 
staff. The act further provides that the Commission and Advisory Committee 
shall terminate and wind up their affairs prior to December 31, 1959. 

The three public members of the Commission are authorized to be compen- 
sated on a per diem basis of $50 when engaged in the actual performance of 
the duties of the Commission and are to be reimbursed for their travel, sub- 
sistence, and other expenses incurred hy them in the performance of such duties. 

In addition to the compensation of the public members of the Commission and 
of the travel and other expenses of the Commission and the Advisory Committee, 
it will be necessary to provide for the salaries and miscellaneous operating 
expenses of the director and administrative staff of the Commission. 

It is estimated that the compensation of the three public members of the 
Commission and the travel and other expenses of members of the Commission 
and the Advisory Committee will aggregate $27,000 in the current and ensuing 
fiscal years. In addition, the salaries of the director of the Commission and 
a proposed administrative staff consisting of two attorneys and three clerical 
employees and the necessary operating expenses of his office will amount to 
S48. 000 

Since the life of the Commission covers parts of 2 fiscal years, it is requested 
that the appropriation covering its activities likewise be made available during 
the 2 fiscal years involved. 


GENERAL STATEMENT 


Mr. Roonry. Mr. Wilkey, what do yo u have to say about this? 

Mr. Winxey. Mr. Chairman, the Commission on International Rules 

Judicial Procedure is a study group designed to study and ree- 
ommend possible treaties or possible legislation to assist the worki ng 
lawyers of the country and the litigants in American courts in obtain- 
ing evidence abroad, in the service of documents, and in the proof of 
forei ion law in American courts. 

For many, many years there has been frustration in litigation in 
this country and also in foreign courts, for that matter, when they 
would try to secure evide1 nce and documents for use in this country, 
because of the differences in legal systems of the various countries of 
the world. That applies not only between ourselves and the common 
law countries, but to a much greater degree between ourselves and the 








Latin American countries which are based, as you know, on the civil 
law. 

This Commission is to study and work out possible arrangements 
which will be formalized by treaties or agreements between the na- 
tions involved or, in some cases, by legislation recommended to the 
Congress to amend the Judicial Code of the United States to make 
proof of foreign law, the servicing of documents, and the gathering 
of evidence in foreign countries, possible. 

For example, the concept of eeraicg a deposition as we know it in 
out courts is not known in most foreign countries. 

In Switzerland, the law is so severe that a few years ago in litiga- 
tion arising from Holland, some Dutch people were thrown in jail 
for attempting to take a deposition. That was a violation of Swiss 
law. The Swiss regard that as an execution of the judicial function 
and the idea of two counsel sitting down with the court reporter 
and the parties present and the witnesses and taking a deposition 
which may or may not be used in court, is simply unknown to them. 
That would be done only by the judge and the judge would ask the 
questions, not the counsel. 

It is necessary to reconcile these different judicial philosophies to 
make working ‘arrangements to speed and assist litigation in our 
courts. Of course, the arrangement will be reciprocal and would 
help foreigners also get evidence from Americans for use in litigation 
in foreign courts. 

The Commission is composed of nine members, three public mem- 
bers being former Attorney General Brownell, who was elected Chair- 
man; Charles R hyne, immediate past president of the American Bar 
Association; Henry Holland, a private practitioner in New York and 
former Assistant Secretary of State for Latin American Affairs. 

Justice Breitel of the New York appellate division is on the Com- 
mission, Mr. Becker and Mr. Hanes of the State Department, as 
well as Mr. Rankin and myself .from the Department of Justice, 
represent the two Government agencies most concerned. 

I am the Secretary of the Commission and that is why I am here 
today. 

Mr. Rooney. Whois the director ? 

Mr. Wrixey. The staff director is or will be, Mr. Harry Leroy 
Jones, who is present here today. 

Mr. Roonry. He has to have a staff, according to this request, 
of two attorneys and three clerical employees ? 

Mr. Wicker. That is correct. 

Mr. Rooney. That will come to $48,000; is that right ? 

Mr. Wiikey. For the remainder of this year, December 31. 


HISTORY OF LEGISLATION RELATING TO COMMISSION 


Mr. Rooney. Who was the author of this legislation ? 

Mr. Wirxey. I do not know. It has been pending over a number 
of years and I do know that Mr. Jones has worked extensively in 
the field of what is known as judicial assistance and I know that 
he had a great deal to do in the formation of this work. 

Mr. Rooney. Maybe Mr. Jones would know. 

Mr. Wiikey. I am sure that he would. 
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Mr. Jones. Mr. Chairman, this legislation was initially sponsored 
by the American Bar Association in 1950 at its meeting here in Wash- 
ington. It was then taken up by the Department of Justice and the 
Department of State and legislation was introduced in the Congress 
at the joint request of the Attorney General and the Secretary of State. 

Mr. Roonry. You have answered everything up to now but by 
whom ? 

Mr. Jones. By whom? 

Mr. Rooney. Yes. 

Mr. Jones. Chairman Celler in the House and originally Senators 
Kilgore and Wiley in the Senate. 

Mr. Rooney. When this legislation passed the House, was any rep- 
resentation made to the House before they voted on it as to what it 
would cost ? 

Mr. Jones. I do not think so, Mr. Chairman. 

Mr. Rooney. Let me refresh your recollection. 


DISCUSSION OF COST OF COMMISSION 


Let us turn to page 1342 which starts colloquy with regard to the 
bill H.R. 4642, to establish a commission and advisory procedure on 
international rules of judicial procedure. There we will find that 
Mr. Walter informed the House—Mr. Walter was handling the bill 
for Mr. Celler of the Judiciary Committee— 


* * * J could not imagine the cost exceeding $5,000 at the most * * *. 


Now you come along and want $75,000. How could we get away 
with a thing like this? 

Mr. Jones. Mr. Chairman, I am unable to explain that statement. 
I have no idea of the reasons for making that statement. 

Mr. Rooney. Mr. Walter is a highly informed Member of the House, 
a very competent gentleman and lawyer of quite some standing. 

Mr. Jonns. Indeed he is. 

Mr. Rooney. I think we might insert at this point in the record the 
parts of pages 1342, 1343, and 1344 of the Congressional Record of 
February 3, 1958, which concern the passage of this bill in the House. 

(The pages referred to follow :) 


INTERNATIONAL RULES OF JUDICIAL PROCEDURE 


The Clerk called the bill (H.R. 4642) to establish a commission and advisory 
committee on international rules of judicial procedure. 

The SPEAKER. Is there objection to the present consideration of the bill? 

Mr. ASPINALL. Reserving the right to object, Mr. Speaker, and I do not intend 
to object if I get the right answers to my questions, will someone who is in- 
terested in this bill tell us approximately what it will cost? 

Mr. Water. As far as we know, the cost will be very nominal, because the 
study contemplated will not require the establishment of a large staff. Further, 
with the exception of the amendment including two representatives to be ap- 
pointed by the Attorney General and two who are officials of State governments, 
this bill is identical with a bill that passed the House by unanimous consent 
during the last Congress. 

Mr. ASPINALL. The gentleman from Colorado understands that, but this has 
an open-end authorization for an appropriation. If the gentleman will tell me 
what the extent of the appropriation may be, I am likely to withdraw my 
reservation. 

Mr. WALTER. I could not imagine the costs exceeding $5,000 at the most. 

Mr. Cevier. If the gentleman will yield, I agree with the gentleman from 
Pennsylvania that the cost would be very nominal, at most possibly to defray 
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the cost of some representative abroad. Most of the work will be done here 
by members of the American Bar Association and various other bar associations, 
as well as the State Department. 

Mr. ASPINALL. I withdraw my reservation of objection, Mr. Speaker. 

Mr. Gross. Mr. Speaker, reserving the right to object, this provides simply 
for a commission to study international rules of judicial procedures; is that 
correct ? 

Mr. WALTER. Precisely. And it is not contemplated that any legislation will 
be enacted, of course, without consultation with the appropriate congressional 
committee. 

Mr. Gross. It provides no legislation ? 

Mr. Watrer. It does not provide for any legislation at all. 

Mr. Gross. Mr. Speaker, I withdraw my reservation of objection 

The SPEAKER. Is there objection to the present consideration of the bill? 

There was no objection. 

The Clerk read the bill, as follows: 

“Be it enacted, etc.— 


“ESTABLISHMENT OF THE COMMISSION ON INTERNATIONAL RULES OF 
JUDICIAL PROCEDURE 


“SecTIon 1. There is hereby established a Commission to be known as the 
Commission on International Rules of Judicial Procedure, hereinafter referred 
to as the ‘Commission’. 

“PURPOSE OF THE COMMISSION 


“Sec. 2. The Commission shall investigate and study existing practices of 
judicial assistance and cooperation between the United States and foreign 
countries with a view to achieving improvements. To the end that procedures 
necessary or incidental to the conduct and settlement of litigation in State and 
Federal courts and quasi-judicial agencies which involve the performance of acts 
in foreign territory, such as the service of judicial documents, the obtaining of 
evidence, and the proof of foreign law, may be more readily ascertainable, 
efficient, economical, and expeditious, and that the procedures of our State and 
Federal tribunals for the rendering of assistance to foreign courts and quasi- 
judicial agencies be similarly improved, the Commission shal] 

“(a) draft for the assistance of the Secretary of State international 
agreements to be negotiated by him: 

“(b) draft and recommend to the President any necessary legislation 

“(e) recommend to the President such other action as may appear advis 
able to improve and codify international practice in civil, criminal, and 
administrative proceedings: and 

“(d) perform such other related duties as the President may assig! 


“MEMBERSHIP OF THE COMMISSION 


“Sec. 3. (a) The Commission shall consists of seven member The President 
shall apnoint three public members, the Secretary of State shall appoint tw 
representatives of the Department of State, and the Attorney General shall 
appoint two rerresentatives of the Department of Justice. The Commission 
shall elect a chairman from among its members 

“(b) Vacancies in membership of the Commission shall be filled in the same 
manner *s in the case of original designation 

“(c) Five members shall constitute a quorum 

“(d) Members of the Commission who are appointed by the Secretary of State 
and the Attorney General shall serve without compensation in addition to that 
received for their services in the Government 

“(e) The public members of the Commission shall each receive $50 per diem 
when engaged in the actual nerformance of duties vested in the Commission, plus 
reimbursment for travel, subsistence, and other expenses incurred by them in the 
performance of such duties. 

“(f) Service of an individual as a member of the Commission or employment of 
an individual by the Commission shall not be considered to be service or emplov- 
ment bringing such individual within the provisions of sections 281, 283, 284, 434, 
or 1914 of title 18 of the United States Code, or section 190 of the Revised 
Statutes (5 U.S.C. 99). 
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“THE DIRECTOR AND STAFF 


“Sec. 4. (a) The Director of the Commission shall be appointed by the Commis- 
sion without regard to the civil-service and classification laws, and his compen- 
sation shall be fixed by the Commission without regard to the Classilication Act 
of 1949, as amended. 

“(b) The Director shall serve as the Commission’s reporter, and, subject to 
the direction of the Commission, shall supervise the activities of persons em- 
ployed under the Commission, the preparation of reports, and shall perform other 
duties assigned him within the scope of the functions of the Commission. 

“(¢c) Within the limit cf funds appropriated for such purpose, individuals may 
pe employed by the Commission for service with the Commission staff without 
regard to the civil-service and classification laws, and services may be procured 
as authorized by section 15 of the act of August 2, 1946, as amended (5 U.S.C. 


-_s, 


55a), but at rates for individuals not in excess of $50 per diem. 
“ESTABLISHMENT OF THE ADVISORY COMMITTEE 


“Sec. 5. (a) There is hereby established a committee of fifteen members to be 
known as the Advisory Committee on International Rules of Judicial Procedure 
(hereinafter referred to as the “Advisory Committee”), to advise and consult 
with the Commission. The Advisory Committee shall be appointed by the Com- 
mission from among lawyers, judges, and other persons competent to provide 
advice for the Commission. 

“(b) Members of the Advisory Committee shall not be deemed to be officers or 
employees of the United States by virtue of such service and shall receive no 
compensation. Members: of the Advisory Committee who are not otherwise offi- 
cers or employees of the United States shall be entitled to travel and subsistence 
expenses as authorized by section 5 of the Administrative Expenses Act of 1946, 
as amended (5 U.S.C. 73b—2), for persons serving without compensation, in ac- 
cordance with the provisions of the Travel Expense Act of 1949, as amended (5 
U.S.C. 835-842). 

“GOVERNMENT AGENCY COOPERATION 


“Sec. 6. The Commission is authorized to request from any department, agency, 
or independent instrumentality of the Government any information it deems 
necessary, to carry out its functions under this act; and each such department, 
agency, and instrumentality is authorized to cooperate with the Commission and, 
to the extent permitted by law, to furnish such information to the Commission, 
upon request made by the Chairman or other member designated to act as 
Chairman. 


“ADMINISTRATION 


“Sec. 7. (a) For administrative purposes only, the Commission and the Ad- 
visory Committee shall be attached to the Department of Justice. 

“(b) The Commission shall render to the President annual reports for trans- 
mission to the Congress. 

“The Commission shall submit its final report and the Commission and the 
Advisory Commitee shall terminate and wind up their affairs prior to December 
31, 1959. 

“AUTHORIZATION OF APPROPRIATIONS 


“Sec. 8. There are hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, such amounts as may be necessary to 
earry out the provisions of this act.” 

With the following committee amendments: 

“On page 2, beginning on line 23, strike out all of section 3(a) and insert the 
following: 

* “Seo. 3. (a) The Commission shall consist of nine members. The President 
shall appoint five members, three of whom shall be public members and two of 
whom shall be officials of State government whose positions give them knowledge 
of judicial and quasi-judicial procedures in the States. The Secretary of State 
shall appoint two representatives of the Department of State and the Attorney 
General shall appoint two representatives of the Department of Justice. The 
Commission shall elect a chairman from among its members.’ 

“On- page 3, line 9, strike out the word ‘Five’ and substitute therefor the word 
‘Seven’. 
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“On page 5, line 3, strike out the comma after the word ‘judges’ and insert the 
following : ‘of Federal and States Courts,’.” 

The committee amendments were agreed to. 

Mr. McCormack. Mr. Speaker, I move to strike out the last word. 

Mr. Speaker, I notice this bill calls for the appointment of five members by the 
President, two by the Secretary of State, and two by the Attorney General, | 
just make the observat‘on in passing that, of course, politics should not be 
involved in a bill of this kind. But political connotations flow from every action 
or nonaction and I hope that when the bill becomes a law and the Commission 
is appointed that the President and the others who have the appointing power 
will realize that there are also outstanding lawyers in the country who are 
Democrats as well as lawyers who are Republicans. 

Mr. HorrMan. Mr. Speaker, I rise in opposition to the pro forma amendment, 

When you get through with rules to govern international bodies, will you do 
something to bring—what will we call it—commonsense and Consistency in the 
rules and decisions governing and applied by our local courts—the appellate 
and Supreme Court? 

Mr. Water. As far as the rules are concerned, I might suy they were pre- 
pared after the Congress adopted a similar resolution. If the rules are not 
applied, then the gentleman should direct his inquiry to another branch of 
our Government. 

Mr. HorrMan. Well, I do not know of any branch more powerful or any 
agency or any committee more powerful than the Committee on the Judiciary 
of the House of Representatives. If you can just get them to apply some rules 
of consistency to what they do so that a fellow would know when he is insane 
and when he is not insane and when he ought to be in jail and when he should 
not be in jail, it would be of help to some of us—to the people of the District. 

Mr. Speaker, I vield back the balance of my time. 

(Mr. Keating asked and was given permission to revise and extend his remarks 
at this point in the Record.) 

Mr. Keating. Mr. Speaker, H.R. 4642 is a bill which would establish a Com- 
mission and an Advisory Committee to study existing court practices and proce- 
dure in foreign countries and in the several States with a view toward recom 
mending simplified and uniform international rules of judicial procedure 

The bill is identical, except for one provision, to H.R. 7500, which, after exten- 
sive hearings in the 84th Congress, passed the House but died in the Senate 

Since World War II, Americans have been doing more and more business in 
foreign countries. This has meant steadily increasing business and commercial 
ties between the United States and the rest of the world. As a result of this in- 
creased commercial activity, a great deal of private international litigation has 
developed. In the course of this litigation it has been necessary for American 
lawyers to seek evidence or judicial documents abroad, to serve papers in other 
countries, and to obtain proof of foreign law to be introduced in our courts 

Unfortunately, since there are no uniform rules among the various nations, 
our lawyers have, all too often, discovered that the procedures normally fol- 
lowed in this country either do not exist or are outlawed in foreign countries 
Where there are procedures, they are often so cumbersome and time consuming 
as to be, for all practical purposes, unavailable. The only conclusion to be drawn 
is that existing forms of international legal procedure have not kept pace with 
the needs of the lawyer today. 

The measure before the House, in my opinion, represents the best forward step 
we can take in bringing the law up to date. It is only the first step, but we must 
certainly begin by making a thorough investigation and study of the many com 
plex problems presented by the various legal systems of the world. 

To accomplish this, H.R. 4642 would create a Commission and an Advisory 
Committee to study existing practices of judicial assistance and cooperation with 
a view to recommending improvements. 

The Commission would consist of nine members. Five of these members would 
be appointed by the President. Of these, three would be public members and two 
would be officials of State governments. Of the remaining nine the Secretary of 
State would appoint two representatives from his Department, and the Attorney 
General would appoint two from his Department. 

H.R. 7500, passed during the 84th Congress, provided for a Commission of seven 
members. H.R. 4642 has been amended to increase the membership to nine and 
to specify that two members of the Commission shall be officials of State govern- 
ments. This is the only respect in which the bill differs from that passed during 
the 84th Congress. 
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The Advisory Committee would be composed of qualified lawyers, judges, and 
other persons competent to advise the Commission in its work. This Committee 
would play an important role in formulating the Commission’s proposals and 
would closely supervise the work of the Commission. Ah. : 

As set forth in the bill, it would be the function of the Commission, after its 
studies and investigations, to draft, for the assistance of the Secretary of State, 
international agreements to be negotiated by him. It would also be expected to 
recommend to the President such action or legislation as it might deem advisable 
to improve international practices in civil, criminal, and administrative 
procedures. 

The approach this bill takes has been urged by the Department of State and 
the Department of Justice, and has the unqualified endorsement of the American 
Bar Association and numerous other associations representing members of the 
bar and State officials. 

The bill was ordered to be engrossed and read a third time, was read the third 
time and passed, and a motion to reconsider was laid on the table. 

Mr. Wirkxey. Mr. Chairman, may I say that subsequent to Mr. 
Walter’s statement there must have been considerable change in the 
idea of what the Commission would be, because the bill as passed calls 
for a statf director and other personnel, and for $5,000 one could 
get but one stenographer. The bill itself winds up authorizing 
$75,000. 

Mr. Roonry. Well, this bill was called up on the Consent Calendar 
and when the Speaker inquired if there was objection to the bill- 
consideration of the bill—Mr. Aspinall stated. 

Reserving the right to object, Mr. Speaker, and I do not intend to object if 
I get the right answers to my questions, would someone who is interested in 
this bill tell us approximately what it will cost? 

Mr. Wa tter. As far as we know, the cost will be very nominal, because the 
study contemplated will not require the establishment of a large staff. Further, 
with the exception of the amendment including two representatives to be 
appointed by the Attorney General and two who are officials of State govern- 
ments, this bill is identical with the bill that passed the House by unanimous 
consent during the last Congress. 

Mr. ASPINALL. The gentleman from Colorado understands that, but this has 
an open-end authorization for an appropriation. If the gentleman will tell me 
what the extent of the appropriation may be, I am likely to withdraw my 
reservation. 

Mr. Water. I could not imagine the cost’s exceeding $5,000 at the most. 

Mr. Wiikey. | cannot say on what basis that $5,000 statement was 
made, because the intent of the Congress when it passed it was to 
authorize $75,000 by the very terms of the act itself which provides 
what this Cominission is to do. It is impossible to operate on $5,000. 

Mr. Roonry. Maybe, you ought to try to get this passed in the 86th 
Congress, and see what would happen. 

Mr. Wirxery. We are under a duty to operate now. We have not 
a penny with which to operate. 

Mr. Rooney. Are there any further questions ? 

Mr. Bow. Mr. Chairman, if I may— 

Mr. Rooney. Mr. Bow. 

Mr. Bow. Mr. Wilkey, do I understand that the Justice Department 
now believes that there is some difference in the judicial proceedings 
of the various countries abroad ? 

Mr. Wirkey. Well, Mr. Bow, that is long recognized, and we want 
to do something about it in order to assist litigants in this country 
because litigants in this country are impeded by the inability to get 
evidence abroad, and since the end of World War II more and more 
private litigation involves evidence or some documents abroad that are 
impossible to get. 
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Mr. Bow. The manner of obtaining evidence and submitting eyi- 
dence abroad are considerably different than it is here? 

Mr. Wiikey. Yes, indeed. 

Mr. Bow. That is all, Mr. Chairman. 

Mr. Rooney. Are there any further questions? If not, we thank 
you, Mr. Wilkey, and gentlemen. 


WepNespay, Marcu 4, 1959, 
TREASURY DEPARTMENT 
Bureau or Accounts 
WITNESSES 


ROBERT W. MAXWELL, COMMISSIONER OF ACCOUNTS 

H. R. GEARHART, ASSISTANT COMMISSIONER OF ACCOUNTS 

JULIAN F. CANNON, CHIEF DISBURSING OFFICER 

CHARLES 0. BRYANT, ASSISTANT CHIEF DISBURSING OFFICER 

ROGER E. SMITH, ACTING ASSISTANT COMMISSIONER FOR ADMIN. 
ISTRATION 


SALARIES AND EXPENSES 


Program and financing 





Presently Revised Difference 
available estimate 
Program by activities® 
1. Processing deposits of withheld tax payments $1, 104, 194 $1, 248, 504 +-$144 400 
2. Financial reporting and maintenance of the Govern- 
ment’s central accounts . 1, 542, 099 1, 542, 099 ee 
3. Accounting and reporting development and internal 
audit 208, 376 208, 376 


4. Processing investments, loans, claims, collections, and 


surety bonds 181, 420 181, 420 
5. Supervision of the Federal depositary system ‘ 164, 277 164, 277 
6. Executive direction 102, 234 Selly BN Nt cinvcichtessnnibie 
7. 1959 program obligated in 1958 —4, 999 4,999 | ‘ 
Supplemental required for pay increase. -- - oeniiys —192, 600 |... +192, 600 
Total obligations bie ; sacbele ; 3, 105, 001 3, 442, 001 +337, 000 
Financing: 1959 appropriation available in 1958 sel eidaca 4, 999 4, 999 
New obligational authority. ........................ ‘ 3, 110, 000 3, 447, 004 +-337, 000 
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Object classification 




















———————— 
Presently Revised Difference 
available estimate 

j 

—— name hte i nk - J 

Total number of permanent positions. 339 a ES 

Average number of all employees. - 332 | 332 |.- ° 

Number of employees at end of year 332 | i aE Seen 

01 Personal services: 

Permanent positions. $1. 891, 192 $2, 901908 he ls 
Other personal services ‘ 9, 9lo | 9 916 |} .3s-..-34 22 
Total personal services... _.-.-. 1, 901, 108 | 1,901, 108 }|............ 

02 Travel... 4,000 | 4,000 |_. cape 

03 Transportation of things 2, 400 | ROM 1s aes S 

04 Communication services 22, 264 | AS Ioseobe<tenou 

05 Rents and utility services 51, 000 | 51, 00 baie te 

06 Printing and reproduction -- 125, 902 | 128, 160 +$2, 258 

07 Other contractuu services ; Fa itis 16, 000 | 16,000 |_..__- 

Reimbursements to Federal Reserve Banks_.___-__- 1, 034, 080 | 1, 176, 222 +142, 142 

08 Supplies and materiuls___- a 10, 440 | PO PO ten dddsabscecs 

09 Equipment. copes 11, 500 | BL DO Dimacesegouedha 

11 Grants, subsidies, and contributions. _- 123, 636 | I OEE toe ncn dens. 

15 Taxes and assessments- 270 | Sa are 

1959 program obligated in 1958__ _- al —4, 994 | —4, 999 oiafie 

Pay increase _- — 192, 600 | +192. 600 

Total obligations wise teenage ae 3, 105, 001 | 3, 442, 001 +337, 000 





Mr. Tuomas. The next matter for the consideration of the commit- 
tee is the request by the Bureau of Customs. 

We are delighted to have with us at this time Mr. Robert W. Max- 
well, Commissioner of Accounts, together with other representatives 
from this agency. 

We have an item here of the Bureau of Accounts entitled “Salaries 
and expenses,” in the amount of $337,000. 

Gentlemen, we would be glad to have a statement from you with 
reference to this request. 


GENERAL STATEMENT 


Mr. Maxwety. Mr. Chairman, I am the Commissioner of Accounts 
and shall be glad to make that presentation. 

Mr. THomas. You may proceed. 

Mr. Maxwe.i. Mr. Chairman, we appreciate this opportunity to 
explain our requirements for the supplemental for this year. 

I would like to say, first, that the Bureau of Accounts has a great 
many fiscal activities, most of which we have no control over the 
volume. We have two appropriations—one for “Salaries and Ex- 
penses, Division of Disbursement” covering disbursements which Mr. 
Cannon will explain. 
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The other appropriation is for “Salaries and expenses, Bureau of 
Accounts,” for the $337,000 you just mentioned. 

This appropriation covers all the other activities of the Bureay 
except the disbursing function. 

Mr. Tuomas. For the processing of deposits of withheld taxpay- 
ments, you are requesting $144,400, and your other item is the su 
plemental required for pay increase in the amount of $192,600, a 
ing a total of $337,000; 1s that correct ? 

Mr. Maxwetx. That is correct. 

Mr. Tuomas. Let us take a look over here at your breakdown of 
these two items. 


PROCESSING OF DEPOSITS OF WITHHELD TAXPAYMENTS 


What do you have in your first item of $144,400 with reference to 
the processing of deposits of withheld taxpayments? Does that in- 
volve salaries ¢ 

Mr. Maxwe tt. Salary increases in the amount of $192,600, and 
$54,400 for increase in volume of work. 

Mr. Tuomas. The $192,600 is your salary increase ? 

Mr. Maxwe .. Yes, sir. 

Mr. Tuomas. How do you break down your other item—your proe- 
essing item ? 

Mr. Maxwe tu. That is $90,000 for increased postal rates on account 
of Public Law 85-426. 


SCHEDULE OF SUPPLEMENTAL APPROPRIATIONS AND REVISED ESTIMATES 


Mr. Tuomas. At this point in the record we will insert page 6 of 
the justifications. 


(The page follows:) 
Schedule of supplemental appropriations and revised estimates 


1. Present appropriation or estimate_...._...--_..____...--~---~- $3, 110, 000 





es EP RENE CURR EOG BED Bieter te dence ene bnciggen — 4, 999 
3. Total amount available_________ re (Ren 
4. Apportionments: 
heres 876, 501 
Ne eas ee eee lara 835, 500 
Nn ee eg Sie ete aaianirgintrees 850, 500 


I MUI sch lease ln Sake ube kh Alek bine tonic binderad-abt-chahdeersd ached 542, 500 
Budgetary reserves_______.-------.-- Mirai ois. bicebebbalead lee sininieiat 


aiceeliates ineieannsbiaca meme euntiee - 105, 001 


on 


Total apportionments and reserves_-_ 


6. Obligations: 


I ais ccacteeebeerastillpneiinerramresoreree abel 875, 033 
I see ninpiertnte i imwetminaeees 836, 252 
I mccain a 851, 216 





4th quarter CI Se 879, 500 

oe Total actual and estimated obligations___._______._~~- __ 3, 442, 001 

ic aman UL I ON cinta scsiewanesoeenneonneien eM, 3, 105, 001 

9. Estimated supplemental required_____.____-_____-~_~ aoe. 387, 000 

10. Estimated supplemental included in latest budget____________~- » 282, 600 
11. Date needed: 

ee doe eununn wincemeanumairenm Apr. 1, 1959 


Ne na snnim eee vinin ional meaaaete May 1, 1959 
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12. Estimated expenditures from supplemental 
I ccna ntact agikonadocee and trtadstincoae eatinceencateeeeniantdnaretomnemiseeesige 


In budget Revised 
ai aietieceinditetnaneene nileipiaamasmmaongd iaiesaieaniiansaameals 
Fa purvent fiscal YOO? 406.0 cewe gence paigewewect ed GamgpocaqndeTatencnseapes sy $263, 900 $266, 158 


TREES CRON) FOUR... ne rcccccnccnsccneneneeseewenedcensnscnsasense 18, 700 70, 842 
OED DONE. 66 < oecgqananinerianins qo pnadestapenpekoogunnens 








13. Actual 1959 obligations by months 


NN a varn'ct we rgrerees eee il $222, 189.35 | November 1958_...----- $291, 384. 76 
NE AID ni carebeleerevers 292, 258.46 | December 1958......_--~ 329, 458. 01 
September 1958_.-------- 360, 585. 87 | January 1959_-.-.__--___ 221, 837. 62 
CODED DOG cin renee qeemesinee 215, 409. 31 


Mr. Tuomas. You do not show us too much in these justifications, 
gentlemen. 

Mr. Maxwe t. I think I can bring that out in connection with ex- 
plaining the $54,400 for processing depositary receipts. 

They both tie in together. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. At this point in the record we will insert pages 7 and 
8 of the justifications. 
(The pages referred to follow :) 


FiscaL YEAR, BUREAU OF ACCOUNTS 
SUMMARY 


The Treasury Department Appropriation Act, Public Law 354, 85th Congress, 
approved March 28, 1958, appropriated $3,110,000 for salaries and expenses of 
the Bureau of Accounts for the fiscal year 1959. Subsequent to the approval 
of the Treasury Department Appropriation Act, legislation was passed increas- 
ing the salaries of all employees and increasing first-class postage rates. In 
addition to these increases in expense resulting from recent legislation, the 
number of depositary receipts to be validated by the Federal Reserve banks 
will increase over the number included in the appropriation for the fiscal year 
1959. 

This supplemental request is to cover the cost of (a) the increased volume of 
depositary receipts to be processed by the Federal Reserve banks, (0) in- 
creased postal rates effective August 1, 1958, and (c) increased salaries result- 
ing from the Federal Employees Salary Increase Act of 1958, in the following 
amounts : 


1. Work volume: 
Processing 426,000 depositary receipts by the Federal Reserve 


I a a ed $52, 142 
Purchase of 426,000 depositary receipts and envelopes__._._..__- 2, 258 
OR As ei ii er) eee le hehehe deed 54, 400 
2. Increases resulting from recent legislation: 
IT UREN ices icacabbosciontiiniciaia daamctbcecstadeahiaeae iw conaiagl tea TS 192, 600 
ne Se ee sic cen tenieceenmelere antadan eerie 90, 000 
SO i ccticlct rl ieseanliansnenientiniaindec et OE 2a edd 282, 600 
OUD MOREA a 337, 000 
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These increased requirements are further described in the following para. 
graphs: 


DETAILED EXPLANATION OF SUPPLEMENTAL REQUIREMENTS 


PROCESSING DEPOSITS OF WITHHELD TAXPAYMENTS 


Under the Current Tax Payment Act of June 9, 1943 (26 U.S.C. 1622), em. 
ployees are required to withhold from the wages of employees amounts to be 
applied to their income tax liabilities. Regulations issued pursuant to this 
act provided that, where the total amount of tax withheld by a single em. 
ployer amounts to $100 or more monthly, such amounts must be deposited 
monthly in a Federal Reserve bank or other Government depositary designated 
for that purpose. Effective July 1, 1953, the depositary receipt method wags 
extended to include excise taxpayments of $100 or more monthly. 

The Federal Reserve banks, acting as fiscal agents of the Government, is- 
sue to each taxpayer (employer) a validated depositary receipt which ac. 
companies his quarterly return filed with a Director of Internal Revenue. 
The Federal Reserve banks are reimbursed from this appropriation for each 
validated depositary receipt processed. This method of paying tax currently 
provides the Treasury with earlier use of funds. 

In the amount appropriated for the fiscal year 1959, there is provided $1,034.- 
080 to reimburse the Federal Reserve banks for processing and validsting 
9,200,000 income, social security, railroad retirement, and excise tax depositary 
receipts at $0.1124. It also includes $60,102 for printing depositary receipts 
and envelopes. 

The Internal Revenue Service has advised that due to increased enforcement 
activities it is expected that about 22,000 former delinquent taxpayers will be 
on a current basis during the fiscal year 1959, which will result in an increase 
of about 175,000 additional receipts. Also, as a result of abnormal increases 
resulting from continued high wages and the actual experience during the first 
7 months it is estimated that an additional 251,000 depositary receipts will 
be validated, making the total volume for the fiscal vear 1959, 9,626,000, which 
is 426,000 more than provided for in the appropriation for that year. There 
follows an actual and estimated projection of the work volume for 1959 as 
compared to the actual for the year 1957 through 1958. 


INCREASE IN VOLUME OF DEPOSITARY RECEIPTS 


Mr, Tuomas. Your request for $54.400 is for what ? 

Mr. Maxwe.u. For processing 426,000 additional depositary re- 
ceipts over the original estimates. 

Mr. Tuomas. All right. 

Mr. Maxwe.u. Do you wish me to explain that one? 

Mr. THomas. Yes. 

Mr. Maxwern. As you gentlemen know, under the Current Tax 
Payment Act of 1943 each employer is required to withhold a part 
of the salary of his employees to apply against the individual’s or an 
employee’s tax liability. 

Mr. Tuomas. Is that caused by virtue of an act passed last year, or 
what? 

Mr. Maxwe.u. No,sir. This icrease I am speaking about now, the 
$54,400, goes back to an increase in volume—we just underestimated 
the volume originally. 

Mr. Tuomas. This $54,000 is made up of “Salaries and expenses.” 
How many jobs do you have? 

Mr. Maxwe.u. We have only about two jobs on this item, since most 
of that amount is reimbursed to the Federal Reserve banks for han- 
dling and processing these receipts. 

Mr. Tuomas. You made this estimate about 3 months ago; did you 
not ? 
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Mr. Maxwe tu. That is correct. 

Mr. Tuomas. How does it look to you now after you have let it cool 
off ? 

Mr. Maxwe .. It seems to be our best estimate. The figures change 
from time to time, but right at this moment we believe this is an ac- 
curate estimate. 

Mr. Tuomas. What is your total employment in the Bureau of 
Accounts ? 

Mr. Maxwe.u. Under this appropriation 332; for the whole Bu- 
reau, including the Division of Disbursement, we have at the present 
time, 2,523. 


SALARY AND POSTAL RATE INCREASES 


Mr. Tuomas. What is your total salary increase now? What was 
your total increase in salary? You are asking for $192,600. Is that 
the total, or did you absorb any of it at all? 

Mr. Maxwetv. Yes. For the salary increase we did not absorb any 
of that. 

Mr. Tuomas. Your postal rate increase is $90,000? 

Mr. MaxweE tt. Yes, sir. 

Mr. Tuomas. Is there any guesswork involved in that? 

Mr. Maxwe wu. No, sir; that is pretty close since we actually have 
9.2 million depositary receipts which we have to transmit by mail. 

Mr. Tuomas. Your total request of $337,000 is divided into how 
many items? I have not been able to pry you loose from a nickel, 
so far. 

Mr. Maxweti. We have 9.2 million items to process in our original 
estimate, but we are only asking $90,000 for the increase of 1 cent in 
postage. The $90,000, really, is a part of the amount which we have 
to reimburse the Federal Reserve banks, 


SALARIES AND Expenses, Division or DisBURSEMENTS 


Program and financing 








| Presently Revised Difference 
available estimate 
Bice ee ll oF 
| 
Program by activities: 


a no = a csertsinieeniiegibeintngaidedien $17, 780, 282 | $20, 961,077 +$3, 180, 795 








> een GL ONSINNs DORE... . op eccceucanccasenccsuscsege | 293, 55% 294, 923 +1, 370 
3. 1959 program obligated in 1958_..................---.--- —87, 5! = 67, G82 toi --cdceksece 
Supplemental required for pay increase............-..--| — PE EEO Lscccepncsceune | +792, 835 
Total ebligetions....<< <2... -nne<sseco-bocsennicgnogecyes 17, 193.419 | 21,168, 419 | +3, 975, 000 
Financing: 1959 appropriation available in 1958._..........---| 87, 581 | 87, 581 | i cieienaaitiats 
New obligational authority......................-...-- 7, 281, 000 21, 256, ¢ 000 | +-3, 975, 000 
New obligational authority: j 
I a aiceslamechia ahaa | 17,300,000 21, 275, 000 | +-3, 975, 000 
Transferred to “Salaries and expenses,” Office of the | 
Treasurer (Reorganization Plan No. 26 i incaiadame —19, 000 | oo IED tccamuddaiotoun 
Appropriation (adjusted) - ..............-.- —— - 17, 281, 00 21, 256, 000 +-3, 975, 000 
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Schedule of average salary and grade 





| Actual, 1957 | Actual, 1958 | Estimate, 
| Mew 

















Average salaries and grades: 
General :chedule grades: 
EES TR SE LO a Se OR SS $3, 7! $3, 782 $4, 106 
ee nee SO ht neaunsebenneien } 3.5 3.5 3.5 
! 
Object classification 
| Presently | Revised | Difference 
available estimate 

Total number of permanent positions. ................-.-.---- 1,777 1,817 | +40 
Full-time equivalent of all other positions.................---.- | 161 278 +117 
Average number of all employees....................--...-- fe 1, 866 2, 003 +137 
Number of employees at end of year. .................-- | 1, 802 1, 842 +40 

01 Personal services: | 
I EE ned ce cibeuiineetbeneseecs . $7, 204, 766 | $7,271,691 | +66, 925 
Positions other than permanent__...........-- : 525, 499 | 910, 383 | +384, 884 

Other personal services_...................---- ba 57, 960 57, 960 | 
Total personal services....................-.----.--- 7, 778, 225 8, 240, 034 | +-451, 809 
es i nbinenewe pe 30, 500 ere ot ne. 
03 Transportation ERS Cees se a 78, 900 TWO Voweacctcceoaee 
en ametmibodee 7, 261, 027 | 9, 833, 487 +2, 572, 460 
oe rr re ee ee eneuteenenepenes a 770, 301 817, 881 +47, 580 
06 Printing and reproduction. _.............. te tee : 49, 500 | 52, 030 4-2, 530 
ES EEE a e 709, 143 729, 129 | +19, 986 
07 Other contractual services. _............._._.__. arg 78, 696 79, 196 +500 
Services performed by other agencies.................- 41, 812 | OF I Lo bs sccccaitln ieee 
08 Supplies and materials__..............___-- wae : 727, 154 797, 223 +70, 069 
et SS Bes 2a See See ea eee 51, 500 eee tr Sy » 
11 Grants, subsidies and contributions.__........__-- : 472, 077 479, 378 +-7, 301 
15 Taxes and OI xine Sc Fa at 2 Sas 15, 000 24, 930 | +9, 980 
1959 program obligated in 1958-_.._............-.-..----------- —87, 581 | oii? 081 1... --s205-. 
a eo —792, 835 |.....- eS +-792, 835 
ee i ahin indent 17, 193, 419 21, 168, 419 +-3, 975, 000 


Mr. Trromas. Take a look at your next item, “Salaries and ex- 
penses,” for an additional amount of $3,975,000 in the Division of 
Disbursement. 

How did you make that up? You have a good many items in here 
including processing payments in the amount of $3,180,795; issuance 
of savings bonds in the amount of $1,370, and pay increase in the 
amount of $792,835. 

Your total obligation is $3,975,000; is that correct? 

Mr. Maxwe tt. Yes, sir. 

Mr. Tuomas. Give us a little rundown on it right quick. The item 
“Processing payments” I note is your big item. 

Mr. Maxwett. Would you object if I asked Mr. Cannon to cover 
that particular item? 
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Mr. Tuomas. Not a bit. In the meantime we shall insert into the 
record at this point pages 17 through the top half of page 21 of the 
justifications. 

(The pages referred to follow :) 


TREASURY DEPARTMENT, FISCAL SERVICE, BUREAU OF ACCOUNTS, DIVISION OF 
DISBURSEMENT 


GENERAL STATEMENT 


The Division of Disbursement is responsible for disburing moneys for all 
executive civilian agencies of the U.S. Government except the postal service, 
U.S, marshals and certain Government corporations. The Division is not in a 
position to exercise control over its workload. The workload is controlled by 
legislation, as interpreted and given effect to by the agencies responsible for 
carrying out legislative programs. 

The Division must be prepared at all times to make prompt payments to 
yeterans, social security annuitants, and public creditors, based upon certified 
vouchers received from the administative agencies. In preparing its annual 
appropriation estimates the Division must rely upon anticipated work volume 
figures furnished by such agencies. Experience over many years has proved 
that as a general rule the agencies’ figures as to anticipated work volume, 
although made many months in advance, are reliable. However, it oceasionally 
happens, as in the case of the previous 1959 estimates furnished by Social Secu- 
rity Administration and Internal Revenue Service (referred to more specifically 
later in this statement), that the initial work volume estimates furnished by 
the agencies prove to be too low, resulting in the amount of appropriated funds 
being inadequate. 

In addition to increases in the volume of payments to be processed, several 
new laws were approved after the 1959 Treasury appropriation bill was enacted 
on March 28, 1958, which resulted in additional work and greatly increased the 
costs which must be borne by the 1959 appropriation of the Division of Disburse- 
ment; namely, Public Law 85—462, dated June 20, 1958, increasing salaries of 
Government employees; Public Law 85-426, increasing postal rates; and Public 
Law 85-840, increasing rates of social security benefits. 

In order to stay within its reduced appropriation in fiscal year 1958, the 
Division was forced to defer the purchase of envelopes and other essential sup- 
plies into fiscal year 1959. This action resulted in shorting of inventories below 
levels considered safe for normal operations. The amount of items deferred 
totaled $252,000, which will have to be made up in 1959. While the Division 
is unable to this time to foresee savings which will enable complete absorption 
of this amount, nevertheless it is undertaking to do so in full in 1959. How- 
ever, the Division feels that any further absorption of increased costs in 1959 
would not be possible without seriously impairing the payment services which 
the Division is required to render. 

It is estimated that the additional amount of $3,975,000 will be required under 
the appropriation “Salaries and expenses, Division of Disbursement, 1959,” to 
enable the Division to meet increased costs and workload in carrying out its 
functions in 1959, as required by law. Of the total amount of this supplemental 
request, 45 percent, or $1,803,894, represents actual budget expenditures. The 
remaining amount, $2,171,106, covers social security work and would be charged 
to the two trust funds involved. Section 201(g¢) of the Social Security Act, 
as amended, provides that the managing trustee (Secretary of the Treasury) 
shall withdraw from the Federal old-age and survivors trust fund and the 
Federal disability insurance trust fund, the estimated expenditures by the 
Treasury Department for the administration of titles II and VIII of the act. 
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The following table summarizes the increases in the Division’s costs for which 
provision was not made in the 1959 appropriation : 


Additional funds required, fiscal year 1959 


1. Increased expense resulting from legislation: 


(a) Public Law 85-462, increasing salary rates__......._____ $792, 835 
(b) Public Law 85-426, increasing postal rates__._._.......__- 2, 260, 800 


(c) Public Law 85-840, increasing social security rates and 
work volume 


Sian eA eerie elmnenmietdeeien ite: Seersninitbtn 441, 782 
Total legislative item increases.__...._.._._.---__----- 3, 495,417 

2. Increased work volume: 
a cece entrinsemimnnenieaninntan 391, 902 
nn ee ieenaden = 87, 68] 
etc n 479, 583 
Total supplemental appropriation requirements____~-__~_ 3, 975, 000 


There follows an explanation of the increases set forth in the above table: 
1. Increased expense resulting from legislation 

(a) Public Law 85-462, approved June 20, 1958, increasing salary rates.—(1) 
This law increased the salary costs of the Division of Disbursement by $792,835 
for the fiscal year 1959, or approximately 1014 percent as shown in the above 
table, item 1(a). 

(b) Public Law 85-462, approved May 27, 1958, increasing postal rates.— 
Under the provisions of Public Law 83-286, approved August 15, 1953, the 
Division of Disbursement is required to reimburse the Post Office Department 
for the amount of postage accrued for checks and other official mail. Of the 
total volume of checks and bonds issued annually, in excess of 90 percent are 
mailed individually to the payees, requiring payment of postage at the first-class 
rate. The remaining volume represents salary checks and savings bonds issued 
under the payroll savings plan and are either delivered direct to agents, or bulk 
mailed to agents in the administrative offices for personal delivery. Public Law 
85-426, approved May 27, 1958, provided for a general increase in postage rates 
including an increase of 1 cent an ounce for first class matter. 

The 1959 appropriation (Public Law 85-354, approved March 28, 1958), car- 
ried an amount of $7,157,749 for postage for check and bond mail to cover the 
cost of mailing individually an estimated 238,591,600 checks and bonds during 
the year at the 3-cent rate. The 1959 appropriation also carried an estimate 
of $61,244 to cover the cost of bulk mailing of checks and bonds, and all other 
official mail matter. The Division will require an estimated $2,260,800, as shown 
in the above table, item 1(b), to cover increased postage costs for 11 months 
beginning August 1, 1958, for individual mailing of checks and bonds. The 
figure for increased postage is based upon the original work volume figures, 
and does not include increased postage which will be required on the increased 
work volume for 1959. Postage at the new 4-cent rate was included in the unit 
costs in computing the cost of increased work volume to be processed after 
August 1, 1958. 

(c) Public Law 85-840, approved August 28, 1958, increasing social security 
rates and work volume.—(1) This law, among other things, provided for in- 
creases in the rates of social security benefits. The Division maintains in 7 of 
its regional disbursing offices a total of 101% million addressing machine plates 
and punched cards, used in conjunction with various types of mechanical und 
electronic equipment for the purpose of preparing checks for social security 
beneficiaries. As in the case of addressing machine plates used for preparing 
civil service annuity checks, the social security plates and punched cards contain 
embossed or punched information as to name of each beneficiary, address, ac- 
count number, and monthly rate. The cost of changing the monthly rates on 
101% million plates and cards to give effect to Public Law 85-840 amounted 
to $353,978. 

(2) In addition, this act provided that certain dependents of disabled workers 
were eligible for the same benefits as those received by families of retired 
workers. The act also provided for retroactive payments to disabled workers 
and extended coverage to new groups, including employees of religious, charitable, 
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and nonprofit organizations not previously covered, and State and local govern- 
ment employees. As a result of this legislation and based on information 
received from the Social Security Administration, it is estimated that the Division 
will be required to process new cases and issue an additional 1,285,000 checks 
in 1959 at a cost of $87,804. In all, Public Law 85-840 will result in increased 
cost to the Division of Disbursement amounting to $441,782 in 1959 as shown 
in the above table, item 1(c). 


9, Increased work volume 

Figures for increased workload cost include charges for postage, materials 
and labor, but no overhead. 

(a) Social security payments.—On the basis of further information furnished 
py the Social Security Administration there will be a substantial increase in 
the number of claims received and processed by that agency during the fiscal 
year 1959 over the original estimate. The increase was attributed by the Social 
Security Administration to the economic recession, as stated in pertinent part by 
the Director, Bureau of Old-Age and Survivors Insurance, in his appearance 
pefore the Senate Appropriations Committee in May of 1958 (p. 1069 of the 
hearings, H.R. 11645, 85th Cong.), in regard to the 1959 estimate presented by 
Social Security Administration: 

“This budget estimate is based upon estimates of the workloads which we will 
receive in fiscal year 1959 formulated in May and June of 1957 before the present 
economic recession. It is now clear that these workload estimates are substan- 
tially understated.” 

Later on the Director stated : “Since the budget before you is based on workload 
estimates made a year ago, that is, before the economic recession, consideration 
is being given to how much in additional funds will be required.” It is estimated 
that these additional claims will result in an increased workload of 5,234,000 
checks in addition to the increase resulting from Public Law 85-840 in the fiscal 
year 1959. The cost of processing new cases and making the 5,234,000 additional 
payments will amount to $391,902 in the fiscal year 1959 of which postage alone 
will be $209,360. 

(b) Tax refund payments.—The Internal Revenue Service has advised that 
the number of tax refunds which the Division will be called upon to process in 
1959 will exceed the original estimate by 1,235,000 checks. It is estimated the 
cost of issuing and mailing the additional tax refund checks will amount to 
$87,681, in 1959. 

POSTAGE INCREASE 


Mr. Cannon. Mr. Chairman, the largest single item involved is the 
oe increase. We mail millions of checks, as you know, and we 
lave as a result of the Postage Increase Act of May 27, 1958, an in- 
crease in postage for this year of $2,260,800 on the work volume in 
the original 1959 estimate. This does not include postage on in- 
creased work volume covered by this supplemental request. 

Mr. Tuomas. You mean that of this $3,975,000 how much of it is 
for the postal increase ? 

Mr. Cannon. That was $2,260,800, for work included in the orig- 
inal 1959 estimates. 

Then, the salary increase amounted to $792,835, and we think that 
isa pretty tight estimate, Mr. Chairman. 

Mr. Tuomas. $2,260,800 is for the postal increase? 

Mr. Cannon. Yes, sir. 


INCREASING SOCIAL SECURITY RATES AND WORK VOLUME 


Mr. Tuomas. For what is this $441,782? 

Mr. Cannon. That is made up of other work increases. For in- 
stance, there was the social security rate change which was embodied 
in the Social Security Amendments Act of 1958. 

Mr. Tuomas. We have heard about that also. 
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Mr. Cannon. That rate change involved changing 10.5 million pay- 
ment records to put the new rates into effect and that cost us $353,978, 

In that act there was an increase in work volume for disabled peo- 
ple and others of 1,285,000 payments, which will cost us $87,804, mak- 
ing a total cost to us for Social Security Act of 1958 of $441,782. 

Mr. Tuomas. How many additional people did you have to put to 
work as a result of the increased social security volume? 

Mr. Cannon. The increase in social security work involved a total 
of 130 employees, of whom 82 were required for the rate change and 
48 for the increased work volume. 

Mr. THomas. What did it cost you? 
yet ? 

Mr. Cannon. The rate change and increased work volume under 
the 1958 act cost $441,782; other work volume increase for social se- 
curity cost $391,902, or a total of $833,684. The temporary employees 
used for the rate change are no longer on our roll. 

Mr. Tuomas. How many vacancies do you have now among your 
appropriated jobs ? 

Mr. Cannon. Right at the moment I do not have that figure. 

(The following was submitted later :) 


Are those people on the roll 


There are 19 vacancies in regular positions at the present time. We operate 
on a very close personnel ceiling in each office and every vacancy must be made 
up by temporary employees or overtime in some cases. We have 1,991 employees 
on the rolls, including 126 temporary employees engaged in making tax refunds 
under the program now underway. Six and one-fourth million refunds have 
been made in this fiscal year to date. About 275 to 300 additional temporary 
employees will be required for processing the remaining 32 million refunds to 
complete the program by May 15. These temporaries and others employed for 
special programs throughout the year, such as the temporaries for making 
the social security rate changes, make up a portion of the average number of 
employees required fer the full fiscal year, or 2,003 employees. 


ABSORPTION OF PART OF PAY INCREASE 


Mr. Tromas. Did you absorb any of that $792,385 for your pay 
ineraasn % 

Mr. Cannon. Yes, sir; we absorbed about $61,700. 

Mr. Tiiomas. How did you absorb it? Did you absorb it through 
your “other objects,” or how ? 

Mr. Cannon. We have a management improvement program which 
is in.effect 

Mr. Tuomas. How did you save it? 
“other objects” ? 

Mr. Cannon. Yes, sir; partly through the “other objects.” 

Mr. Tuomas. You did not save it in your personne] costs? 
through your “other objects” ? 

Mr. Cannon. Some of it was through reduction in personnel. 

Mr. Tuomas. How do you break it down between reduction in force 
and your “other objects” ? 

Mr. Cannon. We have given effect on this item to a reduction in 
personal services this year of $34,700. The remainder of the $61,700 
will have to come from savings under “Other objects.” 
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NUMBER OF PERSONNEL 


Mr. Tuomas. How many appropriated jobs do you have for fiscal 
year 1959? 

Mr. Cannon. After allowing for work volume increases we have 
given effect to a reduction of 170 employees for the fiscal year 1959, 
as compar ed to 1958. 

Mr. THomas. How many appropriated jobs do you have for fiscal 

vear 1959 in your Bureau here? 

I do not have reference to man-years, but appropriated jobs. 

Mr. Cannon. In fiscal year 1959 we show 2,003. 

Mr. Tuomas. 2,003 ? 

Mr. Cannon. Yes, sir. 

Mr. Tuomas. How many did you have on the roll as of January 1 
or the last month or some recent date out of your 2,003 ? 

Mr. Cannon. 1,991; that was as of February 28. 


INCREASE IN SALARY RATES 


Mr. Tuomas. And you are right up to snuff, then. Those 2,003 
positions with reference to the salary increase cost you $792,835, or 
what was the figure in excess of that ? 

Mr. Cannon. Mr. Chairman, that $792,835 was based upon our 
regular personnel, not related to the personnel we had to put on to 
take on the increased work volume. 

Mr. Tuomas. Well, you put on 48, I believe you said. 

Mr. Cannon. That was for the increased social security work vol- 
ume, but for the rate increase we had to put on an additional 82 
employees. For the increase in volume of tax refunds 7 more em- 
ployees are required, making an overall] total of 137 employees. Those 
were all temporary employees, except 40, who will be required for the 
continuing social security benefit payments. 

Mr. Tuomas. So it would be 90 in addition to the 48? 

Mr. Cannon. That 48 was for additional work volume under the 
1958 Social Security Amendments, of which 40 will be needed on a 
permanent basis. 

Mr. Tuomas. And 90 was for your social security change? 

Mr. Cannon. Yes, sir; the rate change and additional payments 
caused by the 1958 act. 

Mr. Tuomas. Well, that totals about 140 people, then. 

Mr. Cannon. That was accomplished by taking on temporary peo- 
ple, who have now gone off the rolls, except for 40 people needed to 
handle the increased volume of social security payments. 

Mr. Tuomas. How long were days, 40 days, 6 months, 
or how long? 

Mr. Cannon. The temporary people were on the roll beginning 
about October 1958. We finished the rate change in January 1959. 
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INCREASING POSTAL RATES 


Mr. Tuomas. Is this figure of $2,260,800 a firm figure now for your 
postage ? 

Mr. Cannon. It is as firm as we can make it, Mr. Chairman. Of 
course, we have not finished the year, but we have estimated what our 
work volume will be for the balance of the year. 

Mr. Tuomas. But to the best of your knowledge that is the figure 
for postage? 

Mr. Cannon. Yes, sir, on the work volume included in the original 
1959 estimates, but not on the increased work volume for 1959 included 
in this supplemental request, Mr. Chairman. 

Mr. Tuomas. Well, you mean you have a figure in excess of that 
$2,260,800? 

Mr. Cannon. Yes, sir. On our increased work volume of 7,754,000, 
We are required to figure payment volume on a unit cost basis, which 
includes postage. 

The total increased postage costs, including the increased work vol- 
ume, would be $2,570,960. That includes the postage on the 7,754,000 
items of increased work volume which we are anticipating this year, 

Mr. Tuomas. Well, do you have the money with whic sh to pay it? 

Mr. Cannon. No, sir; we do not, Mr. Chairman. 

Mr. Tuomas. What you are saying is this: You asked the Bureau 
of the Budget for this money, not $ $9 960,800, but for $2,570,960 ? 

Mr. Cannon. That represents $2,260,800 increased postage on the 
original 1959 work volume, plus $310,160 postage for the increased 
1959 work volume of 7,754,000 items. 

Mr. Tuomas. Well, is this figure your total figure, $3,495,417? Is 
that adequate for your purpose here, or are you short ? 

Mr. Cannon. W ell, it is going to be a pretty tight figure, Mr. Chair- 
man; $3,975,000 is what we are requesting, but we are going to have 
to realize savings during the balance of the year of some $262,000 in 
order to stay within the amount that we are requesting. 


INCREASED WORKLOAD VOLUME 


Mr. THomas. Well, now, your workload here has not been discussed. 
Is that a separate figure, $479,583? 2 

Is that in addition to your workload generated by your increased 
work under the Social Security Act ? 

Mr. Cannon. Yes, sir. The workload would be under two cate- 
gories. One would be the increased workload which was brought 
about by Social Security Amendments of 1958 and 

Mr. Tuomas, You have $441,000 set aside for that. 

Mr. Cannon. Yes, sir. That was due to increased workload under 
the 1958 act. 

Three hundred and ninety-one thousand nine hundred and two dol- 
lars represents increased social security workload of 5,234,000 items 
due primarily to the economic recession. That is over and above the 
workload which was brought about by the Social Security Amend- 
ments of 1958. 

Mr. Toomas. What is the $479,000 item for ? 
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Mr. Cannon. That includes social security workload of 5,234,000 


payments costing $391,902, and an increase of 1,235,000 payments for 


tax refunds costing $87,681. The total of those two is $479,583. 

Mr. Tuomas. You have two social security items here. What is 
the difference between them? You have one here for $391,902, and 
you have another one for $441,000 for increased social security rates 
and workload, and your social security payments are $391,000. 

Mr. Cannon. The social security amounts 

Mr. Tuomas. You break it down into two parts, and it is going to 
cost you right around $800,000? Is that what you are trying to 
say ? 

Mr. Cannon. Yes,sir. $833,684. 

Mr. Tuomas. And you are breaking it down into two parts? 

Mr. Cannon. Yes. That is because the social security amendments 
legislation was enacted after our 1959 appropriation bill was passed 
and that legislation cost us the figure of $441,782. 

In addition to that, the social security people tell us that there will 
be an increase of 5,234,000 additional payments which were due 

Mr. Tuomas. More people are going to get their money and you are 
writing more checks; is that it 

Mr. Cannon. Yes, sir; that is due to the economic recession, and 
that total of $391,902—— 

Mr. Tuomas. I do not know to what it is due, but certainly it was 
due to sonie leg'slation which wes put in your lap; was it not? 

Mr. Cannon. Yes, sir. 

Mr. Jonas. May I ask a question before you leave that item? 

Mr. Tuomas. Yes, surely. 

Mr. Jonas. My question arises from the information on page 18 
where you say of the total amount requested of $3,975,000, $1,803,894 
was an actual budget expenditure, and the remainder, $2,171,106 will 
come from the trust fund; is that correct ? 

Mr. Cannon. That is correct, sir. The ultimate charge will be to 
the trust funds. 








Moneys are appropriated from the general fund of the Treasury to those 
Treasury agencies doing work involved in the administration of subchapters 
II and VIII of the Social Security Act as amended. Under the provisions of 
the act (see title 42 U.S.C. sec. 401) the Secretary of the Treasury makes a de- 
termination at the end of each quarter as to the amount of money which are 
expended out of the moneys appropriated from the general fund for the admin- 
istration of subchapters II and VIII. The amount of expenditure so determined 
is then charged to the two trust funds involved and covered into the Treasury 
as repayments into the general fund of the Treasury. However, these amounts 
are not available to us for payment of our administrative expenses thus, the 
end result is that expenditures made from the appropriation of the Division 
of Disbursement for work performed in connection with payments for the Fed- 
eral old age and survivors insurance program and the Federal disability in- 
surance program are not treated as expenditures repaid to the general fund 
of the Treasury, and do not affect the budget deficit or surplus. 


Mr. Jonas. So, the only actual expenditure contemplated in the 
$3,975,000 is the $1,803,894 ¢ 

Mr. Tuomas. No. That is appropriated funds. The other comes 
out of the Treasury. 

Mr. Jonas. That is all. 

Mr. Toomas. Thank you, gentlemen. 
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SALARIES AND EXPENSES . ’ 
> . . | A 
Program and financing 
son 
j ? 
1959 presently| 1959 revised 1959 in- . 
available estimate crease (+-) or elu 
decrease (—) 
eg eee am 
Program by activities: of 
1. Assessment and collection ef duties, taxes, and fees___- $38, 163, 260 $38, 283, 400 -+-$120, 140 an 
2. Appraise] of imp rted merchandise... -_- 5 7, 271, 210 7, 378, 440 +107, 230 
3. Investigations of violations of customs and related laws | in 
and regulations a . 2, 974, 300 2, 977, 275 +2, 975 ; 
4. Audit of c Ilection and merchandise accounts. --__- 822, 950 823, 500 +550 ta 
§. Analysis and identification of merchancise for tariff | | re 
purposes. -- “os ELODIE TEED : 1, 071, 950 1, 074, 800 +2, 850 
6. Executive direction... oa 4 pei 1, 951, 330 | 1, 953, 585 +2,255 | 
7. 1989 program cbligated in 1958__.............._-. Juniblou’ —2N3, 632 —203, 632 |_- 
Supplemental required for pay increases__.........._- | —4, 255,000 |_. +4, 255, 000 
' | 
IAN ree | 47, 796, 368 | 52, 287, 368 -+-4, 491, 000 
Financing: | 
Unoblig»ted balance brought forward______- | 300, 000 | 300, 000 
Unobligated balance carried forward_______- oN — 300, 000 300, 000 | 
1959 appr. priation available in 1958_........--- canioeel +203, 632 | +203, 632 |... 
New obligational authority..........._._____. ‘. | 48, 000, 000 52,491,000 | +4, 491,000 t 
Object classification 9 
, spuitamicag? a q 
|1959 presently| 1959 revised | 1959 in- 
| available | estimate | crease (+) or 
| decrease (—) I 
eae aa f 
Total number of permanent positions. ..................-.-.-- 7, 276 | FEO iid anineemnnditle 
Full-time equivalent of all other positions...............-.--.-- 74 | 74 cattamaeaceiae 
Average number of all employees -.........--- a nied ‘ 7, 143 7, 143 | ai. f 
Number of employees at end of year__........-.......-.------ 7, 339 7, 339 | . 
= ( 
01 Personal services: | 
ee $43,478,170 | $43, 663, 650 | -+-$185, 480 1 
Positions other than permanent--...........-.......-.. 368, 150 | 368, 150 }|........ 
Other personal services... ........-.--- ielinoisiadoesi =" 2, 300, 210 | 2, 300, 995 | +-785 
IID COT WROD cc ce ewtt ew cccccccnecsecs -| 46, 146, 530 46, 332, 795 +-186, 265 
PEE, xii bbe dita aibtik bieetiabetinidthendi$ sudeunbensenineie 485, 000 | 485. 000 | 
03 Transportation of things................................ a 472, 000 SD De cee 
ey ee en cseeeoncnwscesenece nal 554, 000 591,000 | 37, 000 
05 Rents and utility services _......... parhichiapdlentr abe siddddael 103, 000 | 103, 000 |..-.- ja 
06 Printing and reproduction....................-.-----.- i 231, 000 | 231, 000 | esta 
7 Other contractual services... _- : ier a 474, 930 475, 535 | +605 
08 Supplies and materials.........--- ; | 416, 000 416, 000 
OD RFE sini 350, 000 350, 000 
10 Lands and structures | 
11 Grants, subsidies, and contributions: Government con- 
tributions to civil service retirement fund 2, 939, 950 | 2, 952, 080 | +12, 130 
13 Refunds, awards, and indemnities.- . | 90, 000 | 90, 000 
15 Taxes and assessments 13, 220 13, 220 
1959 program obligated in 1958 203, 632 203, 632 | 
Supplemental required for pay increases 4, 255, 000 +4 255, 000 
Subtotal 47, 816, 998 52, 307, 998 | 4, 491, 000 
Deduct charges for quarters and subsistence furnished 20, 630 20, 630 
OR ih laoge — 47, 796, 368 52, 287, 368 4, 491, 000 
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Mr. Tuomas. The next item for the consideration of the committee 
is the request of the Bureau of Customs which will be found on page 
37 of the justifications. 

We are delighted to have with us at this time Mr. David B. Stru- 
binger, who is the Assistant Commissioner of Customs, together with 
Mr. Lawton M. King, Deputy Commissioner, Division of Management 
and Controls, and Mr. Frank B. Gatchell, Jr., the budget officer. 

Mr. Gatchell, is your dad Chief Counsel for Federal Power? 

Mr. GatcueLu. No, sir; we are not related, so far as I know. 

Mr. Tuomas. Your request is in the amount of $4,491,000 for “Sal- 
aries and expenses.” 

Mr. Tuomas. How does this increase arise ? 

Mr. Srrupincer. It is mostly a pay increase. However, there is 
some postal rate increase. 

Mr. Tuomas. I note you have several program activities listed, in- 
cluding assessment and collection of duties, taxes and fees in the 
amount of $120,140; appraisal of imported merchandise in the amount 
of $107,230; investigations of violations of customs and related laws 
and regulations, $2,975 ; audit of collection and merchandise accounts 
in the amount of $ $550; analysis and identification of merchandise for 

tariff purposes, $2,8 350; executive direction, $2,255, and supplemental 
required for pay increases, $4,255,000. 

How much did you absorb of that pay increase ¢ 

Mr. Strusincer. Only $250, sir. 


NUMBER OF PERSONNEL 


Mr. Tuomas. How many employees are in your Bureau? 

Mr. Srrupincer. As of January 31, 7,497. 

Mr. Tuomas. How many appropriated jobs do you have? 

Mr. Srrusincer. Well, actually, sir, our appropriated jobs are the 
number of people on the payroll because we do not have any vacancies. 
That figure is 7,497. 

Mr. Rooney. Then, you have people from the Department of Com- 
merce with reference’ to the export control program, and also people 
from the Department of Agriculture ? 

Mr. Srrupincer. That is true. However, they are included in that 
figure of 7,497. The funds are transferred to us from those two agen- 
cies, and the total number of people are included in our total figure 
there. 
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WAGE BOARD, POSTAL RATE, AND PAY CUT INCREASES 


Mr. Tomas. How much wage board increase did you have in here? 

Mr. Srrusincer. $199,000. 

Mr. Tuomas. And your postal rate increase is what ? 

Mr. Srrusincer. $37,000. 

Mr. Tuomas. And your Pay Act increase is what ? 

Mr. Srrupincer. $4,255,000. 

Mr. THomas. And you absorbed none of your Pay Act increases? 

Mr. Srrustncer. No, sir. 

Mr. Tomas. What about your wage board increase? Are these 
firm figures ? 

Mr. Srruprncer. That is a firm figure; yes, sir. Those rates are 
already in effect. 

Mr. Tuomas. And that included what? Did it include the last half 
of fiscal year 1958, or was it the first half of 1959? 

Mr. Srrusincer. The last 6 months of 1958 and the first half of 
1959. 

Mr. Tuomas. What about your postal rates ? 

Mr. Srrusrncer. That is for 11 months of this year—of this fiscal] 
year—on the basis of $160,000 on an annui il rate. 

Mr. Tuomas. Your figure of $37,000 is going to be firm ? 

Mr. Srrupincer. We think so. It is based on a contract with the 
Post Office Department. 

Mr. Tuomas. You mean to say you have no unfilled positions now 
in the entire Bureau ? 

Mr. Srrupincer. As a matter of fact, as jobs are becoming vacant 
we are freezing them. We do not have sufficient funds to fill “jobs for 
the rest of the year. 

Mr. THomas. How many frozen jobs do you have which are not 
filled ? 

Mr. STRUBINGE! 
borhood of about 75. 

Mr. Tuomas. No more than 75? 

Mr. Srrusrncer. However, that represents not a fictitious figure. 


At the present time we would have in the neigh- 


R 
i. 

~ 
‘ 


It represents positions that we budgeted for at the beginning of the 
year. 

Mr. Tuomas. I am not talking about your per diem and your wage 
board employees. I am talking about your regular appropriated jobs. 

Mr: Strusincer. That is what I am talking about also. 

Mr. Tuomas. And that figure is 75? 

Mr. Srruprncer. Yes, sir. We would have more vacancies than 
that 





JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. At this point in the record we will insert pages 42 
and 43 of the justifications. 
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(The pages referred to follow :) 


Schedule on supplemental appropriations and revised estimates 








1. Present appropriation or estimate__.__._..-----_______-_-_--_- $47, 796, 368 
-reeeitionel easunie AVARaiie.... eo 10, 000, 000 
GR SRE BRE ER BO ee oh 57, 796, 386 
4, Apportionments: 
niin ite a eee ee 16, 013, 898 
hn a eee ie re alee ee i ee ee 15, 802, 802 
RMN ot adc serve cena 4s ca ensatoceaaeonatl tenia meipnemermamenenee tae 15, 065, 492 
I ne aw renee ce estes snes aneieniatitaaeeeergiiaias 10, 914, 176 
po Bg se eA ee on ee 
& otal apportionments and reserves... 2. nnn 57, 796, 368 
6. Obligations: 
tet quarter (QCtBHI) ik oe psec seedegsdi de 15, 801, 955 
Oe COE ACI pt crsd ng be eind bin a 15, 806, 043 
See I CD ies oe ave ss ote eticenencemicercterseacdane 15, 170, 000 
Ae RIT, | CE RERIA INE O esicctocersncestlstiteiedinntensdhiasatouies Sica adleoaaaneiaonias 15, 509, 370 
7. Total actual and estimated obligations_____- soaps watiende eee ade _ 62, 287, 368 
os am ICID MRNA CNUs oo sence cence ernest eevee 57, 796, 368 
9, Estimated supplemental required_.....__----_-__-__--__-_._ 4, 491, 000 
10. Estimated supplemental included in latest budget_____._...._____ 4, 255, 000 
11. Date needed: 
FOP COU ORUO ak i incnudndnsanuthatebe eo Ses May 28, 1959 
POP CX PeNnGlOTel...n encom nein Seek oesditnn June 3, 1959 


12. Estimated expenditures for supplemental 


In budget | Revised 
|- 


In current fiscal year. - 
I On IE SY <-> cuddle olsen gsi ela thc iiviecla cele shiicisenssbinuid 


nibinnntibinsontdeehs Abe s awa eak eS irwdien bite $4, 085, 000 } $4, 311, 000 
After next fiscal we netsh ie Raieiaittinnliacam maaan Seana aida thee | 
| 


170, 000 180, 000 





October 
(eee 
December —._._--_-- 


diesels eet cipiemupeeabeneasmmiat ocviinb settee tebe cnaaieiaemaan on 
pelataoaial _.. 4,861,352 


~ 907 7 
> aeSUed Stan ewan aun csUbeD an ae aoe ankE ae », o97, Yo" 


EXPLANATION OF REQUESTED 1959 SUPPLEMENTAL APPROPRIATION 


This 1959 supplemental request is being made to provide a total of $4,491,000 
for the purposes of financing pay increase costs under Public Law 85-462 
($4,255,000), postal rate increases under Public Law 85-426 ($37,000), and wage 
board rate increases which became effective during the 12 months ending De- 
cember 31, 1958 ($199,000). All of these increased costs are wholly outside 
the administrative control of this Bureau and have been included in a “deficien- 
cy” apportionment approved by the Director of the Bureau of the Budget. 

The pay increase portion of this estimate ($4,255,000) represents the actual 
pay increase costs which accrued through the first half of the year, plus a 
projection for the last half year of employees on the rolls. Full allowance for 
savings due to turnover, lapses, etc. have been made. 

The postal rate increase portion of this estimate ($37,000) represents the 11 
months’ cost of the basic one-third rate increase which was made effective 
August 1, 1958, by Public Law 85-426. The annual postal cost of this Bureau 
under old rates was $120,000. A one-third increase represents $40,000 per year 
or $37,000 for 11 months. 


87458— 59 52 








816 


The wage board increase portion of this estimate is $199,000. More than 
three-fourths of this amount ($150,000) accrued during the last 6 months 
of fiscal year 1958, and was submitted to the Congress as a 1959 supplementa] 
early in fiscal year 1959. This item was deleted from the bill with the recom. 
mendation that it be submitted later together with other pay increase items, 
See House Report No. 2221, pages 3 and 56. The remaining $49,000 represents 
those increases which have occurred during the period July 1 to December 31, 
1958. Each increase has been computed from its effective date through June 
30, 1959, and this amount is included in the estimate. Nearly 800 employees 
in more than 30 communities have received these increases. We are required 
by law to place them into effect promptly. 

The absorption of these costs within our present appropriation would have 
necessitated a reduction of approximately 675 man-years of employment. Such 
a reduction could have been accomplished only through a mass reduction 
in force program applied early in the fiscal year. Such a reduction has been 
and is wholly infeasible in view of the continuing steady increases in all major 
workload items. The following table highlights the increases in workload 
which occurred during fiscal year 1958 and those which have taken place during 
the first 5 months of fiscal year 1959. 


Mr. Tuomas. Thank you very much, gentlemen. 
Mr. Srrusrncer. Thank you, Mr. Chairman. 


Wepnespay, Marcu 4, 1959. 
INTERNAL REVENUE SERVICE 
WITNESSES 
DANA LATHAM, COMMISSIONER 


CHARLES I. FOX, DEPUTY COMMISSIONER 
GRAY W. HUME, FISCAL MANAGEMENT OFFICER 


SALARIES AND EXPENSES 


Program and financing 


available } estimate 





i | 
1959 presently] 1959 revised 1959 increase 
| 


Program by activities: | 
1. Rulings, technical planning, and special technical | | 


services ‘ | $5, 655, 902 | $5, 657, 546 | $1, 644 
2. Collection of revenue ; | 148,144,220 | 148, 559, 148 | 414, 928 
3. Audit of tax returns | 123, 892, 183 123. 990. 206 | 98 113 
4. Tax fraud and special investigations | 18,309, 238 18, 309, 00 R77 
5. Aleohol and tobaceo tax regulatory work 25, B&H, 394 95 800. 549 13.15 
6. Taxpayer conferences and appeals | 12,920 749 12, 928, 42 7, 674 
7. Legal services- : 3 | 8, 817, 604 8, 819, 248 1, 644 
8. Inspection 4, 799, 238 4 799. 786 548 
9. Statistical rep »rting- | 2, 720, 638 2.721, 186 548 
10. Executive direction __- 4,414,717 4, 415, 813 1 
1959 program obligated in 1958 -- HE -818, 614 $18, ¢ 
Supplemental required for pay increases- . | —30, 951, 880 3 RR 
Toatl oblivations | 324, 681, 38 355, 281, 386 30, 600, 00 
Financing: 1959 appropriation available in 1958 818, 614 818, 614 
New obligational authority 325 500. 000 Re 000 2 BOO. OM 
New obligational authority: Appropriation. | 325, 500, 000 356, 100, 000 30), GOO, 00% 
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than Object classification 
Onths 
ental 
com. 1959 presently} 1959 revised 1959 increase 
ea available estimate 
ns, 
es 
sents 
Tr ; Total number of permanent positions_......-----.---.-------- 50, 247 PROOF bx... <sthbic~-- 
—“ Full-time equivalent of all other positions. __.......----------- 1, 933 SO Rccttcnctithedetonnes 
June ‘Average number of all employees... ...-....---.- ; 51, 427 Saar. .sikil. 
OVees Number of employces at end of year. --...-------.------------ | 50, 750 | i ie ee 
ulred 01 Personal services: | 
Permanent pemeen. nile hdeanianiniipteintengions si euminial $292, 945, 459 | $292, 945, 459 |.......-_.--_- 
have Positions other than permanent--..........--.---.---- 6, 377, 926 | 6, 377, 926 ahsapitnait 
Such Other. personal S06 Vice8 .. «2.2 ennn ns cne sane se sewcemace 2, 287,594 | 2,287, 504 |.....-...-...- 
ction Total personal services_----- poseesevesbatee } 301,610,979 | 301,610,979 }...-.......-.. 
been 92 Travel....-- ewan ease wrecesencen= 4 S > } 8, 631, 565 i a ee 
oe eo. OR ORGREO OF GOURD onc nccacccctensesannncensegnens 1, 690, 239 ‘Wass j.:...--. es 
najor 04 Communication services... ....-- é 6, 148, 756 | 6, 696, 876 $548, 120 
kload 05 Rents and utility services__. 2 | | SWE lone acde ene 
uring 0 Printing and reproduction-_---.- * 7, 358, 346 | WMI Risccrticattbmuinisetrons 
of Other contractual servis... . . .....wisdns se nesesi ssc 3, 118, 143 ee ER Ena ctcsocaes 
i ID ON RRR IG I nin ce cceuncesenesansanancssnamanes 3, 265, 883 | DTN Sint ccctictiniien cas 
at iinet Lobe ess. 3s te cleo Leb beicnasnepbebiieiae 1 200 O28 bn. i TOBATE bc a tcc 
11 Grants, subsidies, and contributions. ..-......-.--..--.--- | 19, 060, 263 | 19, 060, 263 |_- ee 
13 Refunds, awards, and indemnities_.-......-..-..---.---.- | 510, 600 SUR WGO Fiscenecdinteke 
Se? TEN ORG OAPI so co cu cen ctwwtdboodidiviccdiccadacons 129, 453 of a oe 
1959 program obligated in 1958. ...-...-.--------.----------.--- —818, 614 nO ae 
Supplemental required for pay increases---..-.-.--..---------- EEL UO, UU le wenccssesemes 30, 051, 880 
99. I 324, 681,386 | 355, 281, 386 30, 600, 000 
| 











Mr. Tomas. The next item for the consideration of the committee 
is that with reference to the request of the Interna] Revenue Service. 
We are delighted to have with us at this time Mr. Dana Latham, 
| the Commissioner, together with Mr. Charles I. Fox, Deputy Com- 
missioner, and Mr. Gray W. Hume, Fiscal Management Officer. 
I note you have two items here, one in the amount of $30,051,880 
| for the pay increase, and then you have your postal rate increase in 
the amount of $548,120; is that correct ? 
| Mr. Laruam. That is correct, sir. 


PERSONAL SERVICES 


Mr. THomas. 


icrease 


How many appropriated jobs do you have? 
Mr. LatrHam. Approximately 51,000. 

Mr. Tuomas. 51,000? 

Mr. LatrHam. Yes, sir. 


(31, 64 Mr. Tuomas. What is your unfilled number as of some recent date ? 
98, 113 Mr. LatHam. I would estimate approximately 1,000. 

on Mr. Tuomas. What is the average salary? Is that figure $5,516? 

7, Ors Mr. Latuam. About $6,000, grade 7.3. 

"548 Mr. Tuomas. Grade 7.3, and an average salary of $6,001? 

sho Mr. Latnam. Yes, sir. 

= Mr. Tuomas. That is cutting it pretty fine. 
O51, S&f - 
600, 00 COMMUNICATION SERVICES 
600, 01% Under communication services you have an increase of $548,120. 
600. OM 


Where does that show up here? 
Mr. Lariam. That is the postal increase, Mr. Chairman. 
Mr. Tuomas. Is that your postal rate increase ? 
Mr. Laruam. I believe so; yes. 


Mr. Tuomas. And there is no telephone and telegraph increase ? 
Mr. Larnam. Nothing involved in there over and above what was 


included in our previous appropriation. 
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Mr. Tuomas. Is that figure firm ? 

Mr. Latruam. As nearly as we can determine. We think it is quite 
accurate. 

Mr. THomas. Were you able to absorb any of this? 

Mr. Larnam. Only $11 000 as a balancing figure. 

Mr. Tuomas. That came from your other objects? 

Mr. Latruam. Yes. sir. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. We will insert into the record at this point pages 52 
and 53 of the justifications. 
(The pages referred to follow :) 


GENERAL STATEMENT 


There is submitted herewith supplemental estimate of appropriation for the 
fiscal year 1959 in the amount of $30,600,000. This total amount covers the 
cost of pay increases authorized by Public Law 85-462, Federal Employees 
Salary Increase Act of 1958, in the amount of $30,051,880, and the additional 
cost to the Service of adjusted postal rates established by Public Law 85-426, 
in the amount of $548,120. 

Pay INCREASE 


The Internal Revenue Service has based its request for additional funds to 
cover the full cost of the pay increase on its authorized financial plan for the 
current year. To attempt to absorb any part of the incrensed cost would result 
in a reduction in personnel. The resulting reduction in expenditures would be 
much less than the additional tax revennes these people would bring in. We 
are far, far short of doing an adequate job of collecting all the revenue right- 
fully due the Government under existing legislation, and in addition the volume 
of work is increasing year by year. This critical need has been recognized by 
the allowance of funds in the 1960 estimate for a further expansion of our 
enforcement program. 

We have made great progress in our efforts to obtain more effective utilization 
of available funds and personnel and these efforts will continue. Through im- 
proved work performance and work methods, it is believed that we can produce 
even more revenue through enforcement efforts than was realized in 1958. How- 
ever, there is a limit to additional production by this method and beyond that 
only additional enforcement personnel can increase production. 

The following table sets forth the composition of the amount requested for 
authorized salary increases and related costs. The rate of increase shown for 
personal services was derived from a grade-by-grade and rates within grade 
analysis of the differences between salary rates established by the Federal 
Employees Salary Increase Act of 1958 and comparable rates prior to enactment 
of the.act. Rates of increase for related costs are based upon analyses of actual 
increases as reflected in payroll documents. 


Presently Rate of in- Amount of 
available crease, increase 
I ent 
01 Personal services aie hol bie ca $273, 504, 662 
Less salaries not subject to increases authorized by 
Public Law 85-462_.._.- leseiitcal iain 781, 191 
Total. ’ scenmelite ' 272, 723, 471 10. 31496 $28, 131, 317 
04 Communic ation services (reimbursement to General Serv- 
ices Administration for proportionate part of telephone | 
operators’ salaries) _....... = 28, 023 
07 Other contractual services (07 0- -contributions to the Fed- 
eral group life insurance program 928, 659 10. 66 98, 995 
11 Grants, subsidies, and contributions (111 —contributions 
to the civil service retirement fund). 17, 278, 817 10. 31 1, 781, 446 
15 Taxes and assessments (cost of employer’s shi are paid under 
the Federal Insurance Contributions Act see 117, 354 10. 31 12, 099 


Total increase 30, 051, 880 
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POSTAL INCREASE 


uite In approving the increase in postal rate, Congress authorized higher rates for 
first- and third-class mail and for airmail. First-class and airmail rate increases 
were effective on August 1, 1958, and third-class mail on January 1, 1959. The 
increased cost for the fiscal year 1959 was based on the estimated mailings after 
| the effective date at the percentage of increase in rates. Since there are no avail- 
able funds with which to meet this additional cost, the full amount of the in- 
crease is requested. 


Mr. Tuomas. We thank you, gentlemen, very much, for your ap- 


pearance before us today. 
Mr. Latuam. Thank you, Mr. Chairman. 
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onal U. E. BAUGHMAN, CHIEF, U.S. SECRET SERVICE 
0 
426, RUSSELL DANIEL, DEPUTY CHIEF 
GEORGE W. TAYLOR, ADMINISTRATIVE OFFICER 
S to ‘ . ‘ Ton y TE row > 
A SALARIES AND Expenses, Waite House Po.ice 
sult 
i be | Program and financing 
We eee tS is ie ae = a Bit eae LE es Me 
| | | 
sht- 11959 presently] 1959 revised 1959 in- 
ume | available estimate crease (+-) or 
l by decrease (—) 
oS - 6 | 
4 Program by activities: 
tion Protection of White House and grounds (total ree ean $979, 000 $995, 000 | +$16, 000 
im- Supplemental required for pay increases. Leebho aden —114, 000 }.....-....--.- +114, 000 
luce | MMOD. 555 hic onto bos pace caveesacbtens 865, 000 995, 000 | 130, 000 
OwW- Financing: Appropriation (new obligational authority) ------- 865, 000 995,000 | ®H 130, 000 
that ‘ “ asian esiptinasieecinlaiialia 
for Object classification 
for = sound neem 
ade 11959 presently| 1959 revised 1959 in- 
pral available | estimate | crease (+) or 
ent decrease (—) 
ual eg ear Satan -— . r = 
Total number of permanent positions_.............-...-.....- 160 170 +10 
Average number of all employees-_-.......--..-......--.---...- 153 | 155. 8 +2.8 
—s Number employees at end of year_...........--......-...-.--- 153 164 il 
; of 01 Personal services: 7 | ae i ee 
. Ine ann 3 ee ewes | $934, 121 | $948, 901 +$14, 780 
SOG DOTUOIIES BETTIE 66. cninccecccsewsceancessoucnens 22, 928 | 23, 148 | +220 
Total personal services............-- sermennmumaicenen 957, 049 | 972, 049 +15, 000 
si i  abauninonwel 1, 000 | Rahn ieciak-sitacieed 
gi ee ee enone | 10 | a i a 
06 Printing and reproduction.-_....-.- St I als cal de eeciceak aan | 350 | SD isin acciannachciciliianalads 
ad GF Other contractual ser vies. .ccconcncccnccccsccecece eraindindal 4,091 | 4, 091 -sigigpeglaniabaindeanaiiniate 
|, 317 a oe. sisumipenianamreunnllinaetenim 16, 400 17, 400 | +1, 000 
ar? SRN Eo ee anu, cmctanmbsains $ikedbeetesebeebe 100 FE FO tsnn cece ee 
: 023 Supplemental re quired for pe Ay MAINED. Scdudecnezecsue’ —114, 000 | iicddin ed | +114, 000 
, 995 PO NR i aids cerniddcivcnnnccddssicineetesscina 865, 000 | 995, 000 +130, 000 
|, 446 
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Mr. THomas. The next item for the consideration of the committee 
is that for the White House Police, in the amount of $130,000. 

We are delighted to have with us at this time Mr. U. E. B: aughman, 
Chief, U.S. Secret Service, together with Mr. Russell Daniel, Deputy 
Chief, and Mr. George W. Taylor, administrative officer 

Mr. Baughman, ‘will you please explain to the committee your 
request ? 

GENERAL STATEMENT 


Mr. Baucuman. Mr. Chairman, we are requesting a supplemental 
of $130,000 for the White House Police. 

Now, as you undoubtedly know, the White House Police job is to 
protect the Executive Mansion and its grounds, and assist the Secret 
Service in the protection of the President. 

Of this $130,000, $114,000 is requested for pay cost increases. 

Mr. Tuomas. $114,000 is pay-act increases ? 

Will you please breakdown the other? 

You have $16,000 for some transfers; do you not ? 

Mr. Baveuman. The $16,000 is a request for 11 additional White 
House Police to be assigned at the Executive Office Building to ex- 
tend protection to the files and offices occupied by members of the 
White House staff. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. We will insert at this point in the record page 61 
of the justifications. 
(The page referred to follows:) 


Detailed explanation of estimate 
Personal services: 


11 class 3 privates at $5,200 each (3 months)___________ sii aiasit lattes $14, 780 


ee ee ee ee  _ mnensemstrepmmasenetenanenecmnantnes 220 

Oya RUC EO” COR res 114, 000 
TOURS SECTORS 10 TETOORE! BOT VIRON nnn om een 129, 000 
Urs UNE RI = i oc ec rennatorenes 1, 000 


Total request 


SE TI 
Eleven class 3 privates (4 months, March 1, 1959, to June 30, 1959), $15,000 


Request is made for 11 additional police necessary for the protection of approxt- 
mately 24,000 square feet of space, including files, conference areas, and briefing 
rooms, located on the second floor of the Executive Office Building (old State 
Department Building), occupied by members of the White House staff. The 
funds requested will permit the employment of the 11 police for 3 months begin- 
ning with April 1, 1959, or an average increase of 2.8 man-years for the fiscal 
year 1959 





Executive Office Bldg. 7:30 a.m. to | 3:30 p.m. toj11:30p.m.tc} Total 
3:30 p.m. | 11:30 p.m. 7:30 a.m 
ween sciaininpciclaaaiiiacicateisiiimansitainh liciaihintemaimishnteiain - | — 
RN as em euiemeroeica on 3 2 | 2 7 
Daily average off duty--- dtu abies . 4 
a é : —| - 
NG oo WR ns. ota btin eke dbonniccecdelwas are wone-nae- ene] ll 





The above complement is based on each person working approximately 225 


days per year after allowance for regular days off, holidays, sick and annual 
leave. 
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Pay increase (Publio Law 85-584), $114,000 

The requested amount of $114,000 is for the change in pay scales authorized by 
Public Law 85-584 “District of Columbia Police and Firemen’s Salary Act of 
1958,” funds for which were not included in the regular appropriation for 1959. 
Equipment, $1,000 

Request is made for $1,000 to uniform the 11 additional White House Police. 

Mr. Tuomas. You may proceed, Mr. Baughman. 

Mr. BAucuMAN. These members of the White House staff are classi- 
fied as the 10 top Presidential assistants and of course they have 
highly classified papers, and it has been requested that we extend our 
duties to the protection of these files. 

Mr. Tuomas. The files are there at the White House ? 

Mr. Baucuman. The files are in the Executive Office Building. 

Mr. Tuomas. This is over in the old State Department Building? 

Mr. BaucuMan. That is correct, sir. 

Mr. Tuomas. Is that under your jurisdiction, or is it under the 
jurisdiction of the State Department ¢ 

In order to keep the record straight, should not the State Depart- 
ment take care of this item rather than charging it up to you people? 

Mr. Roonry. No; the State Department does not have anything to 
do with it. GSA, I believe, controls it. 

Mr. Tuomas. Should not GSA take it, rather than putting it in 
your lap ? 

Mr. Baucuman. The White House officials have requested it of the 
White House Police instead of GSA guards. 

Mr. Tuomas. Onecannot blame them for that. 
What part of this pay increase have you absorbed ¢ 
Mr. BaucuMan. Nothing,sir. The only way we could—— 


NUMBER OF PERSONNEL 


Mr. Tuomas. How many people do you have on your staff, and 
how many agents do you have? 

Mr. Baucuman. Actually, we have 148 White House Police officers 
on the rolls now, and the established post coverage requires 153. 
We cover the additional posts by working the men overtime. 

Mr. Tuomas. I note you have five vacancies. What is your clerical 
situation in addition to your agents ? 

Mr. Baucuman. There are no clerks on the White House Police 
force. 

Mr. Tuomas. There is no clerical staff in connection with that? 

Mr. Baucuman. We have clerical work, but that is performed by 
the officers themselves, and desk sergeants. 

Mr. Bow. Mr. Chairman, may I ask one question before these gentle- 
men leave? 

Mr. Tuomas. Surely. 

Mr. Bow. Do I understand that all of the old State Department 
Buildine will be policed by your officers, or just that portion occupied 
by the White House staff? 

Mr. BaucHMan. Just the portion occupied by the White House 
staff, and that is on the second floor of the Executive Office Building. 

Mr. Bow. The balance of the building would be policed, then, by the 
GSA guards? 
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Mr. BavueuMan. That is correct, sir. 

Mr. Bow. So, what you are asking for is only the protection of 
White House papers and officials? 

Mr. BaveuMan. Yes, sir. They feel if they had space at the White 
House, we would be doing this work anyway. 

Mr. Bow. In other words, you would be doing it over there rather 
than over here? 

Mr. BaucuMan. Yes, sir. 

Mr. Bow. That is all. 


Mr. Tuomas. Thank you very much, gentlemen. 


WepNeEspAy, Marcu 4, 1959, 
BUREAU OF THE MINT 


WITNESS 
LELAND HOWARD, ASSISTANT DIRECTOR OF THE MINT 


SALARIES AND EXPENSES 


Mr. Tuomas. The next item for the consideration of the committee 
is that request by the Bureau of the Mint. 

We are delighted to have with us at this time Mr. Leland Howard, 
who is the Assistant Director of the Mint. 

This item involves this language: 

An act to recognize the high public service rendered by Maj. Walter Reed 
and those associated with him in the discovery of the cause and means of trans- 
mission of yellow fever, as amended by the act of September 2, 1958 (Public 
Law 85-879) which inserted the name of Roger P. Ames. 

The amended appropriation language is requested authorizing the 
manufacture of a gold medal for Roger P. Ames from the appropria- 
tion currently av: ailable. 

What does it cost to strike one of those medals ? 

Mr. Howarp. We have estimated about $500, sir. 

Mr. Tuomas. Isthat the usual cost ? 

Mr. Howarp. Yes; we already have the dies. 

Mr. Tuomas. We will insert at this point in the record page 65 
of the justifications. 

(The page referred to follows :) 


JUSTIFICATION 


Amended appropriation language is requested authorizing the manufacture 
of a gold medal for Roger P. Ames from the appropriation currently available. 
This authority is requested to carry out the provisions of the act of February 
28, 1929 (45 Stat. 1409) entitled “An act to recognize the high public service 
rendered by Maj. Walter Reed and those associated with him in the discovery 
of the cause and means of transmission of yellow fever’, as amended by the 
act of September 2, 1958 (Public Law 85-879), which inserted the name of 
Roger P. Ames. 
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Mr. Rooney. Who is Roger P. Ames ? 

Mr. Howarp. As I understand it, this came from the Army—a re- 
commendation—and you people passed it down here in the act last 
September, and Ames was a doctor who waited on these yellow-fever 
patients. Originally in 1929, when they included a group of 
names—— 

Mr. Tuomas. Put a little history into the record at this point with 
reference to these two names, both Maj. Walter Reed and Dr. Ames. 

Mr. Howarp. In 192 9 Congress recognized the work done by Walter 
Reed in connection with the yellow- fever project—— 

Mr. Tuomas. Did they not name the hospital out here for him? 

Mr. Howarp. Yes; the hospital is named for him, as I understand 
it. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Howarp. In 1929 they gave medals to 22 men and 17 of those 
men, as I read the file, received a pension of $125 per month for life. 
Apparently the officers did not receive a pension. 

Later on that was increased to $200 a month. About 2 years ago 
the name of Gustav Lambert was added to this group—— 

Mr. Tuomas. And you are adding Ames to this group now ? 

Mr. Howarp. Yes, sir. 

Mr. Tuomas. Please give us a little further information with re- 
gard to Mr. Ames. 

Mr. Howarp. He was a doctor who waited on those who had the 
yellow fever. He was not one of those who took the yellow fever, 
or was bitten by the mosquitos. He waited on them, and his name 
has been added by Congress to this list. 

Ames is dead, and there will be no pension. 

We are merely striking the medal. We are not asking for any 
additional money. All we are asking for is this authority. 

Mr. Tuomas. Thank you very much, Mr. Howard. 
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01 

YSIS DIVISION 

OPERATING EXPENSES | 
Program and financing 
am a. eee 1 a Ks i 02 
Presently | Revised | 03 
available | estimate | Increase 04 
| 1959 | 1959 05 
fe ietiietesetoeetcs SisetedlitiastiesaeenDeneciiti sb lihabannd D desicaibaniiie inaticieneney ‘. | 06 
: en | , 07 
Direct program by activities: | f 
1. Vessel operations. $50, 782,724 | $51,013, 724 | $231, 000 08 
2. Aviation operations ae 19, 742, 518 19, 742, 518 ak Oe 
3. Shore stations and aids operations-- 49,000,676 | 49, 000, 676 10 
4. Repair and supply facilities 5, 725, 448 | 5, 725, 448 aa 11 
5. Training and recruiting facilities | 7,274,632] 7,274,632 12 
6. Administration ard operational control ‘ | 23,023, 373 23, 423, 373 400, 000 13 
7. Other military personnel expense... 19, 984, 121 19, 984, 121 S 15 
8. Supporting programs... .--- she ; | 6, 909, 797 | 6, 909, 797 
Total direct program costs. 182, 443, 289 183, 074, 289 631, 000 Ded 
9. Unfunded adjustments to total direct program costs: | 
Property or Services transferred in (—) without charge, | | 
nas re iaieleadaddacaniutctinig acteee | —985, 000 —985, 000 1959 
Total direct program costs, funded_-_-_-- | 181,458,289 | 182, 089, 289 | 631,000 f 
10. Relation of costs to accrued expenditures: Costs financed | 
from accrued expenditures of other years, net (— | 2, 748, 289 —2, 748, 289 . Obl 
Supplemental required for pay increase - - 7, 200, 000 +7, 200, 000 Tot 
: | - — Ful 
Total direct accrued expenditures-__-_~..--. ‘ | 171, 510, 000 179, 341, 000 | 7, 831, 000 Ave 
7 : ‘ Nu 
Unpaid undelivered orders brought forward _- - —14, 008,143 | —14, 008, 143 
Unpaid undelivered orders carried forward - - -- +13, 086, 787 | +13, 086, 787 
Total direct program (obligations) - - 170, 588, 644 178, 419, 644 7, 831, 000 
Reimbursable program: Total reimbursable program (obliga | 
tions) - : ee? Z 30,598,770 | 30, 598, 770 ~~ 
Total program (obligations) - --..-- ; | 201, 187,414 209, 018, 414 7, 831, 000 
Financing: 

Advances and reimbursements from: . 
Other accounts . _- . —30, 498, 770 30, 498, 771 1s 
Non-Federal sources (40 U.S.C. 481(c)) 100, 000 100, 000 : . 

1959 appropriation available in 1958- +1, 111, 356 +1, 111, 356 ; OF 

Appropriation (new obligational authority) 171, 700, 000 179, 531, 000 7,831,000 | R 
Ci 





VT 


VAL- 


231, 000 
400, 000 
631, 000 


631, 000 


200, 000 


831, 000 


831, 000 


831. 000 


831, 000 





i __——— 


Object classification 





Se —- 
Presently | Revised 
available | estimate Increase 
1959 1959 


ee a a 


Military: 
Average number 


26, 201 


26, 201 














Number of military personnel at end of year....-....-.--...- 26, 185 WG pee ict... 
= = _ = 
Civilian: 
Total number of permanent positions_........-...-....-..- 3, 341 | 3,341 | 7 ‘i 
Full-time equivalent of all other positions..............--- 70 | 70 ets 
Average number of all employees-- edulieg chactanaaatal 3,179 | OAT Be es 
Number of employees at end of year. _....--.-.-----....-- 3, 513 | 3, 513 diciitgand 
01 Personal services: | 
Permanent positions: | 
Military biddbhganntdduaipibhdidaweed $91, 412, 677 $97, 563, 677 $6, 151, 000 
Civilian. anal ital satkate nettles 14, 724, 267 | 39, Of 915, 729 
Positions other than ‘per manent-_-....-. eeaeee 365, 065 | 37, 500 
ARI OTRO BINWNON 0. Sa vice cosans narinnedicned. 231, 854 | 19, 356 
‘Totel peteonal eer vions.....~ 22... sncnwccucse ---| 106,733. 863 113, 857, 448 7, 123, 585 
02 Travel. “ 4, 719. 566 | 4, 719, 566 ‘of 
03 Transportation of things ak 2, 754, 187 | 2, 754, 187 . 
04 Communication services Es ; 1, 079, 971 1,079, 971 |-- on 
05 Rents and utility services-.- ne a 1, 357, 203 | ee A . 
06 Printing and reproduction-. J sf 427, 259 | i i ; 
5 a ae, eee 12, 253, 615 12, 317, 315 | 63, 700 
Services performed by other agenc ies. a 3, 317, 314 yo ty Re ee 
08 Supplies and materials. 24, 172, 988 24, 172, 988 asad Bn 
0 Oe eee ann 11, 196, 483 11, 196, 483 : aes 
10 Lands and structures. _- sone Benalla dees 250, 000 We Se t....... 1 ic...... 
11 Grants, subsidies, and contributions-. =: 1,079, 095 | 1, 142, 810 | 63, 715 
12 Pensions, annuities, and insurance claims__-_- mek F 977, 904 | 977, 904 |_-...-- eae 
13 Refunds, awards, and indemnities__.......... haben 57, 302 | 57, 302 400, 000 
15 Danes and aencesments...................-.--- winieaniack 1, 343, 825 | 1, 523, 825 | 180, 000 
SE SS A Sy ae, 171, 729, 575 179, 551, 575 7, 831, 000 
Deduct charges for quarters and subsistence_ - = —~ —20, 575 20, 575 Svahaswtbloaits 
Total, Coast Guard (normal year)....--- ome) .---| 171,700,000 179, 531, 000 7, 831, ‘000 
1059 prozram obligated in 1958. ............................... =~], 111,356 | —1, 111,366 }-.----22...... 
et es is SS eee) eo A 170, 588, 644 | 178, 419, 644 | 7, $31, 000 
Obligations payable out of reimbursements 
Total number of positions: Military- --- etd tae ee es 3, 393 3, 393 ie stebidnw é 
Full-time equivalent of all other positions_...- ie cniadaaintaa aide 7 i otecaiesaiahaeiaridat 
Average number of all employees. ........-.----.------------- 3, 400 att Se 
Number of employees at end of year.........--.......---.-..- 3, 400 3, 400 |---- va 
Total obligations payable out of reimbursements_._---- 30, 598, 770 30, 508, T7D ids. Aes 
en a aon dd on Ca bli cacabbedamutctidcessodl 201, 187,414 | 209, 018, 414 | 7, 831, 000 


Mr. Tuomas. The next item for the consideration of the committee 
is the request by the U.S. Coast Guard for an additional amount for 
operating expenses of $7,831,000. 

We are pleased to have with us at this time Vice Adm. 
Richmond, oman unt: 
Commandant; 


Alfred C. 
Rear Adm. James A. Hirshfield, Assistant 
Capt. W alter C. C apron, Deputy Chief of Staff; Capt. 
Paul E. Trimble, Comptroller, and Comdr. Robert W. Goehring, 
Chief, Budget and Cost Analysis Division. 

Admiral Richmond, we shall be glad to hear from you at this time. 
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GENERAL STATEMENT 





Admiral Ricumonp. For the “Operating expenses” we are request- M 
ing the amount of $7,831,000 composed principally of pay increases, } Act! 
There were two items- A 

Mr. Tuomas. Pay increases? 

Admiral Ricumonp. Yes, sir; for military and civilian pay, sir. f 

Mr. Tuomas. $6.1 million? A 

Admiral Ricumonp. For military pay, $6.1 million, and $1.1 million M 
for civilian pay increases, sir. A 

Mr. Tuomas. You may proceed, Admiral. y 

Admiral Ricumonp. And we are requesting an amount of $231,000 civl 
for cost of living allowance changes in Alaska and Hawaii, and a the 
$400,000 item to satisfy a compromise settlement of the South Amboy A 
explosion suits against the Government under the Tort Claims Act. 7 

SETTLEMENT OF SOUTH AMBOY EXPLOSION SUITS any 
4 

Mr. Tuomas. What do you mean by that? h 

Admiral Ricumonp. In 1950 there was a serious explosion at South f 
Amboy. the 

Mr. Tuomas. In 1950? } 

Admiral Ricumonp. Yes, sir; and as a result of that explosion there J 
was a loss of life and property damage. A number of suits were in- wh 
stituted against the Government and other defendants. These cases | str 
have been pending for quite some time, and there has been an attempt ] 
on the part of Chief Justice Forman of the district court in New ! 
Jersey to settle the matter without going into full litigation. ot! 

Mr. Tuomas. Has the $400,000 been reduced to judgment or is it ] 
a firm figure, Admiral? bet 

Admiral Ricumonp. It is a firm figure. The Attorney General has . 
agreed to that. lis 

Mr. Tuomas. How many cases are involved in the total settlement bo 
of $400,000? 

Admiral Ricumonp. There were 121 plaintiffs against the Govern- 
ment and 11 other defendants, sir. The total claims submitted amount Tu 
to well over $22 million. 

Mr. Tuomas. What was the final figure as to the Government’s “ 
liability ? We 

Admiral Ricumonp. The final figure came down to $3,310,000, as a 
a settlement on a compromise basis—out of court basis—of which the 
other defendants are taking $2,910,000 and the Government’s share _ 
is $400,000. 

Mr. Tuomas. Therefore, what would the whole thing cost the Gov- in 
ernment ? - 

Admiral Ricumonp. The total cost to the Government would be 
$400,000. di 

Mr. Tuomas. You mean the Government’s liability is $400,000 | fe 
overall? 

Admiral Ricumonp. Yes, sir; it has been compromised at $400,000, 

Mr. Tuomas. What will the other 10 or 11 defendants have to pay? li 


Admiral Ricumonp. $2,910,000. 
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PAY ACT INCREASES 


ci Tuomas. $6,100,000 was brought about as the result of the Pay 

ct ? 

7 Admiral Ricumonp. $6,100,000 represents the increase in military 
pay brought about as the result of the Pay Act. 

Mr.’ Tuomas. And the increase for the civilians is $1,100,000? 

Admiral Ricumonp, Yes, 

Mr. Tuomas. Are these firm figures ? 

Admiral Ricumonp. Yes. 

Mr. Tuomas. Do you have any vacancies in either category now, 
civilian or military? How many appropriated jobs did you have in 
the military ? 

Admiral Ricumonp. An average of 26,201 military (exclusive of 
those financed through reimbursable programs), and 1,909 classified. 

Mr. Tuomas. How many unfilled jobs in both classifications as of 
any recent date? 

Admiral Ricumonp. I would have to put that in the record. 

Mr. Tuomas. Can you give us an approximate figure ? 

Admiral Ricutonp. I would say probably between 50 and 100 for 
the civilians. 

Mr. Tuomas. What about the military? 

Admiral Ricumonp. We are 93 below strength in the classified, 
while our budgeted lapse rate indicates we should be 103 below 
strength. 

Mr. Tuomas. How about the military ? 

Admiral] Ricumonp. We have regular recruiting service like any 
other military service, and it varies from month to month. 
lt — What are your most recent figures of your unfilled 

rths 

Admiral Ricuomonp. Well, I would have to check the officer and en- 
listed strength in the projected plan for the month and get our own 
board figures for the present time. I can put that in the record. 


Military strength, operating expenses as of Jan. 31, 1959 








Planned Actual Variation 

on aces aie taisamiia eee eainne 2, 443 2, 431 —12 
means @Unee ail ie el lh ied dada deccbabbhnd 867 860 —7 
Cadets.. ii ct a ee al ll 575 §a2 +17 
Mee Wide), 421.12 ec. 2 eo ee peg ee 22, 263 | 22, 295 +32 
a a oe | 6, 148 | 26, 178 | +30 


These strength figures are for direct program military personnel. Pay 
increases for reimbursable program military personnel are not included in this 
supplemental request. 

Although we are presently above the planned strength, the recruiting and 
discharge programs will be adjusted to achieve the average strength budgeted 
for fiscal year 1959. 


Mr. Tomas. What about your reenlistments ? 
Admiral Ricumonp. Our reenlistment rate is increasing, particu- 
larly in the second and third enlistments. 


Mr. Tromas. How firm is this figure of $6,151,000 for your military 
personnel ? 
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Admiral Ricumonp. It is very firm. 
Mr. Txromas. When was it made? 
Admiral Ricumonp. Within the last 2 months. 


COST OF LIVING ALLOWANCE 


Mr. Tuomas. What about this cost-of-living allowance, $231,000! 

Admiral Ricumonp. That has come about due to the fact that the 
Joint Services Committee has adopted a new system of establishin 
this cost of living allowance. Probably on the average for the other 
Armed Forces it is not more expensive, but it hits us particularly 
bad because two-thirds of our personnel] not in the continental limits 
of the United States are in Hawaii and Alaska, two areas where the 
rate has gone up. 

Mr. Tuomas. What is the extra allowance? 

Admiral Ricumonp. It is a differential because of the higher cost 
of living in those areas. 

Mr. ‘Tuomas. I have heard a good many people in the armed 
services complaining about their differential being cut, the cost-of- 
living allowance being cut all over Europe. 

Admiral Ricumonp. That could be. The point that I make is in 
some areas it has gone down under the new formula and in other 
areas it has gone up. In Alaska and Hawaii the latter is true. Two- 
thirds of our people outside the continental limits of the United 
States are in the increased cost area. 

Mr. Tuomas. Where are they outside the continental United 
States? 

Admiral Ricumonp. Primarily in Alaska and Hawaii. We have 
some in Puerto Rico. 

Mr. Tuomas. How many people are involved in this $231,000 in- 
crease in cost allowance ? 

Admiral Ricumonp. A total of 2,378 in Hawaii and Alaska. 

Mr. Tuomas. Is that a firm figure? How did you arrive at it! 

Admiral Ricumonp. That is the actual onboard complement as of 
the date this was computed. 

Mr. Tuomas. What was the original cost-of-living allowance for 
them in Alaska and Hawaii? 

Admiral Ricumonp. There was no allowance in Hawaii. 

Mr. Tuomas. It was all for Alaska. What was that figure? 

Admiral Ricumonp. As an average, subsistence, $3, and quarters, 
$1.50. 

Mr. Tuomas. For what period of time? 

Admiral Ricumonp. Enlisted men, $1.35, and officers, $1.85, or an 
average of $1.50. 

Mr. Tuomas. Is that on a monthly basis? 

Admiral Ricumonp. A daily basis. 

Mr. Tuomas. That is an a daily basis, $3 for subsistence, and $1.50 
average for quarters? 

Admiral Ricumonp. Yes, for officers and men. The new rates under 
the new formula vary for subsistence from $3.15 for enlisted with two 
dependents to $4.85 for officers with two dependents, so it has gone 
from $3 to $4. 

Mr. Tuomas. It is more than that. From $3 to almost $5. You 
were giving me an average figure? 
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Admiral Ricumonp. Yes. The new quarters allowance for the en- 
listed men, two dependents, is $1.45 and $2.75 for officers. 

Mr. Tuomas. If you can come out to within 15 percent of your over- 
all figure you are pretty good. 

Admiral Ricumonp. There has been an added quarters allowance 
for Hawaii which did not exist before. We have 1,347 people in 
Hawaii. 

Mr. Tuomas. You do not have any subsistence for your people in 
Hawaii; it is all quarters? 

Admiral Ricumonp. We did not under the old system. We have 
both now in Hawaii. 


JUSTIFICATION OF THE ESTIMATE FOR PAY INCREASES 


Mr. Tuomas. We will insert pages 77 and 78 of the justifications in 
the record at this point. 
(The pages referred to follow :) 


4. JUSTIFICATION 


Public Law 85—462, approved June 20, 1958, increased the pay rates of classi- 
fied employees and employees whose salary ranges are administratively deter- 
mined. This law increased civilian pay requirements for fiscal year 1959 under 
“Operating expense” appropriation by $1,100,000. 

Detailed computation of the increased cost of Public Laws 85-422 and 85-462 
is shown below : 

MILITARY PERSONAL SERVICES 


Computation of increased costs 


























Monthly 
increase Average 
Basic pay based on Average annual Total 
average number increase increase 
years of 
service 
$a 
Commissioned: . | 
Vice admiral. iy ILI Rea. $323. 60 1 $3, 883. 20 $3, 883 
Rear admiral (upper) - - -- ’ 273. 60 | 10 3, 283. 20 32, 832 
Rear admiral (lower) ..---- : : 207. 80 6 2, 493. 60 14, 962 
Captain-- opal Le pananges 161. 20 | 160 1, 934. 40 309, 504 
Commander. -- inal = 111. 60 | 385 1, 339. 20 515, 592 
Lieutenant commander -- -- 55. 20 | 434 662. 40 287, 482 
Lieutenant_. ninth . acd 57. 60 | 562 691. 20 388, 454 
Lieutenant (jg.)-..------.---- a niecetintneael 34. 60 | 428 | 415. 20 177, 706 
Total, commissioned officers-.-- _— 1, 986 | | 1,730, 415 
Warrant: 
W-4.... . a 60. 20 53 722. 40 38, 287 
W-3.... ‘ 3: ae 59. 00 119 708.00 | 84, 252 
i on : uta de aeieal 32. 60 318 391. 20 124, 402 
ene ae. ; -_ Sneath buedebeaian se 42. 60 377 511. 20 192, 722 
Total, warrant officers... =a pe -_ | 867 ve 439, 663 
Enlisted: 
E-9_... hind ; Kiem = 119. 20 | 17 1, 430. 40 | 24, 315 
BE ster comis a oot niin caleba penta 59. 20 68 | 710. 40 | 48, 307 
E-7.... rs ; coaanaiioles : . 29. 20 | 2, 339 | 350. 40 | 819, 586 
Ks <<. Shab oneeas ; an ner bbecanhe on 21.00 | 3, 555 252.00 | 895, 860 
Og ac cal sila pddiegtnbdienpane 21.70 | 4, 100 260. 40 1, 067, 640 
DPE AS Bee ccakestniincke thee ebescuswmibes 9. 60 | 3, 279 115. 20 377, 737 
ict 4) ib.) Reediame A Bice OL en Vain eee 
TE, WON 6 een encaneeee | 13, | 3,233, 445 
Total basic pay increase.._........-.-.------ nanlcal , 403, 523 
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Other increases 














Officer responsibility pay for % year only (127 officers) _.._._________ $60, 000 

Attendant costs resulting from the rise in basic pay: 
(a) Terminal leave payments and reenlistment bonus... .. - 456, 477 
(b) Government contribution to social security fund__...._____ 180, 000 
Ba apse eneinenientndacinatrsaiptiicd->draineteenninetapettnmmementarentraneeenenenenes 6, 100, 000 

CIVILIAN PERSONAL SERVICES 
Computation of increased costs 
J : . 
Grade | Number Amount of 
| increase 

GS-16 1 | $1, 365 
lint Rathdn bp tite teak inks omaiyetn 6 | 7, 620 
gates Secaucus abnoeeon 6 | 6, 585 
neat 46 | 44, 825 
I caetiaiclnmaiccanne businwareaamercaunoumbaee 71 | 61, 235 
SR digied 6 <> iisenennkdencenoes 120 | 89, 225 
GS-10. ..-.-- 19 | 12, 470 
a 129 | 77, 550 
A Cie ey 16 | 9, 050 
ee | 170 | 88, 675 
aaah ich cet hia eal 81 | 39, 195 
te eee 290 | 128, 120 
peo. LO SEL 611 197, 530 
eat A esha id ee eos 385 134, 960 
EE Aelatitiiaeetiderchsiattenginscstanese 50 16, 790 
i 8 2, 490 
Increase for classified _- - ae ; , 909 017 , 685 
Sc itirdillicaetrenssctinisidnnn enttanidindeienelene 3 5, 950 
Net increase for classified positions - - ---- ; , si 870, 735 
Increase for keepers and light attendants as . 44, 994 
Increased cost of employment, Coast Guard yard_- | 60, 515 
Part-time employment, me SS ‘ i 37, 500 
Regular pay above 52-week base. ..................-......--..-.-... 3, 508 
Territorial cost of living allowance s- -- bipacetinnlanicese 9, 068 
Additional comp nsa ion in lieu of o vertime and night differential pay - - ioe 6, 690 
Government contribution to civil service retirement fund__..-._.....-..-..--|--..-- 63, 715 
Government contribution to employee insurance _..___ 3 3, 185 
ronevnceeencnananeninieietceaaamn 
Total 1, 100, 000 


Mr. Tuomas. We appreciate the appearance of you gentlemen very 


much. 
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Wepnespay, Marcu 4, 1959. 
POST OFFICE DEPARTMENT 
WITNESSES 


HYDE GILLETTE, ASSISTANT POSTMASTER GENERAL, BUREAU OF 
FINANCE 

LINDLEY H. NOBLE, DEPUTY ASSISTANT POSTMASTER GENERAL 
AND CONTROLLER, BUREAU OF FINANCE 

CLARENCE N. BRUCE, ASSISTANT CONTROLLER FOR BUDGET, BU- 
REAU OF FINANCE 

IRVING I. RAINES, DIRECTOR, POSTAL RATES DIVISION, BUREAU 
OF FINANCE 

E. J. WALSH, ASSISTANT CONTROLLER FOR ACCOUNTING, BUREAU 
OF FINANCE 

FREDERICK E. BATRUS, EXECUTIVE ASSISTANT, BUREAU OF 
TRANSPORTATION 

RALPH ALEXANDER, DIRECTOR, TRANSPORTATION DEVELOP- 
MENT AND RESEARCH DIVISION, BUREAU OF TRANSPORTATION 

EMIL STEPPER, CONTROL OFFICER, BUREAU OF TRANSPORTATION 

LOUIS J. DOYLE, ASSOCIATE GENERAL COUNSEL 


Mr. Tuomas. The committee will come to order. 


GENERAL STATEMENT 


We have before us the Post Office Department. Do you have a gen- 
eral statement for us, Mr. Gillette? 

Mr. Guuetre. Yes, sir. Mr. Chairman and members of the com- 
mittee, the estimates and appropriation requests now before you cov- 
ering the public service cost of the Post Office Department for fiscal 
year 1959 are being submitted in compliance with the requirements of 
the Postal Policy Act of 1958 which became law on May 27, 1958. 

Mr. THomas. When was that put on the books and when did it get 
to your shop? 

Mr. Gitterre. It became a law May 27, 1958, and I am sure that it 
came to our shop shortly after that, Mr. Thomas. 

Mr. Tuomas. Around the first of June, we will say / 

Mr. Gittette. Yes. 

A brief review of the circumstances leading to enactment of the 
provisions of Public Law 85-426 relating to the postal rate subsidies 
to certain subclasses of mail may prove helpful to the committee. 

Historically, whenever postal rate increases were considered by the 
Congress opponents of such increases came before the committees of 
both Houses with the claim that rate increases would not be neces- 
sary if the Government would meet the cost of those postal rate sub- 
sidies granted by the Congress in the public interest and not burden 
the mail patron with the cost of such subsidies. Recognizing the 
need to separate the cost of services performed for the public weliare 
from that incurred in providing mail service for individuals and 
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business enterprises, the President, in a special message to the Cop- 
gress on January 11, 1955, stated: 

Certain services which are performed by the Post Office, such as those for 
the blind, are a part of general welfare services. The cost of such services 
should not be borne by users of the mails. Expenditures for them, and for 
services performed for the Government, should be identified and met by direet 
appropriation. 

Identical bills (H.R. 5206 and S. 1033) were introduced dnring the 
Ist session of the 85th Congress by the chairman of the House and 
Senate Post Office and Civil Service Committees to provide reim- 
bursement to the Post Office Department from the general funds of 
the Treasury for the postal rate subsidies extended to certain sub- 
classes of mail carried either free of charge or at reduced rates of 
postage and the excess cost of transporting international mail by 
foreign-flag air carriers 

Testifying before the House Post Office Committee on March 7, 
1957, in support of H.R. 5206, Mr. Maurice H. Stans, who was then 
serving as Deputy Postmaster General, advised the committee that 
enactment of legislation to provide reimbursement to the Depart. 
ment from the Tre sasury of revenues forgone through rate conces- 
sions deemed by the Congress to be benefic ‘ial to the American public 
generally was: 

* * * one of the few remaining actions needed to place the Department on a 
sound basis of accounting for the aggregate revenues and expenses of the postal 
service. 

Mr. Stans indicated that the rate subsidies for which the Depart- 
ment would seek reimbursement under the act amounted to about 
$26.4 million based on fiscal 1956 experience, the latest figures avail: 
able at that time. 

Mr. Tuomas. This act is on the books. It isthe law. It is working 
all right. Does the Department have any plans to modify it or change 
it in any way? Are you satisfied with it? 

Mr. Gierre. Are you referring to Public Law 85-426? 

Mr. Tuomas. Yes. That is the law. That is the law that you 
gentlemen advocated the passage of. 

Mr. Gittetre. I was referring to our advocating the passage of a 
different law, H.R. 5206, which did not become a law. 

Mr. Tromas. Were the two laws substantially the same, or ma- 
terially different ? 

Mr. Giutetre. There was some difference, because 85-426 added 
certain additional public services that were not in H.R. 5206. 

Mr. Tuomas. Substantially the two were thesame. Maybe one went 
further than the other, but they recognized the same thing. It was 
a matter of degree ? 

Mr. Gitietre. The degree was very substantial, and it was mainly 
in that Public Law 85-426 added certain items which H.R. 5206 did 
not have, which materially increased the total amount of reimburse- 
ment for so-called public services. 

Mr. Tromas. If what Mr. Stans advocated had gone into effect 
you would be looking for what? 

Mr. Guttette. Instead of $171,259,000, we would be looking for 
about $31 million. 

Mr. Tuomas. There would be a savings of at least $140 million? 
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Mr. Gitterre. Yes, because of the additional items that were listed 
in 85-426 and because of the fact that there was a different concept 
jn considering the reimbursement for preferred mail. 

Mr. TrHomas.. When you say “more items,’ you mean more items 
would have paid their fair share of the cost? Is that what you mean 
by “more items” ? 

Mr. Gitterre. More items would have been listed for reimburse- 
ment by the Treasury to the Post Office Department. 

Mr. Tuomas. How could you have a decrease in the amount of 
money that you are looking for then? Are you saying that more 
people would have used the Post Office and paid less money than they 
are paying under the existing law for the services rendered ? 

Mr. Gittetre. No. There were fewer items in H.R. 5206 which was 
reported out by the House Post Office and Civil Service Committee, 
and they were calculated on a different basis. 

The House bill was reported on March 20, 1957. The report of the 
House Post Office and Civil Service Committee stated: 

Through the years various laws which provided either free or reduced rates of 
postage to certain categories of mail users were enacted by the Congress. The 
loss of revenue or “price concessions” resulting from these services increase the 
postal deficit. Because the services performed under these laws are for the 
general welfare and advance the programs of the Government generally, it is 
not believed practicable to charge any particular Government agency for them. 
But neither should such services or subsidies be left in postal operations and thus 
increase the Department’s deficit * * *. 

The report of the House committee traced the development of the 
principle of not requiring postal patrons to pay the cost of rate con- 
cessions granted in the interest of the Nation at large by citing the so- 
called Kelly law of 1930 which required the Postmaster General to 
report, but only to report, to the Congress annually the revenues 
foregone owing to services performed free or at reduced rates of 
postage. The House committee also indicated that the Kelly Act was 
inadequate and obsolete in its coverage and that new legislation had 
become necessary. 

On March 21, 1957, the Postmaster General appeared before the 
Senate Committee on Post Office and Civil Service to reiterate the 
position of the Department in regard to public service costs and to 
refute the allegation of the Senate committee’s Citizens Advisory 
Council that no true deficit existed (in fiscal 1955) if all of the public 
service costs of the Post Office—estimated by the Advisory Council to 
amount to more than $392 million in fiscal 1955—were considered. 

Referring to the Citizens Advisory Council’s report as inaccurate, 
the Postmaster General estimated that the combined costs of postal 
rate subsidies and services performed for other Government agencies 
amounted to about $29 million in fiscal 1956. 

On February 25, 1958, the Senate committee reported a combined 
postal rate increase and postal policy bill. The bill reported by the 
Senate Post Office and Civil Service Committee, like that of the 
House committee, contained a list of public services for which reim- 
bursement was authorized but it differed from the House version in 
two important respects. To the list of rate concessions contained in 
the House bill. the Senate committee added other items of public 
service and a different concept of the measure of the amount of sub- 
sidy. Moreover, the bill reported by the Senate committee author- 
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ized reimbursement to the revenues of the Post Office Department 
for each fiscal year of an amount deemed to be attributable to public 
services equal to 15 percent of the total estimated expenditures of the 
Post Office Department thereby arbitrarily fixing a predetermined 
amount each year. Had this provision been enacted, the amount of 
public welfare expenditures for which the Department would be 
seeking an appropriation at this time would be approximately $585 
million for 1959. When the bill reported by the Senate committee 
was debated on the Senate floor, the Chairman of the Senate Ap- 
priations Committee, Mr. Hayden, introduced an amendment author- 
izing apropriations to the revenues of the Post Office Department for 
public welfare services of an amount— 

equal to the total estimated expenditures of the Post Office Department for 
the year for such public services as determined by the Congress in the Appropria- 
tion Act based upon budget estimates submitted to the Congress. 

In amendming the language of the Postal Policy Act to permit the 
Appropriations Committees and the Congress in the Appropriation 
Act to be the final arbiters of the amount of the public service costs 
of the Post Office each year, Senator Hayden advised his colleagues 
that this “same principle was involved in a bill which was favorably 
reported to the House.’ 

Although the Hayden amendment made the determination of the 
amount of the public service expenditures subject to the discretion 
of the appropriation procedures, the list-of public services contained 
in the bill reported by the Senate Committee remains in the act. With 
regard to this list, Chairman Murray of the House Committee on Post 
Office and Civil Service made this statement on the floor of the House 
at the time of the debate on the conference version of the bill which 
was ultimately adopted: 

There are certain features of the postal policy provisions which will raise 
very serious questions in the future when it comes to appropriations called for 
public service. It will be something that the Appropriations Committee will 
want to look very carefully at when it comes to making appropriations for the 
total loss of certain services as compared to our position on the loss of revenue. 
Also, it will be inappropriate, in my opinion, to provide a subsidy for the delivery 
of mail to individuals or star routes or fourth-class post offices when millions 
of others on rural routes and in cities receive their mail delivered without any 
indication that it is subsidized delivery. I believe the time will come when we 
will have to take care of the inconsistencies in the policies and prepare to sup 
port such revisions in line with the position of our committee and the House 
when this bill was before them last year. 

It is clear from the legislative history of the public service pro- 
visions of Public Law 85-426 that it was the intent of the Congress 
that the amount of the public service costs of the Post Office De 
pattment for which reimbursement should be made should be de- 
termined anew in each fiscal year in the appropriation process of 
the Congress. 

Paragraph (b) of section 104 of the Postal Policy Act of 1958 re- 
quires that the Post Office Department submit budget estimates of the 
amount of the cost of public services enumerated in that section. In 
submitting to this committee estimates of public service costs of 
$171,259,000 for fiscal 1959, the Department is adhering to the best of 
its ability to the requirements of section 104 of the Postal Policy Act. 


/ 


| 


T 
of t 


pri 
Offi 
bee 
it-e 


esti 
ear 
act! 


resi 

os 
for 
as | 
“lo: 


ent 
lic 


the 
‘ion 
ned 
‘ith 
‘ost 
use 
ich 


aise 
| for 
will 
' the 
nue. 
very 
ions 
any 
1 we 
sup 
use 


oTO- 


de- 
; of 


re- 
the 

In 
of 
t of 
Act. 


835 


The final determination of the amount of the public service costs 
of the Post Office Department rests, of course, with the Congress. 

It should be noted that this appropriation, unlike ordinary appro- 

riations, will not in any way increase the amount that the Post 
Office Department can spend in fiscal 1959. Such amount has already 
been established under the regular appropriation act. Neither will 
itehange in any way the scope or extent of the services which the Post 
Office Department is authorized to perform. 

As stated in the detailed justification accompanying our request, the 
estimates upon which the amount is based have been developed by 
careful study and analysis of existing costs projected to the level of 
activity anticipated for the 1959 fiscal year. 

While Public Law 85-426 makes specific reference to the losses 
resulting from the operation of star routes and third- and fourth-class 
post offices, I want to point out that we have not included any estimates 
for those segments of the service. After considerable study we have 
as yet been unable to discover any practicable way of estimating what 
“loss,” if any, may be attributable to these operations. We have ex- 

lained this in some detail in our justification, giving our reasons why 
it seems wholly impractical to develop such an estimate. 

I cannot emphasize too strongly that it is the Department’s feeling 
that none of the amount recommended relates to the fourth-class mail 
subject to the authority of the Postmaster Genera] as to rates. The 
only public service item enumerated by the law that could possibly 
be construed as relating in any way to such mail would have been that 
provided for under subparagraph 104(a) (2) relating to loss resulting 
from the operation of the star route system and third- and fourth-class 
post offices. As I stated, we know of no practicable way to determine 
the amount of such loss, if any. No estimate was therefore submitted 
for this item. 

Even if such loss were possible of determination, it is the Depart- 
ment’s position that no part of such loss properly could be attributed 
to that portion of fourth-class mail which by law must cover its cost 

31 U.S.C. 695; 39 U.S.C. 247). In the opinion of the Department 
ere is in the handling of parcel post and catalogues no element of 
“public service” as defined : title I of Public Law 85-426 and the 
rates established therefor should return the full cost of the service. 

In view of the contentions which have been made in connection with 
the proposals made by the Postmaster General to the Interstate Com- 
merce Commission for revised rates on parcel post and catalogues, the 
Department believes that the situation might be classified if the com- 
mittee would either adopt appropriation language clearly expreeeing 
its intention that no part of the appropriation for public services shall 
apply to the loss, if any, resulting from the operation of the star route 
system and third- and fourth-class post offices or, if the committee 
report would specify the individual public service components in such 
a way as to show that the total appropriation does not include any 
amount covering the item set forth in section 104(a) (2) of the Postal 
Policy Act of 1958. 
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PAYMENT FOR Pusuic SERVICES 


Program and financing 





ee 


1958 actual | 1959 estimate 


, a 
Program by activities: 

1. Total loss on free and preferred rate mail_-._.--.- : $128, 236, 000 

2. Loss on nonpostal services for other agencies. . 16, 988, 000 

3. Loss on special services_. --- ; 24, 894, 000 

4. Cost of excess rates paid to foreign air carriers. 1, 141, 0 


Total obligations__.. 
Financing: 


Payment for public services: 
Appropriation: General fund__--. 


—.. 


171, 259, 000 


| 171, 259, 000 


Object classification 





ee 


j 








| 1958 actual 1959 estimate 
11 Grants, subsidies, and contribution..................-__---_-_-.--.__.___} | $171, 259, 000 
CAE RE RR Le eee pedda couse emaccel | 171, 259, 000 
| 








Mr. Tuomas. For “Payment for public services,” 
you are asking for $171,259,00. 


Mr. Tuomas. At this point we will insert pages 1, 2, 3, 4, and 5 in 
the record. 


(The pages referred to follow :) 


it is noted that 


PAYMENT FOR PUBLIC SERVICES, 1959 (OuT or THE GENERAL FUND) 


Analysis of appropriation request 


Activity 1959 estimated 
(1) Total loss on free and preferred rate mail ~.--.-_--_______ $128, 236, 000 


(2) Loss on operation of star route system and 3d- and 4th-class 
offices 


(3) Loss on nonpostal services for other agencies__..._..__.______ 16, 988, 000 
nn 2 Oe ae See sine nennnin 


(5) Cost of excess rates paid to foreign air carriers 


ND Avge amulet pels wettendehigepblch cette ind eecne 171, 259, 000 


GENERAL STATEMENT 


The Postal Policy Act of 1958 (title 1, Public Law 85-426), approved May 27, 
1958, lists certain public services performed by the Post Office Department and 
authorizes the appropriation of such amounts as Congress may deem to be loss 
attributable to these services based upon estimates submitted to the Congress. 
The amounts thus appropriated each year are to be paid into the postal fund as 
revenue from the general fund of the Treasury. These appropriations do not 
carry with them any additional obligational or expenditure authority, for the 
Post Office Department. The appropriation is merely a device by which the 
Congress itself will establish each year the portion of the Department's net 
cost which should be borne by the general taxpayer. The remaining portion 
should be paid for by the users of the postal services in accordance with the pro- 
visions of the Postal Policy Act. 

In the closing weeks of the 2d session of the 85th Congress, after the passage 
of the Postal Policy Act, estimates of public service losses for fiscal year 1959 
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were submitted for the first time to the Senate Committee on Appropriations 
with the request for the inclusion of an appropriation for this purpose in the 
supplemental appropriation bill, 1959, then under consideration by that commit- 
tee. The committee deferred action on the request and recommended that it be 
resubmitted at the next session of Congress. 

The estimates fur public service lusses as compiled by the Department are 
based on actual experience for fiscal year 1957 adjusted for changes in cost 
aud volume anticipated for 1959. Costs used in these estimates are the fully 
allocated costs as developed by cost ascertainment system procedures. Revenues 
or reimbursements, if any, for the various services involved are also computed 
by cost ascertainment methods and applied against related costs in arriving at 
the estimated losses to be reimbursed from the general fund of the Treasury. 

In preparing the estimates called for under Public Law 85-426 (sec. 104(a)), 
the Department has experienced some difficulties and has encountered inequities 
from the point of view of the general taxpayer which it belieevs call for amend- 
ing legislation. This situation was foreseen by the President at the time he 
approved the bill on May 27, 1958, when he said, in part: 

“There are in the bill several matters which cause me grave concern. The 
first is the excessive amount of postal service costs which are assessed against 
the United States Treasury. Certain items identified as ‘public services,’ such 
as the star-route system, are not services at all but are basic components of the 
system of moving mail between post offices. The consequence of this mis- 
construal of the public services performed by the Post Office Department is to 
burden the Treasury annually with $100 million or more of operating costs 
which logically and equitably should be paid by the users of the mails by means 
of proper rates of postage. The concept of public service which is inherent 
in the bill is clearly in error and without precedent. The true measure of the 
cost of the public services performed by the Post Office Department is the loss 
of revenue arising from specific rate concessions made under the law to certain 
subclasses of mail users. I am hopeful that the Congress will review section 
104 with a view toward restating the ‘public services’ of the Post Office De- 
partment to conform with this concept.” 

In the case of paragraph (2) of subsection 104(a), the Department has 
submitted no estimates for any losses that may be attributable to the operation 
of star routes and third- and fourth-class post offices, for the reason that 
it knows of no practicable way such losses, if any, may be determined. The 
reasons for this conclusion are outlined in the paragraphs immediately fol- 
lowing: 

To understand why the Department has been unable to determine the “loss” 
resulting from the operation of star routes and third- and fourth-class offices, 
referred to in paragraph (2), it is necessary to recognize the fundamental 
difference between (a) the activities covered by this paragraph which are 
functional parts of the postal system itself and for which no fees are charged 
as such and (b) classes or types of service offered by the system to its users, 
such as first-class mail, second-class mail, money order, registry, etc., for which 
specific rates or fees are charged. Both the costs and revenues attributable 
to each of the various classes of service in the latter category have been de- 
termined for many years by the cost ascertainment system as required by act of 
Congress (39 U.S.C. 826) and adequate data with respect to losses under the 
various classes and subclasses mail are currently available. 

The loss or gain on the operation of functional segments of the postal system 
itself, however, involves an entirely hypothetical concept for which no adequate 
data, to our knowledge, has ever been developed, if indeed a generally satisfac- 
tory basis for developing it can even be conceived. To determine the loss assign- 
able to the operation of the functional segments of the postal network referred 
to in paragraph (2) would seem to require: (a) The allocation of general 
regional and headquarters expenses, including research to these functional seg- 
ments to arrive at their total cost; (b) the determination of the revenues received 
from just that mail which actually moves through those functional segments, 
including mail originating at other points, as well as mail originating at these 
segments and moving elsewhere; and (¢) an allocation of an appropriate portion 
of such revenues to these specified functional segments. 

The development of the basic data required under the steps enumerated would 
necessitate extensive studies that in the end would prove useless since the De- 
partment knows of no way by which most of the revenues to be determined 
under step (2) could be equitably allocated to star routes, third- and fourth-class 
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offices or any other functional segment of the postal network. Only the revenues 
from such small portion of mail as may be originated and delivered by the same 
functional segment of the system would present no allocation problem, once jt 
was isolated and determined. The revenues from all other mail moving through 
these functional segments would have to be allocated in varying degrees to other 
functional segments according to where the mail came from and where it went, 
In such a study, originating offices, each medium of transportation used, and 
delivering offices are each entitled to an equitable share of the revenue generated 
by the mail which they handle. How such allocations could be made, even if the 
traffic pattern for the mail handled by each functional segment concerned were 
known, the Department has been unable to determine. 

Finally, it should also be noted that the losses called for in paragraph (2) 
duplicate to an undetermined extent losses provided for under paragraph (1), 
For example, the loss of $63 million on newspapers and periodicals carried at 
reduced postage rates for certain nonprofit organizations contains both costs 
and revenues that would also be allocable to star routes and third- and fourth. 
class post offices under paragraph (2). While it is believed that no duplication 
of losses chargeable to the Treasury was intended, the elimination of this dupli- 
cation would present the same problems of allocation of costs and revenues posed 
by paragraph (2) itself. 

In the present submission, therefore, the Department of necessity must take 
the position it took when first submitting estimates under section 104(a), to the 
Jongress last summer; viz, that there is no practical basis for developing esti- 
mates for the “loss” under paragraph (2) and, therefore, no appropriation is 
requested for such loss. The Comptroller General has confirmed the imprac- 
ticability of developing such estimates of loss with any real credibility, in his 
report of July 21, 1958, to the Senate Committee on Appropriations written in 
response to questions raised by the chairman of that committee concerning the 
computation of public service costs. The pertinent portions of his report are as 
follows: 


“STAR-ROUTE SYSTEM AND THIRD- AND FourTH-CLASS Post OFFICES 


“The Department is not requesting an appropriation for the loss resulting from 
the operation of the star-route system and third- and fourth-class post offices, 
The Department takes the position that the loss (or gain) for the star-route 
system and third- and fourth-class post offices has never been developed by its 
cost-ascertainment system, and that the Department knows of no practical and 
generally acceptable way by which such data may be developed. 

“We agree that there is no information currently available upon which to 
base an estimate of the loss, if any, which would be attributable to these op- 
erations. To determine such loss (or gain) it would be necessary to assign 
some portion of the postage collected on each item carried on a star route or 
handled in a third- or fourth-class post office and match that assigned revenue 
to the cost of the operation. A system established to provide this information 
would be complicated, costly, and would involve judgment allocation factors 
which would be subject to question.” 


Mr. Tuomas. I will read this one good paragraph on page 1, 
They are all good, but I think this should be repeated : 

The Postal Policy Act of 1958, approved May 27, 1958, lists certain public 
services performed by the Post Office Department and authorizes the appro- 
priation of such amounts as Congress may deem to be loss attributable to these 
services based upon estimates submitted to the Congress. 

You have total loss on free and preferred mail rate, $128,236,000. 

Loss on nonpostal services for other agencies, $16,988,000. 

Loss on special services, $24,894,000. | ; 

Cost of excess rates paid to foreign air carriers, $1,141,000. 

That makes a total of $171,259,000 lost to the Department. 

Is this an appropriation, or is it an authority to take it out of the 
fund? hodn 

Mr. Gitterre. Mr. Chairman, it is simply authority to transfer 
funds from the general funds of the Treasury to the postal fund in 
order to reimburse the Post Office Department. 
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Mr. Tuomas. All of which in the final analysis amounts to taking 
money out of the Treasury which is, in my judgment, an appro- 
priation. You can cut it anyway you want to, but that is what it is. 

Mr. Guerre. May I point out it does not, however, increase our 
authority to spend in any way? 

Mr. Tuomas. You have already spent it. 

Mr. GittetTe. That is correct. 


LOSS ON FREE AND PREFERRED MAIL 


Mr. Tuomas. We will insert into the record at this point pages 
6 and 7, which break down the total loss on free and venteeved rate 
mail, $128,236,000. 

(The pages referred to folows:) 


TotaL Loss ON FREE AND PREFERRED RATE MAIL, SuBSECTION 104(a) (1), 
$128,236,000 


This estimate covers the larger of two amounts, computed under different 
interpretations of the statute, as to the total loss resulting from the transmis- 
sion of matter in the mails free of postage, or at reduced rates of postage. The 
Post Office Department has consistently expressed the view that the loss on 
mails moving at reduced rates of postage is the amount of revenue which is 
foregone owing to the application of such reduced rates, as compared with the 
rates otherwise payable. Under this interpretation a total loss of about $29.5 
million is attributable to the public services enumerated in subsection 104(a) (1). 

If, however, the total loss is interpreted to mean the difference between 
revenues received, if any. and the expense attributable to the categories of mail 
specified. the amount is $128.2 million. The difference between the two amounts, 
about $98.7 million, represents the deficiency in the basic rates established for 
the various classes of mail involved. It would appear to be inequitah'e to 
charge the general] taxpayer with the portion of the loss attributable to differ- 
ences in basic rates. 

The following statement shows the revenues received, expenses allocated, and 
total loss sustained on each of the categories of mail enumerated by the act: 


Analysis of loss (in thousands 
ina of dollars), 1959 
tion Be 














reference Category 
104(a) (1) Esti- | Est- Total 
mated mated loss 
revenue | expense 
cas Reduced rate mailings: Newspapers and periodicals of $5,309 | $68, 676 $63, 367 
certain nonvrofit organizations. 
ea caine Offictal mailings—Pan American Union_.----- nettab hire etindtisa Rapala 4 | 64 
Oe ge aoe oe ie ee ES A Rel i ie ew 15, 729 15, 72 
(D)........| Free-for-the-blind matter _..._..__- ELIT. EPEAT PTF) (TE 333 | 1, 098 | 1, 098 
UL Free mails—diplomatic corps of Pan American Union coun- |_._....... 49 | 49 
tries. | | 
ra each Publications for blind at reduced postage rates. __..._______. 13 | 68 55 
(G)__......| Free mailing privileges to Pan American Sanitary Bureau |_......--. 4 \4 
ak Free mailing privileges—certain individuals (widows of (‘) | @) (?) 
Presidents). 
RR es Reduced rail mailings—exempt 2d-class publications for 531 | 3, 302 | 2,771 
religious and classroom use. | | 
Reduced rate—exempt 3d-class mailings cf nonprofit organi- 12, 662 43, 262 | 30, 600 
zations, | | 
a Free mailing privileges, absentee ballots...................-.}_.-_-___-. BU AES Lae 
hs, «fend Reduced rate mailings—books . ..............--..-.......-- 25, 739 38, 051 | 12.312 
Reduced rate mailings—literary books....................... 739 2, 926 2, 187 
Es L dckedteCaehncianette tl icadisbabbecaudteeen 44, 993 173, 229 128, 236 








1 Included in item E 
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ACT DEFINING ITEMS CONSIDERED AS PUBLIC SERVICES (b) 
} Post ‘ 

Mr. Tromas. At this point I would like to insert into the record not ot 
the act that we are now dealing with. It appears on page 628, = 
1958-59 appropriation book, section 104. for: sv 
(The act referred to follows :) Act b: 
tions 

PusLic LAW 85-426 AppRoveD May 27,1958 ee 

reimpD 


Sec. 104. (a) The following shall be considered to be public services for the } servic 
purposes of this title— 
(1) the total loss resulting from the transmission of matter in the mails 


free of postage or at reduced rates of postage as provided by statute,.in M: 
cluding the following: ws 
(A) paragraph (3) of subsection (a) of section 202 of the Act of | perl 
February 28, 1925 (39 U.S.C. 283 (a)(3)), relating to reduced rates $5. 
of postage on newspapers or periodicals of certain nonprofit organiza- Nc 
tions; ail 
(B) sections 5 and 6 of the Act of March 3, 1877 (39 U.S.C. 321), | ™ 
relating to official mail matter of the Pan American Union sent free my | 
through the mails; secol 
(C) section 25 of the Act of March 3, 1879, as amended (39 U.S.C. excl 
286), and subsection (b) of section 2 of the Act of October 30, 195) ‘oul 
(39 U.S.C, 289a(b)), relating to free-in-county mailing privileges; ow 
(D) the Act of April 27, 1904 (33 Stat. 313), the last paragraph H 
under the heading “Office of the Third Assistant Postmaster General” rate 
contained in the first section of the Act of August 24, 1912 (37 Stat. blin 
551), and the Joint Resolution of June 7, 1924 (43 Stat. 668; Pub. Res., blin 
No. 33, Sixty-eighth Congress), as contained in the Act of October 14, | ' 
1941 (55 Stat. 7387; Public Law 270, Seventy-seventh Congress), and M 
as further amended by the Act of September 7, 1949 (63 Stat. 690), men 
relating to free postage and reduced postage rates on reading matter 
and other articles for the blind (39 U.S.C. 331) : 
(E) the Act of February 14, 1929 (39 U.S.C. 336), granting free mail: 
ing privileges to the diplomatic corps of the countries of the Pan 
American Postal Union; N 
(F) the Act of April 15, 1987 (39 U.S.C. 2938c), granting reduced I t] 
rates to publications for use of the blind; ar 
(G) the Act of June 29, 1940 (39 U.S.C. 321-1), granting free mail- last 
ing privileges to the Pan American Sanitary Bureau: se 
(H) the Act of May 7, 1945 (59 Stat. 707), and other provisions of on 
law granting free mailing privileges to individuals; the 
(I) the second and third provisos of subsection (a) of section 2 of fer’ 
the Act of October 30, 1951 (65 Stat. 672; 39 U.S.C. 289a(a)), granting vou 
reduced second-class postage rates to publications of certain organiza- ’ 


tions; } 

(J) the last proviso of section 3 of the Act of October 30, 1951 (65 
Stat. 673; 39 U.S.C. 290a-1), granting reduced third-class postage rates 
to certain organizations; 

(K) section 302 of The Federal Voting Assistance Act of 1955 
(5 U.S.C. 2192), granting free postage, including free airmail postage, 
to post cards, ballots, voting instructions, and envelopes transmitted 
in the mails under authority of such Act: and 

(I.) section 204 (d) and (e) of the Postal Rate Revision and Federal 
Employees Salary Act of 1948, as amended (39 U.S.C. 292a (d) and 
(e)), including the amendment made by section 206 of this Act. 

(2) the loss resulting from the operation of such prime and necessary 
public services as the star route system and third- and fourth-class post 
offices : 

(3) the loss incurred in performing nonpostal services, such as the 
sale of documentary stamps for the Department of the Treasury; 

(4) the loss incurred in performing special services such as cash on 
delivery, insured mail, special delivery, and money orders: and 

(5) the additional cost of transporting United States mail by foreign 
air carriers at a Universal Postal Union rate in excess of the rate prescribed 
for United States carriers. 
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(b) There is hereby authorized to be appropriated to the revenues of the 
Post Office Department for each fiscal year from any money in the Treasury 
not: otherwise appropriated an amount, which shall be deemed to be attributable 
to the public services enumerated under subsection (a) of this section, equal 
to the total estimated expenditures of the Post Office Department for the year 
for such public srevices as determined by the Congress in the appropriation 
Act based upon budget estimates submitted to the Congress. Such appropria- 
tions shall be available to enable the Postmaster General to pay into postal 
revenues at quarterly or other intervals such sums as may be necessary to 
reimburse the Post Office Department for such amount attributable to public 
services. 

REDUCED RATE MAILINGS 


Mr. Tromas. Now, for reduced rate mailings, newspapers and 
periodicals of certain nonprofit organizations, estimated revenue, 
$5,309,000; estimated expense, $68,676,000; and total loss, $63,367,000. 

Now here is an item that intrigued me—second class free-in-county 
mail, estimated expense, $15,729,000; total loss, $15,720,000. I tried 
my best to find out what you meant by that and I finally came up with 
second class mail for newspapers published i in the county and mailed 
exclusively within the county, so that is a nice little gift to the local 
county paper. You show them all to the tune of $128 million. 

Here is another one. Publications for blind at reduced postage 
rates, total loss $55,000. If anyone is entitled to any help it is the 
blind people and this is not enough, so far as I am concerned. The 
blind people do a lot of reading, do they not? Is that a guess figure? 

Mr. Gitietre. That is an estimate derived from the cost ascertain- 
ment system. 


TOTAL LOSS ON FREE AND PREFERRED MAIL 


May I invite your attention to something under this section that 
I think is worth noting? The Comptroller ( reneral in response to 
a request from the Senate when they were considering this matter 
last July, wrote a letter which is referred to in these justifications 
on page 5, and it also included a table taken from data prepared by 
the Department which is pertinent to the total loss on free and pre- 
ferred mail. I would like to submit that table for the record, with 
your permission. 

Mr. Tuomas. It will be inserted in the record at this point. 
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(The table referred to follows:) 


Excerpt from comments on Post Office Department appropriation request under 
requirement .of Public Law 85-426, submitted to Senate Appropriations 
Committee by Comptroliler.-Genera]l, July 21, 1958 (Senate hearinga om 
H.R. 13450 supplemental appropriation bill, 1959, p. 652) (Data_ obtained 
from Post Office Department without verification by General Accounting O fie) 


[Thousands of dollars] 









































Estimated 
Item Total loss 
Revenue Expense | Totalloss | Rate con- | excluding 
cessions conces- 
sions 
2d class mail: 
Reduced rate mailings: Newspapers 
and periodicals of certain nonprofit 
| = ar $5, 309 $68, 676 $63, 367 $3, 188 $60, 179 
Buena acme fo ils. ee 15, 729 15, 729 861 14, 868 
Reduced rate mailings, exempt 2d 
class publications for religious and 
SENSO INE 6 bigs csi sicdectsennds 531 3, 302 2,771 198 2, 573 
cba sit di sceas 5, 840 87, 707 “81, 867. 4, 247 77, 620 
3d class: mail: Reduced rates, exempt 3d 
class mailings of nonprofit organizations 
SURE ION ia ha igi cinctnsctieaRiocadineeoctel 12, 662 43, 262 30, 600 9, 380 21,220 
Total] 2d and 3d class._.............- 18, 502 130, 969 | 12, 467 13, 627 08, 840 
4th class mail: [sue 2 i " vert 
Reduced rate mailings, books.......... 25, 739 38, 051 12, 312 BB. ROH. cccctddeecs 
Reduced rate mailings, library books. 739 2, 926 2, 187 | 2, 187 - 
Publications for blind at reduced post- 
SEE hdinccaksinnamniscahiaienrpadtedanicieets 13 68 55 DD lanecnncansaae 
TN Gee CD. rn eb nctincceienet 26, 491 41, 045 14, 554 BA Oe laecccocasane 
By Gans © le UII doce ttnccocncclessnccetcess 1, 215 1, 215 5 1, 338 (123) 
ee “44,993 | 173, 229 Mi 128,236 | 29,519| 98,717 





1 For convenience these items are classified as 1st class mail, although minor amounts of other classes of 
mail are included. 


Mr. Grutetre. The table points out that the total loss is $128,236,- 
000 on these items listed as welfare items in the law, and not just the 
loss of revenue, or the rate concession; the rate concession is 
$29,519,000. 

Mr. Tuomas. That is quite clear. You took in $45 million and it 
cost you $128 million to do business in taking it in. That is clear, is 
it not ? 

Mr. Giiuerre. I wanted to point out, that, as stated on page 6 of 
the justification, interpreting the language as referring to total loss of 
revenue, and not as the total loss measured as the difference between 
revenue and expenditures, the amount would be only $29,519,000 
attributable to public service in section 104(a) (1) instead of $128,- 
236,000. I simply wanted to be sure that you understood that, if we 
followed the concept that. was considered by the House committee 
referred to in H.R. 5206—and which was also the position of the 
Administration when these matters were discussed, the figure would 
be just the amount of revenues foregone, just the concession in rates, 
and not the total difference between revenues and expenditures for the 
items listed. 
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Mr. Tuomas. We cannot theorize now. All we are concerned with 
is the law as it is. What it ought to have been or what somebody 
thought it should be is something else. 

Mr. Gi.erre. This is a matter of interpretation. 


LOSS ON NONPOSTAL SERVICES FOR OTHER AGENCIES 


Mr. Tuomas. We will insert at this point in the record pages 9 and 
10, which show the loss on nonpostal services for other agencies. 
(TL he pages referred to follow :) 


Loss on nonpostal services for other agencies, subsec. 104 (a) (3), $16,988,000 





Analysis of loss (in thousands of dollars), 











1959 
Category | 
Estimated | Estimated 
reimburse- | expense Total loss 
ments 
Custodial and related services to public buildings. $462 $13, 963 $13, 501 
Services for Civil Service Commission... -.- dt -tuasese hegaabewien 1 2, 465 2, 465 
Sale of U.S. savings bonds and stamps nin eae S Aoenthaiie | 790 1, 192 402 
Sale of documentary stamps. - -- ieee oa ; | 411 | 4il 
Official District of Columbia mai] messenger service....--.---|-- | 209 1 20 
Total.......-- Cate ee oe Ns. a eee 1, 252 18, 240 | 16, 988 


1 Excludes civil service functions related to post office personnel, estimated at $1,250,000 per annum. 


In considering this loss it should be noted that there are certain expenditures 
made by other Government agencies for the direct benefit of the postal service 
but which are not reimbursed to such other agencies by the Department. The 
cost of these services performed for the post office by other agencies without 
reimbursement is estimated to amount to approximately $40 million for fiscal 
1959. On balance, therefore, it would appear that in this area of activity, rather 
than there being any public service loss, there is actually a net gain to the 
postal service, and the Congress may wish to take this into account in their 
determination of public service loss. 


Loss on special services, subsec. 104(a) (4), $24,894,000 














Analysis of loss (in thousands of 
dollars), 1959 
Category = a Tee See b 
Estimated Estimated Total loss 
revenue expense 
a i a re it i csi iliac alae $37 380 | $46, 158 $8, 769 
ee Nee i db adicabuemuveciuaaduh 26, 331 | 23, 652 (2, 679) 
Collect on de livery... instep bbbtdaienibithn bt kabler a wasanka : 12,719 22, 435 | 9, 716 
no aus diaaieican ania wiabirenaa pareialinpinapdaiel 36, 275 45, 434 9, 159 
Money Me ke ee i Mae ass siechkee 70, 715 | 79, 318 8. 603 
eee es 10, 363 | 4, 781 (5, 582) 
RR A 8 tg ee ee i ee ee 26, 048 | 27, 343 1, 295 
I ee aie OT cbemapeiaaeceael 6. 788 | 5, .81 f 
Stamped envelope BOR ees pcmmnantesar noth | 17, 379 | 14, 599 (2, 780 
ki eet leas A ne eins a clicsidon ates Sea babel 244, 007 268, 901 24. 894 





Note.—Figures in parentheses denote excess of revenue over expenditure. 


This request provides for the estimated loss incurred in performing special 
services such as cash on delivery, insured mail, special delivery, and money 
orders. Prior to enactment of Public Law 85-426 it was anticipated that special 
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Services would break even in fiscal 1958 as a result of the substantial rate ip. 
‘creases instituted on July 1, 1957. The additional costs of pay and retirement 
subsequently occasioned by that law and other legislation will now result ‘in 4 
net loss in fiscal 1959 for this group of services. While this loss may be of tem. 
porary nature pending further possible adjustments in special service fees, jt 
is nevertheless necessary to include this loss in this request for fiscal 1959 pend- 
ing the results of further study. 


Mr. Tomas. We will take up your first category, custodial and 
related services to public buildings, total loss $13,501 000. I thought 
that the General Services Administration paid that for you. 

Mr. Gitterre. They do pay it where we occupy less than 50 percent 
of a Federal building, but where we occupy 50 percent or more of 
a Federal building we have an understanding with the General Serv- 
ices Administration that we will take care of the building. 

Mr. Tuomas. Services for Civil Service Commission, total loss 
$2,465,000. 

Mr. Guerre. This is all expense and no income. 

Mr. Tomas. For rent ? 

Mr. Giutterte. No. This is for handling Civil Service Board ex- 
aminations an we perform other functions for the Commission 
through the post offices throughout the country as an agency of the 
Government. 

Mr. Tuomas. You mean in transmitting and handling all their 
examinations ¢ 

Mr. Gittetre. That type of activity. 

Mr. Jonas. Excluding the postal employees. 

Mr. Giiierre. That is correct. 

Mr. Tuomas. They have been getting this free ride and charging 
it up to the Post Office Department. 

Mr. Gittetre. This applies only to a small amount of services that 
the post offices in the individual cities are in a position to perform 
for them. 

Mr. Tuomas. Is this for everybody else ? 

Mr. Grterre. For other Federal agencies. 

Mr. Tuomas. In a city like New York it can run into a lot of money, 
or in a city like the District of Columbia it can run into a lot of 
money. 

Mr. Gitterre. It does to some extent, as indicated. 

Mr. Tuomas. And this item covers it all over the United States? 

Mr. Giuterre. To the extent that the Post Office Department per- 
forms these functions for the Commission, yes. 

Mr. Tuomas. What is the basis upon which the Civil Service Com- 
mission operates here ? 

Mr. Bruce. The Civil Service Act authorizes the Civil Service 
Commission to utilize the services of other agencies in carrying out 
their responsibilities under the act. 

Mr. Tuomas. Sale of documentary stamps, total loss of $411,000, 

That is quite interesting. 
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LOSS. ON SPECIAL SERVICES 
We will now insert pages 10 and 11 in the record, which show loss 
on special services. 


(The pages referred to follow :) 


Loss on special services, subsec. 104(a) (4), $24,894,000 





’ 

-cenaieenniaiagiaihitntia ag tpciicandt ad deat ha linet di techs fuciadeadl ce elhaliteens 

Analysis of loss (in thousands of 

dollars), 1959 
Category aealels a 
Estimated Estimated Total loss 
revenue expense 

Registry moan $37, 389 $46, 158 | $8, 769 
Insurance. . 6 - - 26, 331 23,652 | (2, 679) 
Collect on delivery.... ; _ 12, 719 22, 435 9, 716 
Special delivery .......-- 36, 275 45, 434 | 9, 159 
Money orders-_..-... : hans 70, 715 79, 318 8, 603 
Postal savings. -- : 2 10, 363 | 4,781 | (5, 582) 
Box rents ahs 26, 048 | 27, 343 1, 295 
Certified mail : 6, 788 | , 181 | (1, 607) 
Stamped envelope service-.. Kip akewad 17, 379 | 14, 599 (2, 780) 
A cnt tilte tiiecchittenlenebtiicdescosens eel 244, 007 268, 901 | 24, 894 


Notg.—Figures in parentheses denote excess of revenue over expenditure. 


This request provides for the estimated loss incurred in performing special 
services such as cash on delivery, insured mail, special delivery, and money 
orders. Prior to enactment of Public Law 85-426 it was anticipated that 
special services would break even in fiscal 1958 as a result of the substantial 
rate increases instituted on July 1, 1957. The additional costs of pay and 
retireinent subsequently occasioned by that law and other legislation will now 
result in a net loss in fiscal 1959 for this group of services. While this loss 
may be of temporary nature pending further possible adjustments in special 
service fees, it is nevertheless necessary to include this loss in this request for 
fiscal 1959 pending the results of further study. 

Mr. THomas. Do you mean to say that it costs you around $5 mil- 
lion to register letters? You show a little profit on insurance. 
What about your special delivery here? 

Mr. Giutetrrr. That shows a loss of $9,159,000. 

Mr. Tromas. Certified mail shows a little profit 

Mr. Guuuerre. $1,607,000. 


COST OF EXCESS RATES PAID TO FOREIGN AIR CARRIERS 


Mr. Tromas. We will put in page 11, showing the cost of excess 
rates paid to foreign air carriers. 
(The page referred to follows:) 


Cost oF Exckss RATES PAID TO FOREIGN AIR CARRIERS, 
SUBSECTION 104(A) (5), $1,141,000 


This covers the estimated additional cost in fiscal 1959 of transporting U.S. 
mail by foreign air carriers at a Universal Postal Union rate in excess of the 
rate prescribed for U.S. carriers. The employment of foreign air carriers at 
higher rates of compensation is clearly in the interests of the United States since 
foreign nations in turn employ U.S. carriers at these higher rates. The addi- 
tional revenues received by U.S. carriers have contributed to the termination 
of subsidy payments to American oversea airlines by the Civil Aeronautics 
Board. The excess cost of transportation caused by this arrangement in 1959 
amounted to $1,141,000. 
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Mr. THomas. You say in your justifications: 


This covers the estimated additional cost for the fiscal year 1959 of trans. 
porting U.S. mail for foreign air carriers at a Universal Postal Union rate ip 
excess of the rate prescribed for U.S. carriers. 


Do you mean that European rates and foreign rates are higher 
than our rates at home? 

Mr. Gittetre. The rates for European carriers are higher. 

Mr. Tuomas. This cuts both ways. 

Mr. Giutette. It isa reciprocal arrangement. 


TRANSPORTATION 


Program and financing 


1959 1959 1959 
| presently | revised difference 
available estimate 


Program by activities: | 





1. Water transportation ____ a eee . | $14,669,000 | $14, 649,000 }_- 
2. Highway transportation __ ee ee 86, 428, 000 86. 428 000 | 
3. Roil transportstion eon ; 304, 142 000 345, 142,000 | +-$41, 000, 000 
4. Air transportation . sages doaieiniais a 61,501,000 | 61, 501, 000 | 
5. Terminal and transportation charges by foreign coun- 
tries.... Seater 8. 260, 000 8, 260, 000 | 
oe  aaieatiae muti —- EEE 
Tot>l obligations_. : a L | 475,000,000 | 516, 000, 000 | +41. 000 000 
Financing: Appropriation or estimate....................-.._| 475, 000, 000 516, 000, 000 +-41, 000, 000 
i 
Obligations by objects 
1959 1959 1959 
presently revised difference 
available estim .te 
03 Transportation of things.......................... & $475, 000, 000 | $516, 000,000 | +-$41, 000, C00 


Mr. Tuomas. We will insert the last two white pages of the justifi- 
cations dealing with transportation. 


(The pages follow :) 
TRANSPORTATION, 1959 


Annual appropriation, 1959_..__________ ac eat ee 
ina hicatin anid 516, 000, 000 
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Analysis of supplemental request 


—_— 


Activity and account | Funds avail- Revised esti- | Additional 
able mate required 


—_—_—_——— —— — $$ } ——_— — 





Water transportation: 











Powerbot service ___- ss aeaber ei = $3, 128, 000 I sini 
Foreign mail transportation..........___- ‘ sites 11, 541, 000 Pe NR Ne foe micnccaeard core 
Subtotal ion ; aan “T4, 669, 000 14, 669, 000 ‘ 
Highway transportation: des my i oe ee 
Star route service aie rik eB eee 45,570,000 | 45,570,000 |...-......---. 
Short haul truek service _ - ; tees bes 13,960,000 | 13, 960,000 |_..-.......... 
Mail messenger service _.. ae aoe _..--}| 20,878,000 SIE isss sannciancile 
Highway post offices_. ae ; 5 ; 6, 020, 000 6. 020, 000 ae 
Subtot i . , bid ses 86, 428.000 | 86,428,000 j_..--- cathe 
Rail transportation: Railroad service._......__- 6 a ee 304, 142,000 | 345, 142, 000 $41, 000, 000 
Air transportation: r ens eae ] Tt - 
Domestic air mil service. __ : 4 ‘ a 2,399,000 | 42,399,000 |.......-...--. 
Foreign air mil service_ . 19, 102, 000 | i ea 


61,501,000 | 61, 501, 000 |. 


Terminal and transportation charges by foreign countries 8, 260, 000 | 8, 260, 000 | 


— |= — 


Total transportation. ____- 475, 000, 000 | 516, 000, 000 | ~ 441, 000, 000 





Subtotal G at 
| 


JUSTIFICATION 


In its order of December 30, 1957, the Interstate Commerce Commission in- 
creased the mail pay rate for the southern and western railroads. The rates of 
pay for the southern railroads were increased 6 percent from July 1, 1957, to 
August 31, 1957, and 13.5 percent on and after September 1, 1957. The rates of 
pay for the western railroads were increased 7.5 percent effective July 1, 1957. 
The effect of this order was to increase railroad costs $14 million in fiscal year 
1959. 

Interstate Commerce Commission order of June 23, 1958, increased mail pay 
rates for the eastern railroads 20 percent from July 3, 1956, to October 31, 1956; 
25 percent from November 1, 1956, to October 31, 1957; and 30 percent from No- 
vember 1, 1957, to September 30, 1958. After September 30, 1958, the multiele- 
ment feature of the applicable rates should produce a mail pay increase of 30 
percent, when coupled with the changeover from ‘authorized service” to “space- 
used service.” 

The effect of the rate increase applicable to the eastern railroads was to in- 
crease mail pay in 1959 by $34 million. 

In fiscal year 1959 the combined cost of the southern, western, and eastern rail- 
road rate increases is estimated at $48 million. In considering the various fac- 
tors relative to the new system and new rates, it is estimated that $7 million of 
the rate increase in 1959 will be absorbed within funds now available. The net 
additional amount required is thereby reduced to $41 million. 

The language for this supplemental appropriation is: “For an additional 
amount for ‘Transportation,’ fiscal year 1959, $41,000,000.” 


37458— 59 54 








GENERAL STATEMENT 


_ Mr. Griterre. I have a statement that I would like to insert regard- 
ing this item. 
(The statement referred to follows :) 


STATEMENT CONCERNING SUPPLEMENTAL TRANSPORTATION APPROPRIATION, 1959, py 
HybE GILLETTE, ASSISTANT POSTMASTER GENERAL, BUREAU OF FINANCE 


The transportation appropriation of the Post Office Department covers only 
the cost of transporting the mails between post offices and overseas. Expendi- 
tures consist of payments to carriers—rail, air, highway, and water and to 
foreign countries for the transshipment and handling of our mails. 
or administrative costs are included in the appropriation. The amounts required 
are determined primarily by the volume of mail to be handled and the rates 
charged, both of which are beyond the control of the Department. 

The $41 million supplemental appropriation request for fiscal year 1959 is due 
entirely to the Interstate Commerce Commission’s orders, issued after the 1959 
budget was prepared, increasing the railroad rates for transporting mail. These 
increases will amount to a total of approximately $48 million for the year, 
Because the increase in mail volume estimated for fiscal year 1959 is not fully 
materializing and because of other operating factors, there is available in the 
appropriation $7 million which is being used to partially absorb this increase, 
We are therefore requesting supplemental funds to cover the difference of $41 
million. 


Mr. Tuomas. Tell us about this transportation. 

Mr. Gitiette. The transportation includes no manpower. It in- 
cludes disbursements for all types of transportation. It fluctuates 
largely with mail volume. Our estimates indicate for 1959 that we 
will be able to absorb $7 million of the increase in railroad rates be- 
cause mail volume is slightly lower—— 

Mr. Tuomas. Is this all transportation ? 

Mr. Gutetre. Because the mail volume is slightly lower than we 
expected. Yes, it is all rail. 

Mr. Tuomas. There is no increase in air transportation ? 

Mr. Gittetre. No. The supplemental is to cover increased rail rates 
granted by the Interstate Commerce Commission. 


No personne] 


PAYMENT TO RAIL CARRIERS 


Mr. Tuomas. What are you going to pay rail carriers this year— 
$345,142,000? 

Mr. Gutette. Yes. 

Mr. Tuomas. What yardstick do you use? 

Mr. Gitterre. This is carefully estimated based upon volume and 
previous experience in the comparable periods of the previous years, 
and applying the new rail rates which the two orders of the Inter- 
state Commerce Commission required us 

Mr. Tuomas. How much did they increase it? They increased if 
a few months ago? 

Mr. Gittetre. Yes. 

Mr. Tuomas. What was the date of the increase, and how much? 

Mr. Guuetre. The date of the first increase was December 30, 1957, 
affecting southern and western railroads, and amounted to $14 mil- 
lion, estimated, for the fiscal year 1959. The date of the second in 
crease was June 23, 1958, and affected the eastern roads and was for 


a total estimated amount of $34 million in 1959, making a total for 


the fiscal year 1959 of $48 million, of which we have found we can 
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absorb $7 million because of the fact, as I stated, that the volume is 
running a little lower than we anticipated in 1959. 


HIGHWAY TRANSPORTATION 


Mr. Tuomas. Have you not been able to cut your transportation bill 
down a little by using trucks? 

Mr. Gitterte. Over a period of time we have been able to do just 
that. 

Mr. Tuomas. How much have you saved in the last couple of years? 

Mr. Gruterre. I can tell you over the period of the last 4 years, 
from 1954 through 1958, we had about a 17-percent increase in total 
mail volume and we had about a 4-percent increase in the total obli- 
gations for transportation, excluding rate increases. 

Mr. Tuomas. Really did you save anything? You have: spent 
$86,500,000 on highway transportation and I assume that the savings 
that you made came from the railroads and then you had to increase 
the railroads to just about a comparable amount that you took aw ay 
from them in increased rates, so have you saved anything? Does it 
not add up to something about like that? 

Mr. Gittettr. We find in some cases it is cheaper to handle mail 
by highway and in other cases it is not, but we have been forced to 
shift to highway transportation in some places, because trains have 
been taken off. 

Mr. Tuomas. If you take the short lines away from the railroads 
and give them to the trucks and buses, the railroads will come back 
at you some way for increased rates, and when you get through you 
will not have saved anything. 

Mr. Giiietre. The interesting fact is that the railroads themselves 
are taking many trains off. Since 1938 they have taken off about 
7.500 out of 10,000 trains that we were using, so we only have 2,500 
of the 10,000 we had in 1938. 

Mr. Tomas. That is quite interesting. 

Your total transportation bill is $516 million for this year. That 
is quite a bit of money. 

Mr. Gutterre. That is our best estimate. 


FOURTH-CLASS PRIVILEGES FOR PHONOGRAPH RECORDS 


Mr. Botanp. May I ask a question with respect to a news article that 
appeared recently with reference to the fourth-class privileges for 
records. What are the total receipts from fees for phonograph rec- 
ords sent through the mail? 

Dr. Ratnes. The volume of records is very small. We do not 
konw the number of records that go through the mail under the pres- 
ent rates. It is too new and the volume is too small to be measured 
from past experience. 

Mr. Guterre. I might point out that_phonograph recording at 
reduced rates is an item 1 that was not in the Department’s recommenda- 
tions, or in the House bill, but was added by the Senate committee. 

Mr. Botanp. Thank you very much. 

Mr. Tuomas. Thank you very much. It has been nice to see you. 
Thank you very much for coming in. 
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AFTERNOON SESSION 
Wepnespay, Marci 4, 1959, 
DISTRICT OF COLUMBIA 
WITNESSES 


HON. ROBERT E. McLAUGHLIN, PRESIDENT, BOARD OF COMMIS- | 


SIONERS 

HON. DAVID B. KARRICEK, COMMISSIONER 

SCHUYLER LOWE, DIRECTOR, DEPARTMENT OF GENERAL 
ADMINISTRATION 

WALTER L. FOWLER, BUDGET OFFICER 


Mr. Tuomas. Gentleman, will the committee please come to order? 

We have with us this afternoon our friends from the District of 
Columbia. It is certainly nice to have such a distinguished group 
with us and we are delighted and honored to have Commissioners 
McLaughlin, Karrick, and Welling before us. 

Are you going to talk about Federal payments, Mr. Commissioner? 

Commissioner McLaucnuutn. Yes, Mr. Chairman. I have a rather 
brief general statement. 

Mr. Tromas. Do you want to put it in the record and then start 
right off,or what? Tell us what you have on your mind. 

Commissioner McLaucuutn. If I may, I would like to read this 
first. 

We have a statement on the Federal payment which is a bit more 
lengthy and I am sure that you will read it in the record so that I 
think it might be inserted. 

However, in order to set the stage, I would like to read this page and 
a half statement first, Mr. Chairman. 

Mr. Tuomas. Anything you want to do, all, none, or any part. 


GENERAL STATEMENT 


Commissioner McLaucuurn. Mr. Chairman, the Commissioners 
wish to express their appreciation for the privilege of appearing be- 
fore you on behalf of the supplemental estimates of appropriations 
for the District of Columbia contained in House Document 58. 

These estimates are divided into two parts; the first being a request 
for an increase of $9 million in the Federal payment to the general 
fund of the District of Columbia. In the last session of Congress, 
Public Law 85-451, approved June 6, 1958, increased the authoriza- 
tion for the Federal payment from $23 to $32 million, effective in the 
fiscal year 1959. The request before this committee will increase the 
Federal payment to $29 million for 1959, which is $3 million below 
the authorized amount. This additional amount is required to par- 
tially finance the cost of pay raises granted last year. 

The balance of the estimates amounts to $10,300,468. These requests 
represent pay increases of $9,001,468 and other increases of $1,299,000. 
The increases in salaries result from legislation enacted in the last 
Congress for classified employees, policemen and firemen, and school 
teachers. There are also included increases granted by the Commis- 
sioners to wage scale employees. The other increases are for items 
classified as mandatory, such as increased cost of postage and unem- 
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| ployment and workmen’s compensation ; increase in number of police- 


/ 


men and firemen pensioners; public assistance recipients, and District 
risoners in Federal institutions; and reallocation and salary increases 
or substitute teachers. 

In addition to the items included in House Document 58, there are 

ding additional supplementals amounting to $5,004,532, which will 
make a total’ of $15;305,000 to be financed. in this year. The items 
amounting to $1,271,978 for highways, water, sanitary sewers, and 
motor vehicle parking can be paid from the special funds available 
for these purposes but the general fund revenues, based on revenue 
estimates of February 25, 1959, are $8,431,212 short of meeting the 
obligations of $14,033,022. 

The approval of the Federal payment of $9 million will eliminate 
this deficit and leave a small surplus to assist in financing the 1960 
estimates. 

Mr. Tuomas. How much did you get out of the Federal Govern- 
ment in the way of contributions? 

Commissioner McLavucuurin. $20 million for fiscal year 1959. 

Mr. THomas. Now you want $9 million more? 

Commissioner McLauauuin. Yes, sir. 

Mr. Fowtrr:’ The authorization was $32 million. 

Mr. Tuomas. There is a lot of difference between an authorization 
and cash. 

Mr. Fow.er. We realize it, Mr. Chairman. 

Mr. Tuomas. Go ahead. 

Commissioner McLauGuutn. I am beginning to believe I ought to 
read the Federal payment statement, too, Mr. Chairman. 


ANALYSIS OF SUPPLEMENTAL ESTIMATES PENDING 


The estimates which appear before you now as a part of House 
Document No. 58 amount to $10,300,468. There is included in House 
Document No. 90 $5,004,532 for the District of Columbia which brings 
our total supplemental request to $15,305,000. 

Mr. Tuomas. Your big item is the $9 million. Detail the other 
items, Mr. Commissioner. 

I do not want to fuss with your Budget Officer but I wish you would 
give a cover sheet with the pages written on it next time. 

Commissioner McLaveuuin. I believe that I would have to ask him 
to detail the other items because they are all spread out through this 
document. 

Mr. Tuomas. He is probably like me, he cannot find them either. 

Mr. Fowter. The Department of General Administration, operat- 
ing expenses, $550,000; Department of Occupations and Professions, 
operating expenses, $26,200; Public Schools, operating expenses, 
$4,295,668; Public Library, operating expenses, $190,300; Metropoli- 
tan Police, operating expenses, $2,616,800; Fire Department, operat- 
ing expenses, $1,200,300; Department of Corrections, operating ex- 
re $326,100; Department of Public Welfare, operating expenses, 

897,200. 

Then we have the judgments and claims and audited claims, 

amounting to $197,900. 
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(The following was submitted later :) 


Summary of supplemental 


- ~—~ 


Classified, | 


teachers, Wage board Other Total 
police, and 
| fire 
Departments: | 
General 4 dministration cia eA $373, 000 $1, 000 $176, 000 $550, 000 
Occupations and Professions... _. . 4 23. 000 100 3, 100 26, 200 
Public Schools. _____- a ee ae 3, 813, 668 411, 000 71, 000 | 4, 295, 668 
Public Library.................- 153. 000 22, 300 15, 000 190, 300 
Metropolitan Police since | 2, 217, 000 15, 800 334, 000 | 2, 616, 800 
Fire Department ia ieeibiieedaks at 1, 015, 000 14, 300 171, 000 1, 200; 300 
Corrections ae deat 2425 ake 246. 000 7, 100 73, 000 326, 100 
Public Welfare Acedia poe 586, 000 103, 200 208, 000 897, 200 
ee ae 8, 426, 668 574, 800 1, 101, 100 10, 102, 568 
Miscellaneous | } 
Settlement of claims and suits....__- | p 20, 197 20, 197 
Judgments ra ad aks ; ee : } iebake 30,219 | 30, 219 
I... nn tiintntbecentconnnct’s | 2 ‘ 147, 484 147, 484 
Total, Deiter a eciiee aledd — 197, 900 197, 900 
i 


a Ee | 8, 426, 668 | 574, 800 | 1, 299, 000 10, 300, 468 


Mr. THomas. Go ahead, Mr. Commissioner. 

Commissioner McLaucuurn. As I said, these estimates before you 
amount to $10,300,468. These pape represent pay increases of 
$9,001,468 and other increases of $1,299,000. The increases in salaries 
result from legislation enacted in the last Congress for classified em- 
ployees; policemen and frremen; and-school teachers. 

Most of those increases were after our appropriation hearings last 
year. 

There are also included increases granted by the Commissioners 
to wage scale employees. That is a function we have which, by statute, 
requires that if we accept the levels ——— 

Mr. THomas. Mr. Commissioner, may I interrupt ? 

What is your total deficiency for this year? This document is not 
complete in that you have pay increases along with other items. You 
have it in a big document, purely Pay Act increases. 

What do all of your deficiencies add up to? 

Commissioner McLAvUGHLIN. $15,305,000. 

Mr. Toomas. Of which pay entirely is how much ? 

Commissioner McLAuGuuin. Pay increases, $9,001,468. 

Mr. Lowe. More than-that, because the pending supplemental also 
has other pay increases in it. It will take us just a minute to get it 
for you, Mr. Chairman. 

Mr. Tuomas. Go ahead. 

Commissioner McLavucuurn. The other increases are for items 
classified as mandatory, such as increased cost of postage and employ- 
ment and workmen’s compensation ; increase in pension for policemen 
and firemen; public assistance recipients, and District prisoners in 
Federal institutions; and reallocation and salary increases for sub- 
stitute teachers. 

In addition to the items included in House Document 58, there are 
pending additional supplementals amounting to $5,004,532, which 
will make a total of $15,305,000 to be financed i in this year, of which 
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pay increases total $14,006,000. The ‘items amounting to $1,271,978 

| for highways, water, sanitary sewers, and motor vehicle parking an 

be paid from the special funds available for these purposes, but the 

sai general fund revenues, based on revenue estimates of F ebruary 25 
1959, are $8,431,212 short of meeting the obligations of $14,033,022. 


? 


tal 

¥ The approval of the Federal payment of $9 million will eliminate 
this deficit and leave a small surplus to assist in fiimancing the 1960 

: estimates. 

560,000} That ismy general statement, Mr. Chairman. 

pean | Mr. THomas. That is very concise and to the point. 

100, 300 Commissioner McLavuecuutn. I have a tabular analysis of pending 

11D, SA) 

200; 300 supplementals which I should like to insert at this point. 

7a (The matter follows :) 

102, 568 | Analysis of pending supplementals 


20,197 | Salary increases (including retirement) : 











30, 219 eee eee ee te ae Satie Be $4, 939, 332 
147, , 44 Wage board _ eae oa ce a ae Ed “, 279, 000 
197, 900 Policemen and firemen___ sd ics eicomenaendcmaeiomemicielacan:” |< Gran 

‘eachers or’ = 3, 643, 665 
500,4as Daaghert atal-Diivtre os ek . 3, 64 3, 668 
ame Total, salary increases__________- ddinidentathaa cakes __.... $14, 006, 000 
Other 
Reallocations (Public Library) ~.--,--._.---_---- $15, 000 
you Public schools: 
s of Rate increase for substitute teachers 
iries | from $14.08 to $16 per day...__-__- $56, 000 
Rate increase for stores clerks from 
em- | S506 Gia DaF Gey. eS 6, 000 
Lunehes’ for children of indigent 
last DOPE itn See 9,000 
—_—__—— 71, 000 
Occupations and professions (increased workload 
ners in grading CPA ex: $1 per page increase__ 1, 400 
tute, Metropolitan Police (increase in number of re- 
i tirements and payments to widows) -~.------- 354, 000 
Fire Department (increase:in retirements )-—-._-~ 171, 000 
Department of Corrections (support of. prison- 
| not ers—increase rate per day from $4.66 to $4.84 
You _ average number of prisoners from 438 to 
|) noe he ae lk 73, 000 
Department of Public Welfare: 
Increased workload in Child Welfare 
ei Wik TIE Le 1 ahi $75, 000 
Public Assistance Division: Publi¢ assist- 
ance grants $110,000, and $23,000 for 
also burials of indigents (an average case- _ 
; load increase of 91 per month) --L1-- 133, 000 
pt it siento 208, 000 
Department of General Administration ($144,000 em- 
ployees’ compensation and $13,000 workmen’s com- 
| E nerisation’) i. 2 tee ti ek 157, 000 
ems Judgments and claims. =..2.- 2-22.22 ste iL -_-_- 50, 416 
HOF Bh  Atited claimé. 65.0 sis 0d ek Leslie 147, 484 
men Postage ven. to ssp ca iio 20, 700 
t's, Total other... 2 nn ne ccc ewe nn enoncoes 1, 299, 000 
sub- 
Grant tated one i ces ee tea mn suns ati _... 15, 305, 000 
are 
hich 


rich 








854 


FreperaL PAYMENT 


Program and financing 


ES 




















1959 1959 1959 increase 
presently revised (+) or de 
available estimate crease (—) 

Program by activities: 
1. Payment t» District of Columbia______....___- ewe $20, 000,000 | $29,000,000 | +$9, 000, 000 
2. Payments-for water and sewer service_______ pital tein 2, 429, 000 | 2 430, 600 1... ~dcscc dae 
3. Payments for highways. --....-........%.........- 431, 600 431, 600 a 
ate ate cep es 22, 860, 600 31, 860, 600 +-9, 000, 
Financing: Appropriation (new obligational authority)... __- ie 22, 860, 600 ~~ 31, 860, 600 | +9,000, 09 
Object classification 
1959 1959 | 1959 increase 
presently revised (+-) or de- 
available | estimate crease (—) 
a EE eee ere ener $2, 429, 000 $2, 429, 000 ieee aie 
11 Grants, subsidics, and contributions__.................... 20, 431, 600 29, 431, 600 -+-$9, 000, 000 
I 8 NL 22, 860, 600 31, 860, 600 +9, 000, 000 





Mr. Tuomas. Let us turn to the Federal payment. 
Commissioner McLaucuutn. We have a five-page, extremely valu- 
able document here on the Federal payments. 


Mr. Tuomas. Do you want to leave that out of the record or have 
that go in? 


Commissioner McLaveuutn. Sir, I think that should go in the 
record. 


I just wanted to see if all of the members of the subcommittee would 
pledge themselves to read it in case I do not read it myself now. 

Mr. Tuomas. We will split the difference with you. 

We will put every word of it in the record. 

(The matter referred to follows:) 


FEDERAL PAYMENT 


This payment has been made.in varying amounts since the District of Colum- 
bia was established as the Nation’s Capital. The primary purpose of the payment 
is to compensate for the fact that the Federal Government, as the principal em- 
ployer and land user in the District, is tax exempt, thus depriving the city of 
major sources of tax revenue that are common to other cities. Also, as the Na- 
tion’s capital, the District is subject to many unusual requirements. 

In 1921, the Congress of the United States discontinued its practice of paying 
50 percent of the cost of operating the District of Columbia. Since that time, the 
percentage of costs borne by the United States has fluctuated from a high of 39.5 
percent of general fund appropriations in 1924, to a low of 8.5 percent in 1954. 
Since 1956, the Federal payment has been only slightly over 12 percent. The 
newly increased «authorization. (Public Law#85-—451) provides for an annual 
payment of $32 million, which is approximately 16 percent of the general fund 
budget estimate for fiscal year 1960. 
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LIMITATIONS UPON REVENUE POSSIBILITIES 


Illustrative of the ways in which the District’s revenues are limited through its 
role as the Federal City are: 

1. The city was established and developed to serve the Federal Government as 
its Capital. It does not have, and probably never will have, independent basic in- 
dustries that would support it. Asa result, the Federal Government is actually 
the major “industry” in the District. Recent studies show that a cross section of 
the Nation’s largest corporations: pay approximately $1 in State and local taxes 
for every $20 spent for salaries. If the same ratio were applied to the total 
estimated Federal payroll of $1,152 million in Washington, and the Federal 
Government were to pay to the District the amount which a private employer 
of comparable size would pay in State and local taxes, the annual Federal pay- 
ment to the District would approximate $57.6 million. 

2. Washington attracts tax-exempt activities such as foreign agencies, patri- 
otic organizations, and others because it is the Capital City. A total of $209.4 
million of such property is now exempt. 

8. Building height limitations are set to prevent any commercial structure from 
overshadowing Federal structures, which precludes the skyscrapers common to 
large cities. This limitation holds down realty values and, as a result, tax reve- 
nues. For example, Chicago in its central business district has an employment 
density of about 160,000 persons per square mile contrasted with 90,000 in 
Washington. 

4. Many local residents maintain their legal domiciles elsewhere and thereby 
entirely avoid payment of the District of Columbia income tax. Also among Dis- 
trict residents is an extraordinarynumber of persons in the military service who 
are exempt from the District of Columbia income tax under the Soldiers and Sail- 
ors Civil Relief Act. 

5. Many cities extend their boundaries to include growing suburbs. This ob- 
viously is not possible here, but is particularly pertinent to the city’s problem in 
view of the fact that during the postwar years the income of District residents is 
not increasing at the rate of the surounding suburbs. The median family income 
per household in 1947 and 1958 compares as follows: 





1947 | 1958 | Percentage 
increase 
District of Columbia_-.... a ca i aL al $3, 836 | $5, 660 47.5 
A NE = or io enccduns Gdn vierea ty commen oan etinnal 4, 639 | 7, 940 71.2 





Source; 1947 data, U.S. Census Bureau; 1958 data, Washington Board of Trade: Dr. J. P. Picard. 


INCREASED COSTS 


In the matter of expenses, the District incurs increased costs over and above 
those incurred by an ordinary city because it is the Nation’s Capital. Some ex- 
amples of these increases follow: 

1. The Fine Arts Commission and National Capital Planning Commission 
require that most public works structures be designed to harmonize with the 
Federal master plan for the Capital City. 

2. The federally conceived plan of the city calls for wide, beautiful, tree- 
lined streets such as few other major cities enjoy. 

3. The District is unique in being subject to Federal legislation which fre- 
quently adds considerably to the cost of maintaining the city. For instance, un- 
der Public Law 648, 79th Congress, as amended, the District is required to share 
the cost of Federal grants for the construction of a hospital center and other 
hospitals. The potential liability for these purposes is $19.6 million. It is 
estimated that 30 percent of the patients treated at these hospitals are non- 
District residents. 

4. Because of Federal expansion in the area, Washington is now completely 
encircled by a thickly settled area that is more populous than the city itself, 
and which requires the construction of expensive arterial highways to enable 
suburban populations to move to.and from the city. The fact that two rivers 
have to be crossed by much of this traffic requires the construction of very costly 
bridges. 
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The District, more so than other municipalities, renders numerous services to 
nonresidents. Faced with a somewhat similar situation, some cities have re. 
sorted to a payroll or earnings tax applicable to residents and nonresidents 
alike. The imposition of such a tax in the District would, however, further 
increase the already heavy tax burden since District residents would pay about 
two-thirds of the total yield. 

TAX COMPARISONS 


In reporting the bill last year that authorized the increase in Federal pay- 
ment, the Committee on the District of Columbia stated in part as follows; 

“According to testimony adduced at the hearings, it will be impractical to 
finance the District’s needs without additional assistance from the Federal Goy- 
ernment, because District residents and businesses are now taxed at rates com- 
parable to those of surrounding communities. * * *’ 

A significant comparison of taxes is one which measures the relative burden 
of taxes upon the taxpayer. The following table contains the most recent com- 
parisons for the Washington Metropolitan area: 


Metropolitan area tax burden, fiscal year 1959 (family of 4 owning a house and acar 


EE 


Metropolitan ares jurisdictions 

District of including District of Columbia 

Income level Columbia 
tax 


| 
Low tax Median tax} High tax 





eee 2 F obser) O05 Toad. it SAM ISAS $275 | $215 | $259 | $277 
ee 7605s Sate dse the «yet FS Pea | 378 | 305 | 356 | 393 
RASA SacantiGelictieniune eciaispdean Ginn’ | 521 486 | 539 | 561 
I ie Seed Ga a ai Se | 840 840 | 890 967 





1 Includes sales, personal income, real and personal property taxes, and auto tags. 


It is evident that the level of direct taxes in the District is for the most part 
comparable to or higher than the average for the metropolitan area generally. 
It is significant that the District tax level remains comparable to the level in 
Maryland jurisdictions despite income and sales tax increases made in Maryland 
in the past year. 

CONCLUSION 

During recent years the metropolitan area has become such a closely knit 
economic unit that it is neither equitable nor economically feasible for residents 
and businesses of the District to be taxed at a higher level than those of the 
environs of the District and, in view of these circumstances, the Commissioners 
believe that it is equitable and necessary that the additional Federal payment of 
$9 million be approved. 


Mr. Tuomas. We have heard this argument a good many times, but 
we are not averse to hearing a new argument. 


NEED FOR ADDITIONAL FEDERAL PAYMENT 


Why do you have to have all of this $9 million item? You were 
given $20 million last year for fiscal year 1959. 

Commissioner McLaveutin. The most direct answer to that, Mr. 
Chairman, is that a large part of these pay increases were not even 
passed until after our appropriation hearings last year. We gave no- 
tice at that time. 

Mr. Tomas. You mean that you have to have an increase in your 
contribution of $9 million to take care of $14 million pay increases; 
is that the basis of it? 

Commissioner McLaueuuin.. Yes,sir. That is true. 

Mr. Lowe. That is what we are asking suppleme ntal on. 

Mr. THomas. What were your total costs ? 
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Commissioner McLauGuiin. $14,600,000, 

Mr. Tuomas. How much are you asking for now ? 

Mr. Lowe. Mr. Chairman, the figure of $14,006,000 is what we are 
asking for after absorbing ¢ $594 5000. 

Mr. Tuomas. Go ahead. 

Commissioner McLavenurin. Mr. Chairman, in the report last year 
by the Committee on the District of Columbia they said that accord- 
ing to tesitmony adduced at the hearings, it will be impractical to 
fnance the District’s needs without additional assistance from ‘the 
Federal Government because District residents and businesses are 
now taxed at rates comparable to those of surrounding communities. 

Mr. Tuomas. There is nothing wrong with that, is there ? 

Commissioner McLavuecuuin. No, sir. In our main presentation on 
the budget last year we gave notice in both Houses that we would have 
to ask for this additional Federal payment in order to finance what- 
ever increases there were. At that time, I think there was only one 
piece of legislation passed. 


ABSORPTION OF PAY INCREASES 


Mr. Tuomas. How do you arrive at your figure of $14,006,000 out 
of your total pay increases of $14,600,000? Did you absorb that out 
of “Other objects of the city government” or did you absorb it in 
“Personnel” ¢ 

Mr. Lowe. It was principally through delays in filling newly au- 
thorized positions, and that type of item. 

Mr. THomas. Not your “Other objects” ? 

Mr. Lowe. Not to any extent. I think there is a little bit of “Other 
objects.” 


INCREASE IN PERSONNEL 


Mr. Tuomas. What is your increase in personnel throughout the 
city, 1959 over 1958? What is your total employ ment for 1959? 

Mr. Lowe. The increase in authorized positions is between 700 and 
800 as a result of the 1959 appropr lations act. 

Mr. THomas. Over 1958 ¢ 

Mr. Lowe. Over 1958. 

Mr. Tuomas. What does that give you as a total in appropriated 
jobs for 1959 ? 

Mr. Lowe. It gives us total appropriated positions, in round figures, 
of 24,000. That includes the schools which have over 5,000 employees, 
police, fire, hospitals, and all of the other city- and State-type services 
for which the District of Columbia is responsible. 

Mr. Tuomas. The city government is set up comparable in a good 
many jurisdictions throughout the country. Your city and county 
governments have to—— 

Commissioner Karrick. And State. 

Commissioner McLaveuiin. We have the highest per capita ex- 
penditure for public health care, for instance, compared with all of 
the States. We have the highest in the country. 

Mr. Trromas. How many unfilled appropriated jobs do you have 
asof January 1 or February 1? 

Mr. Lower. May we supply that for the record ? 
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(The material follows :) 
The total number of vacancies as of February 1, 1959, was 947. 


Mr. Tuomas. What is your best guess? Out of 24,000, would it be 
1,500? 

"Mr. Lowe. Probably it will be, Mr. Chairman, based on the g0- 
called authorized positions but we have rather high lapse rates in all 
of our appropriations. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Tuomas. On the record. 

What is your best guess? 

Mr. Lowe. My best guess as to the authorized strength is that your 
guess is a good one as to the strength for which we actually have the 
funds available to pay the positions that will be materially less. 

Mr. Tuomas. You were given the funds and you have 24,000 jobs, 
What became of them? When you say, “If you had the funds”, 
what do you mean ? 

Commissioner Karrick. There is about a 4-percent vacancy, Mr. 
Chairman. 

TURNOVER OF PERSONNEL 


Mr. Tuomas. What is your turnover in the District government 
throughout ? 

Mr. Lowe. The latest is 12 percent. 

Mr. Tuomas. That is a pretty good record because throughout 
government generally it is what, 14.5 to 16.5 percent ? 

Mr. Lowe. The District government has an unusually stable employ- 
ment. Turnover is concentrated primarily in the wage board groups. 

Mr. THomas. Most local governments have a pretty stable employ- 
ment. Or at least, I find it so down in my section where people get 
accustomed to the work, like the work, the associations, and they stay. 
It is a career with them and.they hang on to it. They are efficient 
in their jobs and they know how to handle them. 

The public likes them and they stay on. It is very satisfactory to 
everybody. 


DISCUSSION OF POPULATION TAXES AND BUSINESS IN THE DISTRICT OF 
COLUMBIA 


What is going to be the end of this contribution? As the cost of 
government goes up, are contributions going up, too? 

Commissioner McLaucuuin. Mr. Chairman, we have asked—— 

Mr. THomas. We just got through building you a nice hospital here. 

Commissioner McLauauutn. We have asked again—— 

Mr. Tuomas. The only sizable Federal construction program out- 
side of the military is here in the District of Columbia. 

Commissioner McLauecuitn. Were you speaking of the Hospital 
Center, Mr. Chairman, when you said we just got one? 

Mr. THomas. Yes. 

Commissioner McLaveuurn. That is the District of Columbia pay- 
ing for hospital services to the people of Maryland and Virginia who 
come in.there-and-use'them. 
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Commissioner Karrick. Forty-eight percent of the patients are non- 
Pistrict patients. 

Mr. THomas. Forty-eight percent of the population of the Wash- 
ington area lives out of the District of Columbia, does it not? 

Jommissioner Karricx. More than that. 

Commissioner McLaucHuin. They do not pay taxes, Mr. Chairman. 

Mr. Tuomas. They make a tremendous contribution.to this District. 
Those stores on F Street would not be there if it were not for that 
48 percent living outside of the District of Columbia, would they? 

ommissioner McLavueuuin. Those stores are standing still and 
the ones out in the country 

Mr. Tuomas. Yes; but they own them both. 

Commissioner McLaucuuiin. Yes; but we do not get the sales taxes 
on what happens there. 

Mr. Tuomas. Does the District do any promotion work or is it the 
Board of Trade that works in connection with the hotels which bring 
everybody from all over the country ? 

Commissioner McLaucuurin. The Board of Trade has the Greater 
Nation’s Capital Committee, the convention bureau, which does a ter- 
rific job in bringing them in., It is a very efficient organization. 

Mr. Tuomas. It looks to me like the hotels could make up this deficit 
rather thamto.ask the taxpayers of the United‘States to make it up. 

Commissioner McLaucuutn. They pay 3 percent on all of their 
business, occupancy of rooms. 

Mr. Tuomas. What does that amount to per room ? 

Commissioner McLaueuutin. I have never figured that out. 

Mr. THomas. You mean sales tax on the rental, 3 percent on the 
rental of the room ¢ 

Commissioner McLaucuuin. Yes, sir. 

Mr. Tuomas. Gross rental rate? 

Commissioner McLauGuuin. Yes. 

Mr. Tuomas. That must bring in some money. 

Mr. Lowe. Some hundreds of thousands. 

Mr. Jonas. How much? 

Mr. Lowe. I do not remember the exact. figure because it is merged 
in our regular reports but, as I recall it, between $800,000 and $900,000 





a 

Mr. T HoMaASs. The most remarkable job I know of being done any 
place is where these big hotels are handling these tremendous crowds 
every day and night. It is just like a circus coming to town and then 
quietly getting out. I marvel at them. 

I imagine they are pretty well paid, but they do a pretty good job. 

Mr. Jensen. Mr. Chairman, the apartment houses are not doing too 
bad. 

Mr. Tuomas. Washington is a city of apartment houses and hotels. 
That is the big business in the District of Columbia. 

Mr. Jensen. It must be a green field for apartment houses the way 
they are spreading out. 

Mr. Tuomas. Does anybody want to discuss the $9 million item? 

Mr. Bow. Not on this side of the table. 

Commissioner McLaveu.in. Mr. Chairman, you asked me to ques- 
tion which I would like to respond to in one sentence, if I may. 
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We have asked in the report which we made, called the State of 
the Nation’s Capital, that this policy be adopted by the Congress: | 


* * * It.is hereby deelared to be the, policy of the Congress in exercising its 
exclusive legislative authority over the District of Columbia to provide financig} 
support over and above that which can be derived from taxing District residents 
and businesses at rates comparable to those of surrounding communities to the 
extent necessary to make the District a modern, attractive, and efficient com- 
munity that meets the requirements * * *. 


Mr. Tuomas. We do not set any policy. We are just working men: 
Commissioner McLavueuurn. I thought you would like to have that | 
in the record. 


Mr. Tuomas. All we do is handle a few dollars every now and then, 

Commissioner McLaueuurn. Thank you, sir. 

Mr. THomas. Any time you get ready to say something, you say it, 
Feel right at home. 


You do not have toagree with what we tell you, and if we do: not 
agree with you, do not feel bad about it. 


JUSTIFICATION OF THE ESTIMATE 


We have already put in Mr. McLaughlin’s supplemental statement, 
so let us put in pages 1 and 2 in the record. 
(The pages follow :) 


FEDERAL PAYMENT (REVISED) 


For an additional amount, fiscal year 1959, “Federal payment’’__ $9, 000, 000 


This request is for an additional’ Federal payment of $9 million: whieh, -to- 
gether with the presently appropriated amount of $20 million, will make a 
total of $29 million for the fiscal year 1959. This is $3 million. below ‘the 
authorized payment of $32 million. 

The last session of Congress enacted Public Law 85-451, approved June 6, 
1958, which increased the authorized Federal payment to the general fund 
of the District of Columbia from $23 million to $32 million. This action, 
which was effective beginning with fiscal year 1959, was taken after com- 
prehensive testimony was presented concerning the financial condition of- the 
District, the unusual requirements imposed on the District, and the limitations 
on revenue possibilities, all of which served to indicate and justify the increase 
in the Federal payment that was authorized. 

In formulating budget estiniates for the District of Columbia, this author- 
ization of Federal payment is considered with ther finaneial resources as. the 
means of financing proposed expenditures for the District. The increase was 
approved subsequent to the budget submission for 1959 but it was anticipated 
that it would be needed to partly pay the cost of the then pending pay increases. 

The supplementals chargeable to the District that are pending before this 
committee amount to $10,300,468. They are to be financed by the several funds 
of the District as follows: 


Ces ee Ee ad ; d $10, 008, 567 
Highway fund_____- ee re aan oe 270, 922 
“Yater fund 


BO ee oe er SL clea ienlictiste 3, 834 
OME y VERO MOVER. CONG ng ire a cineca 1, 608 
nn PUCEINT, | CO eawnignricnaabuesquee aieisonzige . 15, 5387 
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There are sufficient funds available to finance all but the general fund. The 
details of the items payable from this fund are listed below : 


Salary inc eases: 


Classified employees_____--~- I I sc __._. $1, 629, 190 
I eaape senna 574, 800 
Policemen and firemen____-_---------- rer ree te rot 2c 1 & Bes, TO 
DOMGOLOERCNORS acne n + nt eiep eeeinsetarn~=o~ avcmes, te nee ee 

Olen DIT TROPORNNG en Rs ema ta ou. eee 
0 NE 2 it ea 2 al he ie Peas cs cme each ; a 1, 291, 209 

Total requested supplemental, general fund___~_~- ccetiiengsicciesotniney, | aie Ry a 


The amounts for salary increases are now being paid and must be financed. 
The other items are a result of either new legislation, increased cost, or uncon- 
trollable workload. 

In addition to these supplementals, there are still pending for submission to 
Congress requests for supplementals for pay raises amounting to $4,024,455. 
After considering the pending supplementals and proposed supplemental, the 
financial condition of the general fund for 1959 follows: 


Revenue availability: 








Surplus ht-becinnine’ of yours... 2. ess tic ccc encch $9, 860, 919 
Metimated. pavenve CoUsCULONS... 8 nace wen neem 146, 160, 000 
Federal payment (presently appropriated) ~--_---___-_-_.----- 20, 000, 000 

Total revenue availability_____-_- A al caolsta as ould aenso onl pga 176, 020, 919 

Funds required: 

Appropriations approved for 1959 (funds required) ~----~-~- ___ 170, 419, 109 
Supplementals pending DOTOrS DORN ONNG sissies enone 10, 008, 567 
PSO CE I isin eerie ee mehanneen eee 

ote) anes reat... scaccecene en Cee _. 184, 452, 131 

I ee aa hie a oa dine bl tn hl nagenenenmuaeaia 8, 431, 212 


The approval of the additional Federal payment will eliminate this deficit and 
leave a surplus of $568,788. This surplus has been carried into 1960 as part of 
the revenue availability for that year. 

Mr. Tuomas. Do you think that you can use that $9 million all 
right ? 

Commissioner McLaucutn. Yes, sir. 

Mr. Troomas. You have about 1,400 or 1,500 unfilled jobs. If you 
do not fill those for the remainder of the year. could you not get 
along without that $9 million ? 

Commissioner McLavuenuin. I think it might be difficult, Mr. 
Chairman, because the unfilled jobs might not be where we need the 
money. 

Mr. Tuomas. I see. Money is money and we are not going to 
cripple you with that, Spend whatever you have. 

Mr. Fowter. Mr. Chairman, we would like to substitute for the 
justifications in the folder before you the new justification which we 
have prepared. There is a slight difference. 

Mr. Tuomas. Which items? 

Mr. Fowter. The Federal payment, some additional data. 

(The revised justification was inserted on p. 860.) 
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Wepnespay, Marcu 4, 1959, 


DEPARTMENT OF GENERAL ADMINISTRATION 


WITNESS 


SCHUYLER LOWE, DIRECTOR, DEPARTMENT OF GENERAL 
ADMINISTRATION 


OPERATING EXPENSES 


Program and financing 


= 

















1959 1959 | 1959 increase 
presently | revised (+) or de- 
available estimate | crease (—) 

my 
Program by activities: | 
OI is demannonnnpecaenenen dantonsinnt _| $41, 000 943. O00 |... <.0=<nnain 
S. AGministrative serviocs... . ...-..--nnnsacnncceee-- 217, 000 | 217,000 |___. ae 
3. Budget. 324 ni 142, 000 | 131, 000 | —$11, 000 
NUNN 2508 ech cs se 3, 442, 000 3, 461, 000 +19, 000 
5. Internal eeeeene. ; | 151, 000 150, 000 | —1, 000 
©. Beetepement.................... 104, 000 96, 000 —8, 000 
7. Personnel: 
(a) Operations_ 251, 000 255, 000 | +4, 000 
(b) Employees’ disability compensation __. 182, 973 182, 973 | 
(c) Employees’ unemployment compensation __-. 156, 000 300,000} + 144, 000 
(d) Workmen’s ee administrative ex- | 
NG Sossc dS 5 Oa chaos 231, 000 244, 000 | +13, 000 
8. Procurement. 228, 000 245, 000 +17, 000 
1959 program obligated in 1958. —2, 184 2, 184 a 
Supplemental required for pay increases ___- —373, 000 +373, 000 
Total obligations.............-..-- | 4, 770, 789 5, 320, 789 -+-550, 000 
Financing: | | 
1959 appropriation available in 1958__................_-- 2, 184 | i Oe Tecodee 
Unobligated balance brought forward. —152, 973 ~152, 973 
Unobligated balance carried forward 100, 000 100, year 
New obligational authority....................-.....- 4, 720,000 5, 270, | 000 +550, 000 
Object classification 
| 1959 1959 1959 increase 
presently revised (+-) or de- 
available estimate crease (—) 
_ —_— ——— --—_—— | ——_ —_—_—_—_—_—_— — = -_-—— 
Total number of permanent positions eae 687 | 687 
Full-time equivalent of all other positions.............- 3 3 
Average number of all employees... __. ;. | 662 | 662 . 
Number of employees at end of year_._- AREAS) 667 | 667 
Personal services: | 
Permanent positions. $3, 669, 333 | $3, 666, 063 | ~$3, 270 
Positions other than permanent... } 21, 010 21, 010 ; 
Other... 15, 099 15, 099 | 
Subtotal | 3,705,442] 3,702,172 —3, 270 
Deduct portion paid from advances and reimburse- | | 
ments_._- » 53, 600 53, 600 
Total personal services_. 3, 651, 842 3, 648, 572 —3, 270 
Travel 12, 585 12, 635 +50 
Transportation of things | 300 300 
Communication services 55, 866 76, 626 +20, 760 
Rents and utility services 141, 3§4 M41, 354 | 
Printing and reproduction. 78, 860 79, 860 +1, 000 
Other contractual services__ | 273, 765 286, 775 +13, 010 
Services performed by other agencies__- 6, 750 | 6, 750 
Supplies and materials_- 65, 638 66, 938 +-1, 300 
Equipment 34, 168 34, 168 
Grants, subsidies, and contributions 235, 87 236, 022 +150 
Pensions, annuities, and insurance claims 338, 973 482, 973 +-144, 000 
Refunds, awards, and inaemnities 250, 000 250, 000 
1959 program oblicated in 1958 2, 184 2, 184 
Supplemental required for pay increases - 373, 000 +373, 000 
Total obligations 4, 770, 789 , 320, 789 +-550, 000 
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Mr. THomas. For operating expenses, Department of General 
Administration, you are requesting $550,000. 

Please place the justification in the record at this point. 

(The justifications follow :) 


DEPARTMENT OF GENERAL ADMINISTRATION 


Operating expenses 


For an additional amount, fiscal year 1959, Department of General 
UT a castles lon ccs nea eects lee hate tae eae $550, 000 


Salary increases, $374,000.—Of this amount, $373,000 is needed for salary 
increases granted classified employees as a result of Public Law 85-462, and 
$1,000 for salary increases granted wage-board employees by the Commissioners 
effective January 14, 1959. 

Postage increase, $19,000.—This addiitonal amount is necessary to meet the 
increase in the cost of mailing due to the raise in postal rates. 

Unemployment compensation, $144,000.—Additional funds are needed to meet 
the increased cost of reimbursement to the District Unemployment Compensa- 
tion Board for payment of unemployment compensation to former employees 
of the District of Columbia government. A summary of such payments for the 
past 3 fiscal years and the first quarter of the current fiscal year is as follows: 





Number of Total amount 


recipients paid 
Fiseal vear: 
1956 _ wr <i et a a ‘ci wets 180 $24, 921. 29 
a cians inaes eid abe tednenmiee sssihtasseniclaaescedanticntetet daisies plat a colina £0 | 81, 916. 98 
I ai weaned aalesebeansaiabdndplias ae 923 | 156, 179. 03 
Ist quarter, 1959.._..__-- eine Di cadbdbdntanaddontidldechbtelh odigda | 512 | 99, 672. 48 





It is estimated that the cost of unemployment compensation claims will con- 
tinue to rise and that for the fiscal year 1959 a total of $300,000 will be needed. 
Since only $156,000 is now available for this purpose, an additional amount of 
$144,000 is requested. 

Workmen's compensation, $13,000.—Additional funds are needed to meet the 
increased cost of administrative expenses involved in providing compensation for 
disability or death resulting from injury to employees in certain employment in 
the District of Columbia (36 D.C. Code 501, 502). 

The Bureau of Employees’ Compensation, to whom funds are transferred for 
administration of the law providing for such compensation, has informed the 
District government that the Bureau’s original estimate, excluding the pay in- 
crease, for 1959 ($209,500) contained an unusually high lapse rate; that turn- 
over in personnel as well as within-grade promotions have increased this amount 
substantially; that there have been increases in the cost of communications, 
stenographic reporting services, supplies, equipment, ete.; and that such in- 
creases could not be absorbed. A summary of the estimated requirement for the 
fiscal year 1959 is as follows: 





Original estimate of Bureau of Employees’ Compensation____~- . $209, 500 
Estimated supplemental included in latest budget (approximately “10 
percent of original estimate) _.._____- RT a cscs, 21, 500 
ee ee ae ee 231, 000 
Revised estimate of Bureau of Employees’ Compensation____- wwicwesn , ae OOO 
Additional funds required. axes 5 oon cn ce incense wi sates ces eOES 13, 000 


Mr. Tuomas. Under salary increases you have $374,000 ; postage in- 
crease, $19,000 ; unemploy ment compensation, $144,000. 

Are there any other items ? 

Mr. Lowe. No, sir. 
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Mr. Tuomas. How much guesswork is in this item for salary in- 
crease and how many jobs? 

Mr. Lowe. There is no guesswork, Mr. Chairman. The number 
of jobs involved is approximately 600. The total number is 687 jobs 
for which appropriations are available. 

Mr. Tuomas. This is all salary increases and there is no job in- 
creases in it? 

Mr. Lowe. No, sir. 

Mr. Tuomas. No new jobs? 

Mr. Lowe. All salaries. 

Mr. Tuomas. What is the total employment in this unit? 

Mr. Lowe. 635 filled positions as of January 31, 1959. 

Mr. Tuomas. All housekeeping employees, or what? 

Mr. Lowe. No, sir. The predominant part of that number is com- 
posed of tax-producing and collecting staff. It also includes the cen- 
tral personnel office, central accounting and disbursing. 

Mr. Tuomas. You have accounting, disbursing, and— 

Mr. Lowe. Tax administration. 

Mr. THomas. What else? 

Mr. Lowe. Procurement, auditing, organization and methods work, 
central budget office, and administrative services. . 

Mr. Tuomas. You have some of the most important functions 
wrapped up in that. You have not absorbed any of that $374,000? 

Mr. Lowe. We have absorbed just a little bit but we also had 
other 

Mr. Tomas. Where did you get it from, “Other objects”? 

Mr. Lowe. No. This is really what happened: I think that I should 
perhaps first answer you, “No, we have not absorbed any of it.” 

Mr. Tuomas. Allright. Let it go at that. 





Wepnespay, Marcu 4, 1959. 
DEPARTMENT OF OCCUPATIONS AND PROFESSIONS 
WITNESSES 


ROBERT F. COGSWELL, DIRECTOR, DEPARTMENT OF OCCUPATIONS 
AND PROFESSIONS 


SAMUEL FUSCO, ADMINISTRATIVE OFFICER, DEPARTMENT OF 
OCCUPATIONS AND PROFESSIONS 


OPERATING EXPENSES 


Program and financing 











1959 1959 

presently revised 1959 increase 

available estimate 
4 —— aes |——_——— al js 

Program by activities: 

INN cnencavnennsexegescncene aad $53, 000 | $53,000 |..........-.-- 
2. Examination.._............ ee Tate Jct dd dacsbee 50, 000 | 51, 700 | $1, 700 
3. Investigation and inspection. ............-..........--- | 51, 900 oY SS 
4. Processing and issuance._____.._- Ph ee kb aaeien 168, 000 169, 500 | 1, 500 
Supplemental required for pay increases. -.-_.._..--- het eee’ 23, 000 
Total obligations (new obligational authority) ........-- 299, 000 325, 200 | 26, 200 
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Object classification 














1959 1959 
presently revised 1959 increase 
available eatimate 

ne ; eae . 4 
Total number of permanent Re scorer ernn-eo rh: ns 45 iat cat Mcs 
Full-time equivalent of all other positions................-.--- 7 O leassaatenbengeeens 
Average number of all employees. -........-------- a ae 51 BB hoses te hsh decane 
Number of employees at end of year_..._....................- 45 0 Fe ceeciiaenn 

01 Personal services: 

Permanent pee: eb Lene eens | $232, 059 $232, 153 $94 
Positions other than permanent-...........-....-..--- 37, 900 54, 900 Bis bn ttebfonne 
Nee a mails oeiudigeioaineiont 750 AE Wiciiciesannicnaiabione 
ne ES CRB ss etd cecittniitte ave cenipeoatvd 270, 709 270, 803 Gt 
it REVEL. -ancsncs~ sacl nae kee nee Mutnadsaceseewennnn 4, 700 OFFOO ldrcdcnkcwcand 
ae SeEROREION DOP TINE. no. cnncaeedinsceces: iat eapehond 4, 680 6, 380 1, 700 
eee TOPRIIEO. ION... dunacesunepenneceeecesan 9, 916 IE Micincctsnetnamaeia 
G7 Other emmtrectual services. . ........0..---.-.-2-22205-5- 12, 040 13, 440 1, 400 
nn nr SERERNENOG a. bb ab edlisncedninkewnwensieg 4, 400 | IE Niet isnnmpipniallais 
11 Gran s, subsidies, and contributions...............-...--- 15, 555 15, 561 6 
Supplei.ental required for pay increases. ......--.-.----.----- 28, 000) f. .~.n<panwvens 23, 000 
Potal WRONG. cous snaked coldness eS 299, 000 | 325, 200 26, 200 


| | 





Mr. Tuomas. Under the “Department of Occupations and Profes- 
sions,” you have an item of $26,200 made up of classified pay increase 
of $23,000, wage board increase of $100, postal rate increase of $1,700, 
and increased cost for grading service, $1,400. 

We will insert the page covering this in the record. 

(The page follows:) 


DEPARTMENT OF OCCUPATIONS AND PROFESSIONS 
Operating expenses 


For an additional amount, fiscal year 1959, “Department of Occupa- 


I, | I iid eens enamide wieninaneniblincnepee cleanin tide eal $26, 200 
I I a ace cab sree ca cages nce eiconaieginienciuseviensaceaadereaie 23, 000 
ieee pers TEIN oe eh eS a hae cnebebemiieaneioal 100 
eetnl rete: ienObeiiir sc ccc cetesecienel 2ncekenittienswnnnsndemed 1, 700 
Increase cost for grading service (examinations) ---...---------.-_- 1, 400 

CE 26, 200 


The Department of Occupations and Professions requires a supplemental of 
$26,200. None of the additional cost resulting from the pay act increase; the 
postal rate increase, and increased rate for grading service can be absorbed 
without a serious reduction in the level of service rendered the public. The De- 
partment of Occupations and Professions is a small Department and needs all 
of the money appropriated to it in order to furnish a satisfactory level of service 
to the public. When the level of licensing service is reduced it causes a hard- 
ship on persons who want to enter an occupation or profession by requiring 
them to wait longer periods before they can practice their chosen occupation 
or profession. 

Postage is used primarily by this Department to contact applicants and li- 
censees of the various occupations and professions. Many of these contacts 
are required by law such as notifying licensees of the expiration of their 
licenses and the mailing of licenses. During the fiscal year 1958, the Depart- 
ment of Occupations and Professions expended $4,677 for postage. Due to in- 
creased costs of postage the Department will need $6,377 for postage during 
the current fiscal year. This is an increase of $1,700 over the cost of postage 
for last year. It is requested that $1,700 be granted to cover the increased cost 
of postage. 

The grading service (including the preparation of examinations) is a vital 
service required by law, which cannot be curtailed without excluding persons 
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from examination for licensure. On December 5, 1958, the board of examiners 
of the American Institute of Certified Public Accountants increased the rates 
for their grading service (including examination questions and supplies) from 
$3 to $4 per subject graded to be effective with the May 1959 examination. The 
grading workload for the May examination will be approximately 1,400 subject 
papers. The increased costs will be $1 per paper or $1,400. 

Mr. Fowter. Mr. Chairman, Mr. Cogswell is the Director. 

Do you want his testimony ? 

Mr. THomas. Yes, tell us about it. 

Mr. Cocswetu. May I just read a short statement ? 

Mr. THomas. Yes. 

Mr. Coaswewu. In addition to the $23,100 for increases in personal 
services, this Department requires a supplemental of $1,700 for post- 
age. 

Mr. Tuomas. What are the duties of the Department? It has been 
a long time since I looked at this. 

Mr. Cocswett. It is to examine, license, and regulate 20 different 
occupational boards and professional boards. 

Mr. THomas. What are some of the 20; contacts required by law, 
such as notifying licensees of the expiration of licenses and m: \iling 
licenses 2 Who are all of them? 

Mr. Cocswexu. Let me see if I can think of a few of them. 

We have accountants, architects, barbers, cosmetologists, doctors, 
dentists, nurses, undertakers, pharmacists, steam and other operating 
engineers, and motion picture operators. 

Mr. THomas. Sure keeps you busy. 

How many people do you have in your Dep: irtment ? 

Mr. Coceswetu. Forty-five all told, Mr. Chairman. 

Mr. Tromas. What is vour total salary cost ? 

Mr. Coaswewi. $270,000. 

Mr. Tuomas. You have not absorbed any of this? What is the 
$1.400 for? 

Mr. Coaswetxt. Mr. Chairman, the $1,400 is for examination of 
certified public accountants. That is, the examinations which ap- 
plicants take to be a certified public accountant in the District of 
Columbia. 

Mr. Tuoomas. How much did you give for that? Did you have any 
other money besides the $1,400? 

Mr. Cocsweti. No, sir. This covers an increase which the National 
Board charges us to prepare and correct the papers which these 
applicants— 

Mr. Tuomas. How many applicants do you have in the District ? 

Mr. Coasweti. We would average, I would say, somewhere close 
to 550 or 600 in a vear. 

Mr. Tuomas. 600 to give an examination to? 

Mr. Cocswexi. More than that. 

Mr. Toomas. Howmuch? This is just a deficiency item ? 

Mr. Cocswety. All told, it costs around $9,000. 

Mr. Thomas. How much money do you charge them? 

Mr. Cocsweii. We do not charge them. What we do is to pay 
what they charge us to correct the papers. 
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Mr. Tuomas. You mean you do not have a little head tax or any- 
thing like that ? 

Mr. Cocswe.t. No, sir. 

Maybe I can explain it this way: The certified public accountants, 
we charge them $20, but what I was going to say is—— 

Mr. Tuomas. Youare doing all right then. $20 times 500. 

You only lost $4,000 on them then ? 

Mr. Cocswetu. The actual fee is $25. 

Mr. Tuomas. I cannot think that fast. You only lost $3,000 on 
them then? Is my arithmetic correct? 

Mr. Cocswetu. May I ask Mr. Fusco to give that ? 

Mr. Tuomas. All right. 

Mr. Fusco. The receipts of the Board are around $12,000 a year. 

Mr. Tuomas. You made $3,000. I do not make that out on the 
figures you gave me. 

How did you make it then ? 

Mr. Roonry. May I ask a question ? 

Mr. Tuomas. Yes. 

Mr. Roongy. What is the total amount generated as income to the 
District from the activities of this Department by way of fees, total? 

Mr. CoasweE.u. $284,000. 

Mr. Rooney. What isthe Department’s annual budget ? 

Mr. Cocswetu. $325,000 this year, including the supplemental 
increase, 





Wepnespay, Marcu 4, 1959. 


Pusxiic ScHooLs 
WITNESS 
DR. CARL F. HANSEN, SUPERINTENDENT OF SCHOOLS 


OPERATING EXPENSES 


Program and financing 




















1959, 1959, 1959, increase 
presently revised (+-) or de- 
available | estimate crease (—) 

. 7 pues is 
Program by activities: 
1. General administration ata achebeibiinal i $1, 213, 000 212, 000 —$1, 000 
2. Supervision and instruction_--- d 30, 385, 000 | 253, 668 —131, 332 
3. Teachers College a 1, 194, 000 | 1, 210, 500 +16. 500 
4. Vocational education, George-Barden program. -- 480, 000 | 482, 000 +2, 000 
5. Operation of buildings and grounds and maintenance 
of equipment_............_-- = 5, 559, 000 | 5, 962, 500 +403, 500 
6. Repairs and maintenance of buildings and grounds. 1, 582, 000 | 1, 582, 000 = pete 
7. Teachers’ retirement and annuity fund_.- peice 3, 541, 000 SG; Oee ee Bn nw eoute satire 
1959 program obligated in 1958 a a — 209, 052 | — 209, 052 
Supplemental required for pay increases. - - --- —4, 006, 000 | -+-4, 006, 000 
Total obligations. ...-. ahaa ss _..| 39,738,948 | 44,034,616] +4 295, 668 
Financing: 1%59 appropriation available in 1958 209, 052 209, 052 ; 





New obligational authority - .- 


39,948,000 | 44, 243, 668 -+-4, 295, 668 
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Object classification 








150 «= | Cs 
| presently revised 1959 increase 
available | estimate 
Total number of permanent positions........................- 5, 988 6 906 t3.. Lie 
Full-time equivalent of all other positions_...---_- Sedlaiananiell 281 296 | 15 
Average number of all employees. -.-...........-.....--- 6, 145 6, 182 37 
Number of employees at end of year. .........-......-- piace 5, 914 PiGES fh ovds cme 
01 Personal services: 
ceil $34, 010, 147 $34, 204, 828 | $194, 681 
Positions other than permanent_...........-- See dien 1, 181, 493 1, 243, 493 62, 000 
 tidigtdine cask cbt thi bin aididnthudtennntip ee 137, 353 137, 35% a 
RI 6 oo eee “Se .| , 993 35, 585, 674 | 256, 681 
Deduct portion paid from advances and reimburse- | | 
PLL SEE Bhabha dacs abeuebadadadédctndudusawues kes 174, 254 174, 254 = 
UE PE CIR is cnccccacecvecussunceecccces |} 35, 154, 739 35, 411, 420 256, 681 
Ne ne oT niles 16, 980 ME GBB: bau cnccscskiee 
03 Transports nen ae Ci a 4, 540 14, 540 ae 
04 Communication services_........-- Sia Ritidsi . 61, 378 61, 378 sein 
05 Rents and utility services_....................- ninanbvainsi 449, O82 449, O82 ocoahienaain 
06 Printing and reproduction..........._- <a inbreiaase ahem 34, 500 34, 500 ae piace 
07 Other contractual services._..........-- ATES SAS 319, 128 319, 128 | opbeiantl 
Services performed by other agencies..............- 1, 582, 000 1, 582, 000 . — 
08 Supplies and materials..............._....-- oak ae 1, 295, 273 1, 304, 273 9, 000 
I a j 893, 690 893, 690 |.... c 
11 Grants, subsidies and contri TIERONE... noccoces ane 4, 132, 690 4, 156, 677 | 23, 987 
1959 program obligated in 1958_........_..____- kia heey — 209, 052 — 209, 052 |... ba 
Supplemental required for pay increase........-.- ssocesh) “—€, 000, O00 }.-- 4, 006, 000 
I ks | 39, 738, 948 44, 034, 616 4, 295, 668 


Mr. Tuomas. We will now take up public schools and we will insert 
the page in the justification for that item. 


(The page follows:) 


PUBLIC SCHOOLS 


Operating expenses 


For an additional amount, fiscal year 1959, “Public schools” $4, 295, 668 


Salary increases, $4,224,668.—Of this amount, $3,643,668 is ne« ded for Teach- 
ers’ Salary Act employees as a result of Public Law 85-838, $170,000 for classi- 
fied employees as a result of Public Law 85-462, $313,000 for salary increases 
granted wage-board employees approved by the Commissioners effective May 
8, 1958, and $98,000 for salary increases granted wage-board employees approved 
by the Commissioners effective January 14, 1959. 

Per diem substitute teachers, $56,000.—This amount is necessary to provide 
funds for a pay increase from $14.08 to $16 per day granted by the D.C. Board 
of Education to substitute teachers which is commensurate to the pay raise 
granted regular teachers by Public Law 85-838 

Stores-clerk service, $6,000.—This amount is necessary to provide funds for a 
pay increase from $10 to $11 per day granted by the D.C. Board of Education 
to stores clerks which is commensurate to the pay raise granted classified em- 
ployees by Public Law 85-462 

Lunches for needy children, $9,000.—Public Law 85-901 (approved September 
2, 1958) authorized reimbursement to the D.C. Public Schools Food Services 
Fund for lunches served in the public schools to children of families receiving 
public assistance. Based on current experien it is estimated that the aver- 
age daily number of lunches served free to anes children in the secondary 
schools will be about 450, of which 180 will be served to children of families 
known to be active on the D.C. public assistance rolls. The $9,000 included in 
this supplemental request is needed to provide free lunches to the 180 children 
of public assistance families at the standard rate of 27 cents per lunch for a 
period of approximately 180 days. This will leave 270 free lunches per day, 
at a total cost of about $13,000, to be financed from the normal receipts of the 
school lunch program. In view of the fact that the number of free lunches 
being served is considerably greater this year than it was last year at this time, 
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and the fact that many schools must be supplied with new cooking equipment, 
china, and trays this year, an operating deficit in the cafeteria program as 
a whole is likely for 1959 unless the requested supplemental funds are obtained. 

Mr. Tuomas. The figure for this item is $4,295,668 and under that 
you show salary increases in the amount of $4,224,668; per diem sub- 
stitute teachers, $56,000; stores-clerks service, $6,000; and lunches for 
needy children, $9,000. 

Tell us about this. 

Mr. Fow.er. Dr. Hansen, the Superintendent of Public Schools, 
will speak to that. 

SALARIES OF TEACHERS 


Mr. Tuomas. How many teachers do you have in the system and 
what about your salary and a scales for your teachers ? 

I speak only for myself, but this country has been asleep in the 
payment and treatment of its teachers. I do not talk about the Dis- 
trict of Columbia by itself. I imagine that you are in that classifica- 
tion but nationwide we talk about needing new schools and fine equip- 
ment to catch up with Russia, or stay ahead, or on whatever basis 
you want to put it. 

The quicker we get these dedicated teachers and keep them and put 
them up on the economic level where ae belong, then we are going 
tosolve the building and solve the equipment problems. 

Dr. Hansen. Mr. Chairman, this is what we have been saying, 
too. The teacher is the key to a good education. 

Mr. Tuomas. I thought I read that from you. 

Dr. Hansen. I appreciate your saying that. 

We have been fortunate to the extent that last year Congress in- 
creased teachers’ salaries in the District of Columbia by approxi- 
mately 14 percent across the board. This is not all that we asked for 
but it was certainly excellent. 

Mr. Tuomas. What does a teacher with a B.A. degree teaching for 
6 years get? 

Dr. Hansen. $4,500 plus an annual increment of $175. 

Mr. Triomas. What do you mean by that? 

Dr. Hansen. Step-up. 

Mr. Tuomas. Per year? 

Dr. Hansen. Yes, sir. 

Mr. Triomas. For the 6 years? 

Dr. Hansen. Which makes it approximately $750. 
Mr. Tiromas. That is added to what ? 
Dr. Hansen. To $4,500. That would be $5,375 with a bachelor’s 
degree. 
Mr. Tuomas. Six years, $5,375. 
Dr. Hansen. The way I compute it, it would be $1,050. 
Mr. Tuomas. We will put it down and then you can check it later. 
Dr. Hansen. I will be glad to submit the salary schedule. 
(The material follows :) 
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Mr. Tuomas. It is hard to get even a good stenographer for that 
in the District of Columbia and Government agencies; 1s it not? 

Dr. Hansen. We have competition with the Federal Government 
and that is one of our problems. 

Mr. Tuomas. The Federal Government is not your competitor yet 
in education, or did you mean some other field ? 

Dr. Hansen. In terms of other opportunities. 

Mr. THomas. Excuse me. 

You are not too far wrong, though; we will be pretty soon. 

What about your per diem item for substitute teachers? How do 
you arrive at that figure of $56,000? 

Dr. Hansen. This is arrived at by computing the increase in wages 
for them from $14.08 to $16 per day. 


SCHOOL LUNCHES 


Mr. Tuomas. What about your lunches for needy children? 

I have been seeing a lot in the newspapers where we will not buy 
the children any lunch. 

Dr. Hansen. This has to do with the 27-cent cost per lunch for 
approximately 180 children per day entitled to their lunch under 
the present legislation. 

Mr. Tuomas. How much subsidy is attached to each lunch ? 

Dr. Hansen. 9 cents per lunch. 

Mr. Tuomas. It costs about 35 cents or 36 cents and the children 
pay 27 cents? 

Dr. Hansen. Yes. In this instance the children pay nothing. 
They are entitled to a free lunch under the legislation. 

Mr. Tuomas. They get it for free and you need $9,000 more? 

Dr. Hansen. That is correct; to reimburse the lunch program for 
this service. 

Mr. Tuomas. I do not imagine you will have much trouble with 
this group on that. 

Is this a guess figure, any element of it, $4,295,668 for an increase 
in pay to the teachers? 

Dr. Hansen. No, this is definitely worked out as the amount needed. 

Mr. Tuomas. Thank you, Doctor. 
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ment | Pusiic Liprary 
WITNESS 
HARRY N. PETERSON, LIBRARIAN, PUBLIC LIBRARY 


OPERATING EXPENSES 














wv do Program and financing 
‘ages 1959 sill 1959 revised | 1959 increase 
S available estimate 
Program by activities: : 
ee I on orn chac cs wseshiges onda wereivananeeiniraeoerenannianaemetel $152, 000 $158, 000 oa 
ee I et ee i cia dhlidniedideatinntinnbatsedl 272, 000 274, 000 >: 
we  — Sas sie iag tal ncn hip inhaieannisieaie soi 1, 568, 000 | 1, 574, 000 6, 000 
4. Buildings and grounds a a 301, 000 324, 300 23, 300 
} . 1959 Progran obligated in 1958. ......................--... —6, 842 Se ne 
uy Supplemental required for pay DSP ORIOS <6 55 ceidnwcnn Leaded — 153, 000 153, 000 
nnn Oe oso Ss neiinmadesaeeneine 2, 133, 158 
for | Financing: 1959 appropriation available in 30GB. . Jeserr ee 6, 











nder New obligational authority. ...........----- ee Se 2, 140, 000 2, 330, 300 190, 300 








Program and financing 




















lren aay Se l 
19459 presently} 1959 revised | 1959 increase 
: available estimate 
ing. scene Ee eeepc ctptsitptngtaelt mmanrtanisnicinirton heme tin naan 
Total number of permanent positions_-----...-.......---------] 372 gd oe ee 
Full-time equivalent of all other positions..........-....---.- | 14 Cf eee 
Average number of all employees. -- —e eaibieaieiaial 363 370 7 
for | Number of employees at end of year..-------------------- , 433 | Gi oe pnnuse 
01 Personal services: 
vith Permanent positions... ------ ES $1, 675, 316 $1, 710, 230 $34, 914 
Positions other than permanent.-..........-..-- 49, 237 WEP tid cach bosele 
NN a ile eatinceneall icttnining in ip tat mean titel wtet ted 30, 871 SO IR eo oe stich eciiww 
sase Subtotal 1, 755, 424 1, 790, 338 34, 914 
Deduct portion paid from advances and reimburse- 
ments-..... hist odin meadeenadnedel b betehchetuine Jhevedtbesdtadvecbedneadae’ iil this tees 
Jed. ‘ a —aemioreroyiene 
OE DUNO OU Faia 5 coda sce nnnentcqrp gen 5 1, 755, 424 1, 790, 338 34, 914 
2 Travel. hel nines 6 ahd ditebweddy 812 SEP Tit. £544.05 
03 Transportation of things-----.-.--- steerer tae aidan 45 45 Se 
04 Communication services. -..........-..--..-..-... a 6, 845 inte cb Jabsews 
05 Rents and utility services......-.....-...-.-.......-- ‘ 24, 760 DEFER iA nw denece 
06 Printing and reproduction-_-...-..-.-- SER een eed . 33, 150 i. yp 
07 Other contractual services hdeodekndtephvcdded 13, 856 fg ee aoe 
Service performed by other r agencies. ibiatebbebongtamaal 36, 673 DAE Bscwiceanacnire 
BB BepOen MR CMI close ei ccccewleéncen cece when 25, 920 ah SS drain crab 
a lh ic a al laches rp aheerisares ini saga ad 282, 874 RE eRe iinomns cheibvn 
11 Grants, subsidies, and contributions.....___-- : 112, 641 115, 027 2, 386 
De te BURTON BOE IGANG. oon oo os oe bok ceed cheeks see ~L eSaebeceee gis Hde Tw eeeek Mee 4. 
1959 program obligated in 1958- : AP EIS —6, 842 —6, 842 |.....-.-- cae 
Supplemental required for pay increases....--- elalen —153, 000 sos ahem 153, 000 
—- — —| 
Total obligations - - .-- Peienaperpicadieed Sata caaiensaiieniesieioiced 2, 133, 158 2, 323, 458 190, 300 





_ Mr. Tuomas. We next come to the item of Public Library, operat- 
ing expenses, $190,300. 

Please place the justification of the estimate in the record at this 
point. 
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(The justification follows :) 
PusLic LIBRARY 
Operating expenses 

For an additional amount, fiscal year 1959, Public Library__._._____~_- $190, 3 

Salary increases, $175,300.—Of this amount, $150,000 is needed for salary in- 
creases granted classified employees as a result of Public Law 85-462, $16,000 is 
for wage-board increases approved by the Commissioners effectively May 8 


1958, and $6,300 for wage-board increases approved by the Commissioners effec- 
tive January 14, 1959. 


Reclassification of positions, $15,000.—Funds for the reclassification of the ma- 
jority of Public Library positions were appropriated in the 1959 budget. Funds 
are needed to cover the cost of reclassification of the remaining positions, which 
could not be surveyed in time for inclusion in the 1959 budget. The Library ig 
already absorbing various increased costs, such as the cost of position reclassifi- 
cations for the first half of the year. In addition, we are absorbing the cost of 
wage increases for WBP employees ($1,500), premium pay (about $11,500 as of 
latest payroll and estimated to be $16,000 additional for the rest of the year, or 
a total of about $27,500), the rise in postage rate ($1,000), and increased costs of 
maintenance and repair of the motor vehicles resulting from the increase in the 
WBR wage scale ($1,000). As a result of these absorptions no funds will be 
available to cover this requested increase. 

Mr. Tuomas. In this total of $190,300 you have salary increases for 
$175,300 and reclassification of posit ions for $15,000. 

Tell us about it. 

How many people do you have in your Public Library ? 

Mr. Pererson. We have 372 regular full-time employees and the 
equivalent of 14 full-time people who are part-timers, so the total 
actually comes to 386 full-time people. 

Mr. Tuomas. You mean that you had appropriated jobs of 386 for 
1959? 

Mr. Peterson. We have 386 positions in our budget, but if all of the 
positions were filled at the full rate, we would not have enough money 
to fill them all; no sir. The way we have covered them 

Mr. Tuomas. How many unfilled jobs do you have out of that 386 
now ? 

Mr. Peterson. I am reminded that we had them all filled until 
February, at which time we had one vacancy, and we anticipate a 
couple of vacancies by the end of March. 

Mr. Tuomas. So, for all practical purposes, you have none then? 

Mr. Pererson. That is right, sir; and those that are vacant, or 
about to become vacant, would have to be filled if we are to carry 
out our assignment. The way we have covered the difference between 
the number of positions we have and the amount of money that we 
have was to employ trainees at a lower rate of pay than they should 
get for the job, and this was forced on us because until the reclassifi- 
cations were allowed last year, we could not hire fully trained people 
at our salary rate. 

Mr. Tuomas. What was your total salary cost for fiscal 1959? 

Mr. Peterson. $1,790,338. That is the revised estimate. 

Mr. Tuomas. Including your supplemental ? 

Mr. Pererson. Yes, sir. 

Mr. Tuomas. Thank you very much, Mr. Peterson. 
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Wepnespay, Marcu 4,-1959. 


METROPOLITAN POLICE 
WITNESSES 


HON. ROBERT E. McLAUGHLIN, PRESIDENT, BOARD OF 
COMMISSIONERS 

HOWARD V. COVELL, DEPUTY CHIEF OF POLICE, EXECUTIVE 
OFFICER 

ASHLEY A. ADERHOLT, CAPTAIN, PURCHASE AND ACCOUNTS 
OFFICER 

SCHUYLER LOWE, DIRECTOR, DEPARTMENT OF GENERAL 
ADMINISTRATION 

OrerRATING EXPENSES 


Program and financing 


1959 presently) 1959 revised | 1959 increase 











| available estimate 
| 
Program by activities: ; : 
1. Administration. _........-.----- Fe ee ee $506, 000 | $506,000 }........----.. 
2. Prevention and detection of crime bactgpatcingilinibas 16, 075, 000 16, 090, 800 $15, 800 
3. Special services ee ancien iniiin tate liens eal 163, 000 EEG Bninnacon Sate 
4. Policemen’s pension and re ae ee. ee 28 3, 933, 000 | 4, 317, 000 384, 000 
1959 program obligated in 1958. ...--.....--------------------- - 16, 551 —16, 551 |....- a-non-nan 
Supplemental required for pay increases —aeaietengiliedaat seal = ad, 000 1... cal 2, 217, 000 
lotal obligations : sis : 18, 443, 449 21, 060, 249 2, 616, 800 
Financing: 1959 appropri: ation available in 1958___..........-- | 16, 551 16, 551 ace dil ahemcedpmalileas 
STRUT GRURRIOEE DREROUIES 6 on cnccnccecccscdeksnndcuwes 18, 460, 000 21, 076, 800 2, 616, 800 
1 





Object classification 








1959 presently} 1959 revised | 1959 increase 
available | estimate 
| 











= 
Total number of permanent positions.-.............---------- 2, 696 EE Micrrcectcatoeah. 
Full-time equivalent of all other positions-._..........-..-----] 25 | FOP Winer ccpbadets a 
Average number of all employees. -_--.........-..-.--- ee 2, 648 | 2, 650 2 
Number of employees at end of year_-_-.-...-.-.-.. aniannss ----| 2, 686 | SOT Gk capcnniiainhs ee 
01 Personal services: | 
Rare et DORON 65 aiken aus isn sss bene ciiacdae? | $15, 177, 300 $15, 191, 808 $14, 508 
Positions other than permanent-.-.-...............----- } 74, 500 } DE i ie 
SE RTS 2 ee - aieiiaiaaaaan 722, 200 | 722, mee 1.2.50 
seul einen dpiptets ose 
an ree nn Sana -| 15, 974, 000 | 15, 988, 508 14, 508 
Deduct portion. paid ‘from advances and reimburse- i 
DONE cn cuccnnnkanenastaicals St  aethiandie pebeepet 74, 000 74,000 {___- a a 
Total personal services...............-.-.-- : j 15, 900, 000 | 15, 914, 508 14, 508 
I a a 5, 190 | SUG @ wie ad 
03 Transporta ition of things. .--....----- —neuancetahad 1, 500 BRE Rectuiesnhiea teres 
04 Communication services.............. : 3i5 hae 69, 725 I ne hed soe 
oe Rents and utility cerviees:..2... <<... 2. cceececce 24, 300 24, 300 * le. SP 
OR eo BO 25, 885 SII: Bint Goldie sn ening 
07 Other contractual services  etnoinnte a 182, 457 SG SOE Bibi aadensanmnd 
Services performed by other agencies__.._-.-.-_____- 45, 100 45. 100 ie ae 
08 Supplies and materials..._....- ‘ ; 323, 343 323, 343 | a ae 
089 Equipment uaa niente ; ores 146, 000 SRO Cencnsnawedinnnn 
ll Grants, subsidies, and contributions icteaie’ ‘i 57, 000 58, 292 1, 292 
12 Pensions, annuities, and insurance claims_...........---- 3, 827, 500 , 211, 500 | 384, 000 
13 Refunds, awards, and indemnities__-. insacesecbualinenctianend 35, 000 SE Bs nica eee 
SS nn emnLGes : sa ns 35, 000 35, 000 ss z 
Subtotal__.. Saeuics 20, 678,000 | 21, 077, 800 | 399, 800 
Deduct quarters and subsistence “charges. ine . ephetale —1, 000 —1,000 j...... eae 
1959 program obligated in 1958_____- seinih sai ube eantone cos caaa —16, 551 — 16, 551 | S eiencaiaaia an 
Supplemental required for pay increas a ae Tia Peseeessuceaates | 2, 217, 000 


ah a 18, 443, 449 21,060, 249 | 2, 616, 300 











876 


Mr. Tuomas. The next item for the consideration of the committee 
is “Operating expenses, Metropolitan Police,” where the request is in 
the amount of $2,616,800. 

At this point in the record we will insert the white pages of the 
justifications. 


(The pages follow :) 


METROPOLITAN POLICE 
Operating expenses 


For an additional amount, fiscal year 1959, “Metropolitan Police”___ $2, 616, 800 


Salary increases, $2,232,800.—Of this amount $68,000 is needed for salary 
increases granted classified employees as a result of Public Law 85—462, $2,149,000 
for salary increases granted the uniform force as a result of Public Law 85-584, 
$11,000 is for wage-board increases approved by the Commissioners effective 
May 8, 1958, and $4,800 for wage-board increases effective January 14, 1959. 

Retirement bencfits, $384,000.—Public Law 85-157, approved August 21, 1957, 
increased the maximum amount of retirement pay for policemen, lowered the 
retirement age, and increased relief payments to widows and orphans. 

During the fiscal year 1958, the first year the new law was in effect, monthly 
payments for pensions and relief increased as indicated by the following table. 


Fiscal year 1958 











! 

Police | Widows’ and 

Month | pensions | orphans’ 

relief 

linc leah et lth iia Dien Arle ins lint PS $201, 000 $51, 000 
I iw nccces Saoeiinnebts : 201, 000 51.000 
September - -- -- i 204, 000 53, 000 
October. .....- sessed : = ; : ; 210 000 52. 000 
November-___- 219. 000 52 000 
December - - -- epevebueies 222, 009 52. 000 
enacts nie eein ‘ 224, 000 52. 000 
| ee = ne = : 226. 000 56. 000 
March... . 235, 000 53.000 
Ng hic Sitsa Sane mieisons | 237, 000 52, 000 
idk taaicasivineninaibee 239, 000 | 54, 000 
ncn cicieeuhbbeee . 243, 000 | 53, 000 
cael a atte alas obatanhscers niger oeaniea . | 2, 661, 000 631, 000 








The following table reflects total expenditures for fiscal year 1958 under the 
new law: 


fi cachet eee ic een epee in atten as ents eo sins coer aoe 
I NO a cl i 631, 000 


Medical expenses of policemen injured in line of duty__.___________ 77, 000 
a I i  ceptasenin as doen eaetub lens dispemtnreicenien 33, 000 
enema ren OR: OE OOO a rents ernie mndieinmnenmam ens 1, 000 

I i — caren ts ergeenimedes enemy sainainaligmmingtneaioon 3, 403, 000 
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The following table reflects actual and estimated payments for pensions and 
relief for fiscal year 1959 for comparison with the preceding table showing 
monthly payments for 1958: 

Fiscal year 1959 














Police Widows’ and 
Month pensions orphans’ 
relief 

Es sheudoncdkminne eae sina datos calli tei sar ames ap eile lees sama siete titant $245, 000 | $53, 000 
ND ss as bas connanibnnw san seeeeins Jucatie pinkie hisitiacecnssies 283, 000 | 53, 000 
September (actual) -.......--.---- Sata a osee pani ctiieicalaiinaics dda aad icisadalaiaiath tated se 284, 000 54, 000 
oc stains ion quakes tiensei erties niin Webaiioe te crindalpvinipli ew ictinetoao ER. 1 327, 000 | 54, 000 
November (actual) .._.-.-....- cdethbihny Siti ebsncisTiknhedadathde ln ckbhtey 292, 000 54, 000 
in ie ade necidnibbennsdiawine ke plewiininns ae i aE 296, 000 54, 000 
I i ercaiins 6 cecteh a tos iatoeclan tele A Wisin ma ogc absbandaaipegaeeie | 298, 000 54, 000 
Conn tnmasbenadsees Rinne anmehet man a lated 300, 000 | 54, 000 
March (estimated) - ----.-- pian eseuknbtseiadinees Seucetesvorseccnkaedodn 302, 000 55, 000 
BD MAGE RNDD 5.605 vena dnid dso enn sousaquauenbaoenabesy ’ sincoediall 304, 000 54, 000 
May (estimated) - - DE aha ced aotada abba sihekes amin : 306, 000 | 55, 000 
Oe, | dh cacetoaiai 5 aminaakiek ; ee 310, 000 | 54, 000 
ahs on er cide aba bocuhceeaconadun : 3, 547, 000 | 648, 000 








1 Included retroactive. 


The following table reflects total estimated expenditures for fiscal year 1959 
under the new law and source of funds: 


Estimated expenditures 








can saa emcee amiss anieat ac eeninieoeter mance aieeaeeaeee de $3, 547, 000 
PRE GG OFORSON TOs cick oad het dbeesmntideal 648, 000 
Medical expenses of policemen injured in line of duty__._._.____--_-_-__ 80, 000 
Int NIE ith ROU ial accents Sia esr lineipieeecoiabieibhgdaoe 40, 000 
Ore GRE SUUIRD OP TIR A hh as rs daca pecetwniegntnocotnapagmniausocemanen 2, 000 

Total estimated expenditures under Retirement Act, 1959_____ 4, 317, 000 


Provision of funds 
RIAD RUE: IUQPU BR tinh cnn edesinle os tapieeetion Aiieaacadg aed ben aiadomanbtentinae cae $3, 509, 000 
Supplemental requested as related to pay increases___.______-___-__ 424, 000 
Supplemental requested other than related to pay increases_______-~ 384, 000 





Total appropriation and supplemental requested, 1959__-_____ 4, 317, 000 


Public Law 514, 84th Congress. provides that the Metropolitan Police force 
shall consist of not less than 2,500 officers and members. Congress appropriated 
just sufficient funds, based on costs at the time of the appropriation, to provide 
salaries and other items necessary to maintain this size force during fiscal year 
1959. Congress also stipulated that savings because of vacanies would be 
utilized to pay men for working on their days off in order to maintain equivalent 
full strength. The creation of any savings in personal services would require 
a reduction of force. This cannot be done because of the above provisions, 

Without these provisions, it would still be inadvisable to make any reduction 
of force because of the present crime situation in the District of Columbia. 

The funds appropriated for other objects covers utilities, printing, meals for 
prisoners, gasoline, fuel, uniforms, repairs to vehicles, and other items absolutely 
essential for normal operation. The amount to be spent for these items is gov- 
erned by need rather than choice; therefore, no reduction can be made without 
impairing operations in the prevention and detection of crime. In addition to 
the increases requested in this supplemental, this department must absorb 
approximately $51,000 in increases in other objects during fiscal year 1959. 
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Mr. Tuomas. Gentlemen, who will make this presentation M 
Mr. Fowrrer. Mr. Chairman, Mr. Covell is representing the Chief, | the 
and will justify the item. dete 
Mr. Tuomas. Yes; I have talked with Mr. Covell over the tele- M 
phone two or three times. Wo 
Off the record. M 
(Discussion off the record.) M 
of t 
SALARY INCREASES N 
N 
Mr. Tuomas. You have a salary increase of $2,232,800, do you not? | det 
Mr. Covet. Yes, sir. | h 
Mr. Tuomas. Your retirement benefits amount to $384,000. With h 
reference to the total salary increases of $2,232,800, your justification wh 
states: mo 
Of this amount, $68,000 is needed for salary increases granted classified mu 
employees as a result of Public Law 85-462, $2,149,000 for salary increases ] 
granted the uniform force as a result of Public Law 85-584, $11,000 is for sti] 
wage board increases approved by the Commissioners effective May 8, 1958, 
and $4,800 for wage board increases effective January 14, 1959. en 
This is all wage board and salary increases under the law. tt 
Is there any guesswork in this request ? a 
Mr. Covet. No, sir. z 
Mr. Tuomas. Have you absorbed any of it ? | oe 
Mr. Coveti. No, sir. | 
Mr. Tomas. Is this your total figure ? f] 
Mr. Covet. Yes, sir. E 
Mr. Tuomas. How many unfilled jobs do you have? - 
Mr. Covetx. To date, or on the 9th day of March, we will have 
14, of which 10 will be military. v 
PERSONNEL STRENGTH OF THE POLICE 
Mr. Tuomas. What has been the picture for the first 7 months? I 
note it has been increasing. 0 
Mr. Coven. It has been increasing since the pay increase. When 
we got the pay increase we were able to fill our vacancies from that 
time on. S 
Mr. Tuomas. What is the total employment in the Department 
of authorized positions? r 
Mr. Coven, 2,508. | 
Mr. Tomas. How many vacancies did you have as of January 1? 
Mr. Covety. I would say we had about 95 or 100; I am not sure ; 
of that. 
Mr. Tuomas. You mean you run that close to your limit all the 
time ? | 
Mr. Covey. No, sir. 


Mr. Tuomas. We will give you a medal if you do. You are bet- 
ter than anyone I know of. We cannot make any money off you if 
you are running that close. You are sure you are not anticipating 
me:are you? 

Mr. Covet. No, sir; I will try not. 

Mr. Tuomas. How many uniformed policemen do you have now? 
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Mr. Covetu. I would say, roughly, about 1,800 or 1,900; that is, 
the uniformed men. I am not talking about your officers and your 
detectives. 

Mr. Tuomas. How many officers and detectives do you have? 
Would that number be around 150? 

Mr. Coveti. No; around 600, or over 600. 

Mr. Aperuour. We have a total of 2,458 policemen on the rolls as 
of today. 

Mr. Tomas. 2,458? 

Mr. Aperuott. Yes, sir. That includes uniformed men, officers, 
detectives, and everyone. 

Mr. Tuomas. It includes everyone in the Department? 

Mr. Apverno.t, Yes, sir. Then that leaves us 50 vacancies, 10 of 
which are military vacancies. So we actually have 40 vacancies, and 
most of those will be filled by March 9. We have been carrying as 
much as 100 vacancies during some parts of this year. 

However, when we received our appropriation for 1959 Congress 
stipulated that savings because of vacancies wold be utilized to pay 
men for working on their days off in order to maintain equivalent 
full strength. So, because of that, we could not create any savings. 
It was stipulated that we use that money to put the men on the street 
and to keep as near the equivalent of full strength as we could by 
voluntarily working men on their days off. 

Mr. Toomas. What you are saying is this: When you had a vacancy, 
instead of putting someone in that vacancy or using that money to 
fill that job, you took that money which had accrued by virtue of the 
vacancy and paid it to the men on the force for work on their day off ? 

Mr. Covett. On the sixth day. 

Mr. Anernoit. However, we exerted every effort to recruit. 

We only used the working off days and overtime as a stopgap measure. 


RETIREMENT BENEFITS 


Mr. Tuomas. What about your retirement benefits in the amount 
of $384,000? 

I believe that is entitled “Policemen’s pension and relief.” 

What is your pension based on? What is your formula in a few 
short. words? 

Mr. Apernoit. There is hardly a sound formula to determine the 
rate of increase, or the amount of money that is needed for police 
pensions. 

Mr. Tuomas. What will be your cost for police pensions this year, 
and what will be your total cost for the Department this year, includ- 
ing your supplemental estimate ? 

Mr. Avernort. The total cost under our pension plan for 1959 we 
estimate to be $4,317,000. 

Mr. Tuomas. And you will need a supplemental here for $384,000? 

Mr. Aprernorr. Yes, sir. 

Mr. Tuomas. What is the total cost to the Police Department for 
fiscal 1959 including your supplemental ? 

Mr. Apernoir. The total cost including the supplement would be 
$21,076,800. 


37458—539——_ 56 
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OTHER OBJECTS 


Mr. Tuomas. $21,077,800 is to take care of 2,508 people plus your 
“Other objects.” Are the “Other objects” charged to this appropri- 
ation ? 

Mr. ApverHott. No, sir; except those other objects that—— 

Mr. Tuomas. What about your Traffic Department ? 

Mr. Aperuotr. There are no other objects except those that are 
directly connected with the pay increases such as insurance and dona- 
tions, or contributions to the civil service retirement fund, but there 
is nothing in here in other operational costs. 

Mr. Tuomas. This $21,077,800 does not give one a true picture be- 
cause you have another $250,000 or $300,000 charged up to the Traffic 
Department for automobiles, gas, maintenance and operations, or is 
that figure $500,000 ? 

Mr. ApERHOLT. No, sir; everything that we spend is within our ap- 
propriation. 

Mr. Tuomas. When I said “salaries and other objects” your answer 
is “yes.” Then this includes it all ? 

Mr. Aperuotrt. This takes care of our entire operation—this one 
supplemental. There will be no more. 

Mr. Tuomas. $21,077,800? 

Mr. ADERHOLT. Yes, sir. 


RETIREMENT BENEFITS 


Mr. Tuomas. In August your pensions were $201,000 and in Feb- 
ruary—we are talking “about 19: 58—they were $226,000, and in May 
$239, 000, and the amount of pensions goes up as the Department in- 
creases in number and, perhaps, the benefits increase, too? 

Mr. Covett. As a man’s salary goes up, the benefits go up. 

Mr. Tiiomas. What is the average pension now? 

Mr. Aperuoit. The average pension under the new law? 

Mr. Tuomas. Yes; for uniformed policemen and the officers. Please 
give us two or three examples of it. 

Mr. Apernott. All I have is one average, and this is for everyone 
who has retired under the new law for the present, but I can furnish 
a correct figure for the record. 

Mr. Tuomas. Please give us your average. 

Mr. Apernour. Under the ‘old law the average retirement was 
$3,290 per annum, while under the new law the average retirement is 
$4,446 per annum, or a difference of $1,156. 

Mr. Tuomas. Is there any contribution to the system by the officers, 
or is it all paid for by the District ? 

Mr. Averuott. No, sir; the officers contribute 6.5 percent. 

Commissioner Mc LAUGHLIN. Mr. Chairman, there is no fund for 
this retirement ; that is, the officers contribute 6.5 percent, but we have 
to make up from our appropriation the remainder of the amount. 

Mr. Tuomas. How long has that been going on? 

Commissioner McLavucuirn. It has been that way for decades. 

Mr. Lowe. It has been that way since it was started. 

Mr. Tuomas. I thought, perhaps, you might have a retirement fund 
and you were not keeping up with it, and you moved in and got the 
retirement fund. 

Commissioner McLaucuurn. It has always been that way. 
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| Mr. Lowe. It has been probably referred to through the years as a 
fund, but there never has been an actuarily established fund. 


ae | Mr. Tuomas. If you ask this committee for a little unsolicited free 
P advice, do not ever start one. 
Off the record. 
(Discussion off the record.) 
om Thank you very much, gentlemen. 
ona- 
here | 
| Wepnespay, Marca 4, 1958. 
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1959 present tly| 1959 revised | 1959 increase 
| available estimate 
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. | Program by activities: 
’ eb- ara = 2 a euseininaitisdiedinnadeiainaielan $352, 000 $356, 290 $4, 290 
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7. Firemen’s pensions and relief. _...........-............. 2, 402, 000 2, 568, 000 166, 000 
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NE III, «5 ccc cine eaaea abana tina eau 9, 154, 624 | 10, 354, 924 1, 200, 300 
ase Financing: 1959 appropriation available in 1958_-...........-- 32, 376 | BA SFO lL nonuccateanod 
Now obbientionsl Gmtherity . . « ....cccnnticncecsnnsecedecs 9, 187,000 | 10,387,300 | 1, 200, 300 
one ee 
lish Object classification 
1959 presently} 1959 revised | 1959 increase 
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ars Average number of all employees_-.-._--.--.----. pace dolaicentnital 1,171 O78 hat ee 
a Number of employees at end of year....-....-...--..-------. 1,179 Rp Bt Sie tcc 
01 Personal services: 
Permanent her th Is inched dhcicsioeniaiin wseiitbilninenablatnapacaligeaicagtape $7, 056, 956 $7, 065, 339 $8, 383 
for Positions other than permanent_.__.............-.--- 62, 704 Oh a reiiatnNiet tet 
Other.__ dwcimtnndaiijnas uttipmdammmaeen tin 184, 102 py RR RE a 
ave Scenes - eae 
TORRE WRUSOUA SURTIONE,..n. occ ceidctesivnncetnccgna 7, 303, 762 7, 312, 144 8, 383 
02 Travel ee nipn ennteeactmeass 270 I hcl iccrsetcenes 
04 Communicatin services__...---_------ bévndiahtmalinsiches 3, 551 2. 7 eee 
05 Rents and utility services._- ‘ait iy ea ciieaatantin 28, 346 28, 346 
06 Printing and reproduction-_-.-_- oo x bie atic sangre 2, 330 2, 330 
OT CRE CORO OE TINE GET WHI is wo ob hn eee cc ttecnacecedccccce 64, 589 64, 589 
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Mr. Tuomas. The next item for the consideration of the commit- 
tee is the request by the Fire Department of the District of Columbia 
for additional operating expenses in the amount of $1,200,300.. The 
salary increases amount to $1,029,300 and the retirement benefits 
amount to $171,000. 

At this point in the record we will insert the white sheets of the 
justifications. 

(The pages referred to follow :) 


FIRE DEPARTMENT 
Operating expenses 
For an additional amount, fiscal year 1959, “Fire Department”____ $1, 200, 300 


Salary increases, $1,029,300.—Of this amount $20,000 is needed for salary in- 
creases granted classified employees as a result of Public Law &5—462, $995,000 
for salaries granted the unifo m force as a result of Public Law 85-584. $10,000 
is for wage-board increases approved by the Commissioners effective May 8, 
1958, and $4,300 effective January 14, 1959. 

Retirement benefits, $171,000.—Public Law 85-157, approved August 21, 1957, 
increased the maximum amount of retirement pay for firemen, lowered the re- 
tirement age and increased relief payments to widows and orphans. This has 
caused an unprecedented number of retirements and necessitates request for 
additional funds. Through the month of January 1959 there were 38 members 
who have retired in fiscal 1959, which netted against the deceased retirees, has 
increased the number of retired members to a total of 578 or a net increase of 12 
since July 1, 1958. It is anticipated that there will be a total increase for fiscal 
1959 of 24 additional reti:ees and the estimated costs are as follows: 

Estimated additional cost of firemen’s pensions and relief for fiscal year 1959 


| 





| Retired members Widows and children 
Month - ae aa Total 
| Number Amount | Number | Amount 
July___- eid, PES 566 $150, 832. 11 235 $29, 811.38 | $180, 643. 49 
Aucust_-__- an ‘ . coat 566 173, 872. 98 234 29, 603.05 | 203, 476. 03 
September dic : pabaacel 569 | 1 196, 263, 42 234 29, 715. 56 | 25, 978. 8 
October. .....- aa bait 571 | 175, 468.3 234 29. 553. 05 205, 021. 37 
November 77 180, 767. 92 232 | 30, 215. 55 210, °R3, 47 
December - IBF cm dten ade 77 178, 875, 77 239 | 30, 991. 22 | 209, 846, 99 
January -.-.-- d Baas 578 180, 600. 37 239 | 30, 861. 78 | 211, 482, 15 
February __--- ; - 582 182, 838. 11 239 | 31, 500. 41 214, 338. 52 
March ae : ASA 185, 000. 0 239 31, 500.00 | 216, 500. 00 
eas, ara ey, 5R6 | 185, 000.00 | 239 | 31. 500.00 | 216, 500. 00 
Rak. . AOD 187, 000. OF 239 | 31. 600. OF 218, 600. 00 
Ss ec 590 187, 000. 00 238 | 31, 629. 00 218,429. 00 
TORAL. | nodbeusen sie crlngeeelalea Mdadahsetcol Ace NU, SEM Bic encnesa’ 368, 481. 00 2, 532, 000. 00 
Baieae ea sa 0 a 
1 Included retroactive. 
Estimated amount needed for fiscal year 1959_._._._._.____-_.________ $2, 532, 000. 00 
a cea acne si eniaccene hice sR sae NG tdi dak ncn Uarkanerdv anole ainta i 2, 100, 000. 00 
i a cel neem epenliasiahbbiasiiee 432, 000. 00 
Anticipated supplemental due to pay increases___..__.____.___.__-_ 261, 000. 00 
reenact a el 171, 000. 00 


Mr. Tuomas. We are pleased to have with us at this time Chief 
Millard H. Sutton of the Fire Department. 

Chief Sutton, what was the total cost for the Department for 1959, 
including your supplemental ? 

Mr. Surron. We estimate the total cost of salary increases at 
$1,029,300. The total cost of operating the Fire Department for 1959 
is estimated at $10,354,000 including this supplemental request. 

Mr. Tuomas. Chief, you have more stars here than anyone else. 
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Mr. Sutron. I have got them here, but I do not know whether I will 


get them upstairs. 


Mr. Tuomas. How many years of service have you had ? 

Mr. Surron. I came in in 1916 and today I have about 43 years of 
service. 

Mr. Tuomas. That is wonderful, and I congratulate you. 

Mr. Surron. Thank you, sir. 

Mr. Tuomas. Chief, what did the Pay Act cost you for fiscal year 
1959, including your supplemental, and what did your retirement 
benefits cost you for fiscal 1959 ? 

Mr. Surron. We estimate the total cost of salary increases at 
$1,029,300. 

Mr. Tuomas. Have you absorbed any ? 

Mr. Surron. Yes, sir; we have. 

Mr. Tuomas. How much? 

Mr. Surron. Approximately, I think, $5,000 worth. 

Mr. Tuomas. Your justifications state that $995,000 for salaries 
were granted the uniform force, as a result of Public Law 85-584, 
$10,000 is for wage board increases approved by the Commissioners 
effective May 8, 1958, and $4,300 effective January 14, 1959. 

What about your retirement benefits ? 

Mr. Surron. Well, Mr. Chairman, I guess it is about the same as 
that for the police. Under the new public law, of course, the salaries 
went up. 

Mr. Tuomas. What is the total employment in appropriated jobs 
for the Fire Department for 1959 ? 

Mr. Surron. 1,184, and that includes uniformed and civilians. 

Mr. Tuomas. It includes everything ? 

Mr. Sutton. Yes, sir. 

Mr. THomas. How many vacancies did you have, say, as of January 
lor February 1? 

Mr. Surron. We have about 20. 

Mr. Tuomas. You have no more than 20 vacancies out of that 
number ? 

Mr. Sutton. No, sir. 

Mr. Tuomas. Look again, chief. It could not have been 200; could 
it ? 

Mr. Surron. Well, I would have to be corrected, Mr. Chairman— 
about 25. You are looking at them right close, sir. 

Mr. Tuomas. What is the average pension which you pay to a 
fireman ? 

Mr. Surron. The old pensions which were paid prior to the new 
legislation averaged around $285 per month, and the new pensions 
average about $422 a month. 

Mr. Tuomas. Do they make a contribution the same as these police- 
men ¢ 

Mr. Surron. Yes, sir; they make a contribution of 6.5 percent. 

Mr. Tuomas. What amount does the District put in for these retire- 
ment benefits? The District must put in 10 percent? 

Mr. Lowe. It puts in closer to 22 percent of payroll, sir. 

Mr. THomas. What does it put in for the policemen ¢ 

Mr. Lowe. The same thing. They are all a part of the same retire- 
ment system under the Policemen’s and Firemen’s Retirement Act. 

Mr. Tuomas. Thank you very much, gentlemen. 
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Program and financing 
Bee 5, athe > “alee —— For 
1959, 1959, 1959, increase ti 
presently revised (+-) or de- 
available estimate crease (—) 8 
oe - / ‘in | +a 7 ee pay 
Program by activities: by t 
ee RII i a as cciamipmoo oe maspoetemns --| $46, 000 | $46, 000 |... Ms 8 
2. Custody and care of prisoners. -- . acl 3, 898, 000 | 3, 823, 000 | $75, 000 
3. Maintenance and operation of institutions. : 1, 044, 000 | 1, 084, 100 | +20, 100 app 
4. Support of District prisoners in Federal institutions 737, 000 | 810, 000 | +73, 000 the 
1959 program obligated in 1958_____- aialetepehtadontrwinanidlilesats —30, 286 | =O, 206 {....... — . 434 
Supplemental required for pay increases_................ —308, 000 |_........_. +-308,000 | per 
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01 Personal services E th 
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ON ea Sioacheke akin teh ica oul 178, 930 178, 930 : 
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SS Ee Le Raed ae eee ge ahs ee 468, 000 468, 000 7 
Total personal services..................-. 3, 243, 000 3, 187, 666 55, 334 of 
02 Travel_..... i a tiie nae 2, 697 2, 697 an 7 
04 Communication services______-__- intunchoousccomand 18, 889 18, S89 a 
05 Rents and utility services_........___- es Bi 78, 804 | 78, 804 i 
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Mr. Tuomas. The next item for the consideration of the committee 


is the request by the Department of Corrections for additional operat- p 
ing expenses in the amount of $326,100. 
I note the salary increases account for $253,100, and that the “Sup- 


port of District prisoners in Federal institutions” accounts for a 
73,000. 
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Mr. Fowrer. Mr. Chairman, Mr. Donald Clemmer is the director 
of our penal institutions, and he will make this presentation. 

Mr. Tuomas. We are glad to have you with us, Mr. Clemmer. 

At this point in the record we will insert the white page of the 
justifications having to do with this request. 

(The page referred to follows :) 


DEPARTMENT OF CORRECTIONS 


Operating expenses 


For an additional amount for fiscal year 1959, “Department of Correc- 

TNR nen ere $326, 100 

Salary inercases, $253,100.—Of this amount $246,000 is needed for classified 
pay increase due to Public Law 462 and $7,100 for wage-board increase approved 
by the Commissioners effective January 14, 1959. 

Support of District prisoners in Federal institutions, $73,000.—The current year 
appropriation provides $737,000 to reimburse the Federal Bureau of Prisons for 
the support of District prisoners confined in their institutions. An average of 
434 prisoners were confined in the Federal prisons in 1957 at an average daily 
per capita cost of $4.31 for a total of $681,000. In 1958, an average of 438 
prisoners were boarded in Federal institutions at an average cost of $4.66 per 
day for a total cost of $745,000. 

We now have received the account from the Federal Bureau of Prisons and 
the U.S. Public Health Service for District prisoners confined in their institutions 
for the first quarter of the current year. The total cost for the first quarter 
was $202,435 for the care of 454 prisoners at an average cost of $4.84 per day. 
The increases in the bills result principally from the general pay raise for the 
employees of the Federal institutions as well as an upgrading resulting from a 
reclassification of these same employees. On the basis of the first quarter’s 
experience, it is estimated that the additional $73,000 will be required to complete 
the current year. This sum cannot be absorbed within the funds presently 
available. 

Mr. Tuomas. Mr. Clemmer, where are you from, sir? 

Mr. Ciemmer. I am from Lorton, Va., of recent years, and before 
that I was from Chicago via Atlanta. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. You may proceed, Mr. Clemmer. 

Mr. Cremer. Mr. Chairman, our needs fall into two parts. One 
of them is in the amount of $253,100 for salary increases under Public 
Law 462 and two wage board items. 

I might say, and J am glad to say, we have already absorbed some 
$75,000, leaving a need of $253,100 but, Mr. Chairman, that is 
about—— 

Mr. Tuomas. I notice that in 1958 an average of 4388 prisoners 
were boarded in Federal institutions at an average cost of $4.60 per 
day for a total cost of $745,000? 

Mr. CLtemmer. Yes, sir. We exchange the care of prisoners with 
the Federal system. For example, we have some 540 Federal prisoners 
in our department now. 

Mr. Tuomas. Mr. Bennett was in here this morning, and told us 
the cost of taking care of Federal prisoners per day was how much? 

Mr. Ciemmer. I happen to know that it is $4.84 in the Federal 
prisons. That is his overall cost. 

Mr. Rooney. That is what he is charging you? 

Mr. Ciemmer. That is what we are paying. We are charging him 
about $3.47 per man per day. 
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At any rate, the anticipated number of District prisoners in Fed- 
eral institutions at the moment is some 41 more than we thought, and 
this is beyond our control. 

So, we do have a need of an additional $73,000 in this activity, 
which we call “activity 4,” to pay for our prisoners in the Federal 
system. 

Mr. THomas. When was this estimate made? 

Mr. Ciemmer. This is an up-to-date estimate, sir, within a week, 
No; this is as of January. I think, maybe, February will show—— 

Mr. Tuomas. It is anywhere » from 30 to 60 di om old? 

Mr. CLtemmer. Well, no, sir; as of the end of January. 

Mr. Tuomas. And does that figure look to be eed as of today? 

Mr. CLtemaer. I would not be at all surprised but what the Fed- 
eral costs are going up. 

Mr. THomas. I thought I was going to get into it. In other words, 
instead of knocking off $10,000, you may have to dd $5,000 2 

Mr. Ctemmer. We may have to come back later. 

Mr. Tuomas. What is your total Pay Act increase, and have you 
absorbed any of it ? 

Mr. CtemMer. We have absorbed $75,000 which is 22 percent of 
our total needs. 

Mr. THomas. You have absorbed how much of the pay increase? 

Mr. CLemmer. $75,000. 

Mr. THomas. Where did you get the money ¢ 

Mr. CLtemmer. We got it by holding some positions vacant, and by 
a late start on a particular activity. 

Mr. THomas. What was your total number of appropriated jobs 
for 1959? 

Mr. CLemMer. 670. 

Mr. THomas. And how many are on the rolls now? 

Mr. CLEMMER. 662. We have about eight vacancies. 

Mr. Tuomas. For the first 6 months you must have had less than 
600 on the rolls. 

Mr. CLtemmer. No. In addition to that we have held 14 positions 
vacant which we do not technically call vacancies in order to make 
up——- 

Mr. Tuomas. How much does that amount to dollarwise ? 

Mr. CLemmer. 14 jobs would be, roughly, about $75,000. 

Mr. THomas. Where is the rest of it coming from? 

Mr. Ciemmer. The rest of it is coming from—well, as I s: ay there 

yas one project for which we had $44,000 to handle this yea om we 
did not get started until almost midyear. 

Mr. THosras. For what was the $44,000? 

Mr. CLtemmer. That was for a unit called the Psychological Service 
Center, but we could not hire any psychologists until the y year was 
almost half over. 

Therefore, we saved around $22,000 there. 

Mr. Tuomas. Where did you save the other / 

Mr. CLemmer. Out of lapses. 

Mr. THomas. And, the total saving was what? 

Mr. Ciemmer. $75,000, 

This is also anticipated, Mr. Chairman, through June. We see, 
naturally, some turnover, and we would be able to save an additional 
amount through June. 
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Mr. Tuomas. Are you saving any out of “Other objects” here? 

Mr. CLemMeErR. Wec cannot, sir. 

Mr. Tuomas. Well, if you have done that well, Mr. Clemmer, and 
when we take a good man like you who has — as well as you have, 
you ought not to stop in the middle of the year. You have already 
saved $75,000 or $100,000 for the first 6 mont Why can you not 
absorb the rest of that this year? 

Mr. Ctemmer. Mr. Chairman, it is just too much. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Jonas. What are the jobs that you have not filled ? 

Mr. Cremer. Primarily correctional officers, sir, such as guards 
and custodial jobs. 

Mr. Jonas. Did you get along all right without them ? 

Mr. emMeEr. We did not get along very well. 

Mr. Jonas. Did you have any trouble ? 

Mr. Cc LeEMMER. Yes, we have had trouble; we certainly have. 

Mr. Jonas. Could you have prevented it with these extra guards? 

Mr. Cremer. I would think so, but I would not guarantee it. The 
prison business is a trouble business. 

Mr. Jonas. You have trouble when you have a full complement, 
do you not? 

Mr. CLtemmMer. Yes, sir; it can happen then, too. 

Mr. Tuomas. Mr. Clemmer, you are a gentleman and a scholar, and 
we are going to expect great things of you if we give you a little 
compliment here with one hand and a little reduction with the other. 

Mr. CLemmer. I am going to expect great things of you, Mr. Chair- 
man. 


Wepnespay, Marcu 4, 1959. 
DEPARTMENT OF PuBLIC WELFARE 
WITNESS 
GERARD M. SHEA, DIRECTOR 
OPERATING EXPENSES 


Program and financing 





Sass . | : 
1959 presently] 1959 revised 1959 increase 
|} available | estimate 


: ‘ | 

Program by activities: | | 
I lle phibasdl $239, 690 $240, 109 | $419 
2. Public assistance: | | | 


(a) Public assistance division_..................--__-]} 5, 770, 000 | 5, 903, 000 133, 000 

(b) Surplus food division .....~- Bay ~------------| 156, 984 | 159, 658 | 2, 674 

3. Child welfare division ---- A RS 2, 568, 690 2, 644, 109 | 75, 419 

4. District of Columbia welfare institutions.....-..---__.-| 2, 830, 549 | 2, 877, 226 | 46, 677 

5. Children’s center .._-- parecnonagl aa kath 4, 160, 087 4, 213, 098 | 53, O11 
1959 program obligated in 19: 58. An Lidisen. panes adeaiaeudne | —60, 724 IE NE anse asatek Berane 
Supplemental required for pay I alec minis 6006, CFO he wecanstain’s 586, 000 
i el ee 15, 079, 276 | 15, 976, 476 | 897, 200 
Financing: 1959 appropriation available in 1958_......__- --| 60, 724 PETE Licctoniscantedem 
New obligational authority ..............-....- : dae 15, 140, 000 16, 037, 200 | 897, 200 
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QO 


Object classification 


om 


|1959 presently] 1959 revised | 1959 increase 


ivailable estimate 
Total number of permanent positions 1,713 1,713 
Average n'mber of all employees 1, 602 1, 617 15 
Number of employees at end of year 1, 600 1. 600 
01 Personal services 
Permanent positions $6, 954, 357 $7, 051, 270 $96, 913 
Other personal services . 175, 623 175, 623 
Subtotal 7, 129, 980 7, 226, 893 96, 913 
Deduct portion paid from advances and reimbursi 
ments 425. 000 425, 000 
Total personal services_- 6, 704, 980 6, 801, 893 96, 913 
02 Travel 28, 721 28, 721 
03 Transportation of things ‘ 4, OM 
04 Communication services 56 5 
05 Rents and utility services__- 172, 571 172, 571 
06 Printing and reproduction. 4.817 4.817 
07 Other contractyal ser es 1, 539, 338 1, 614, 338 75, 000 
Services performed by other agencies__.- 66, 59 66, 595 
08 Supplies and materials_- 1, 464, 019 1, 464, 019 
09 Equipment 185, 214 185, 214 
11 Grants, subsidies and contributions 5, 590, 091 », 729, 378 139, 287 
Subtotal 15, 817 2 16, 128, 302 511, 200 
Deduct. quarts subsistence charge 91, 192 , 192 
1959 program obligated in 1958 60, 724 60, 724 
Supplemental required for pay increases , 586, 000 586, 000 
Total obligations ‘ 15, 079, 27¢ 15, 976, 47¢ 897, 200 





Mr. Tuomas. Gentlemen, the next item for the consideration of 
the committee is that entitled “Operating expenses for the Depart- 
ment of Public Welfare” in the amount of $897,200. 

At this point in the record we will insert the white sheet of the 
justifications. 

(The page referred to follows :) 
DEPARTMENT OF PUBLIC WELFARE 


Operating expenses 


For an additional amount, fiscal year 1959, “Department of Publie 
Welfare” . $897, 200 


Salary increases, $689,200.—Of this amount, $586,000 is needed for salary 
increases granted classified employees as a result of Public Law 85-462, $69,000 
is for wageboard increases approved by the Commissioners effective May 8, 1958 
and $34,200 for wageboard increases effective January 14, 1959. 

Child Welfare Division, $75,000.—It is requested that $75,000 be appropriated 
forthe Child Welfare Division to make funds available due to increased work- 
load “n the progranis for board and care, unmarried mothers, and the National 
Training School for Boys. 

As a result of a downward trend in the number of commitments to the Na- 
tional Training School for Boys when the 1959 budget was submitted, $100,000 
was deducted from the allotment for this purpose. Since May 1958 there has 
been a noticeable increase in the number of commitments and has resulted in 
increased costs as follows: 


3d quarter, 1958 


iE deieahaiiecmniniti daca dotci iste ekeiae ig bidcibnainaiestabaat nes ke oe ___.. $109, 000 
eR re ag eS ee ee eae er ee 
I ae ebtcthil a hitch Inline 137, 000 


It is estimated that the trend will require additional funds of $39,000 for 
this year. 

Expenditures for board and care and unmarried mothers for the first 5 
months of the year have exceeded the allotments by a rate which indicates a 
need for an additional $26,000 for board and care and $10,000 for unmarried 
mothers. 
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Public Assistance Division, $133,000.—It is requested that $133,000 be appro- 
priated for Public Assistance Division to make funds available of $110,000 
for assistance grants and $23,000 for burials. 

The public assistance caseloads have ne an average of 91 cases per 
month since the beginning of the fiscal yea Indications are that this trend 
will continue and an additional cousepiiation of $110,000 will be needed. Ex- 

nditures for burials for the first 5 months of this year have exceeded the 
allotments by a rate which indicates a need for an additional $23,000 for burials 
of indigent residents of the District of Columbia. 

Mr. Tuomas. We are glad to have with us at this time Mr. Girard 
M. Shea, who is the Director of the Department of Public Welfare. 

Mr. Suea. Thank you, Mr. Chairman. 

Mr. Tuomas. This total request is in the amount of $897,200, and 
is mé ade up of salary increases, $689,200, and “Child Welfare Divi- 
sion,” $75,000. 

Your justifications state as follows: 

As a result of a downward trend in the number of commitments to the 
National Training School for Boys when the 1959 budget was submitted, $100,000 
was deducted from the allotment for this purpose. Since May 1958 there has 
been a noticeable increase in the number of gry and has resulted in 
increased costs as follows: Third quarter, 1958, $109,000; fourth quarter, 1958, 
$126,000 ; first quarter, 1959, $137,000. 

This runs into money ; does it not? 

Mr. Suea. It certainly does, sir. 

Mr. Tuomas. What about your salary increase of $689,200? What 
was your total amount appropriated to the Department of Welfare? 

How many jobs did you have appropriated for in 1959? 

Mr. Suea. The total amount of money appropriated from local 

money to Public Welfare in fiscal 1959 was $15,190,000. 

Mr. Tuomas. How many jobs? 

Mr. Srea. 1,713 positions were authorized. 

Mr. Tuomas. That is an unusual number; is it not? How many 
unfilled jobs did you have, say, as of January or February 1? 

Mr. Suea. As of February 10, 1959, there were 73 unfilled jobs. 

Mr. Tuomas. How much of your pay increase have you absorbed ? 

Mr. Sura. Unfortunately, sir, we will not be able to absorb any, for 
two reasons: We have one institution for dependent children which is 
running some 100 beyond capacity, and our public assistance care load 
is rising on an average of 150 to 200 cases a month. 

On the first day of July we had 10,110 cases on public assistance 
which includes all categories, and on February 20, 1959, we had 10,944 
cases. 

Mr. Tuomas. Your justifications further state as follows— 

It is requested that $75,000 be appropriated for the Child Welfare Division 
to make funds available due to increased workload in the programs for board 
and care, unmarried mothers, and the National Training School for Boys. 

Off the record. 

(Discussion off the record.) 

Mr. Trromas. You further state as follows— 

Expenditures for board and care and unmarried mothers for the first 5 
months of the year have exceeded the allotments by a rate which indicates a 
need for an additional $26,000 for board and care, and $10,000 for unmarried 
mothers. 

Off the record. 

(Discussion off the record. ) 

Mr. Tuomas. I thank you very much for your presentation, Mr. 
Shea. 

Mr. Suea. Thank you, Mr. Chairman. 
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Wepnespay, Marcu 4, 1959, 
JUDGMENTS, CLAIms, AND Private Reimer Acts 


WITNESSES 
HON. ROBERT E. McLAUGHLIN, PRESIDENT, BOARD OF COMMIs. 
SIONERS 


CHESTER H. GRAY, CORPORATION COUNSEL, WASHINGTON, D.C. 


SCHUYLER LOWE, DIRECTOR, DEPARTMENT OF GENERAL 
ADMINISTRATION 


WALTER L. FOWLER, BUDGET OFFICER 


Program and financing 





| 


epterecgeaapesyhaninienime 
1959 presently) 1959 revised | 1959 increase 
available estimate 











Program by activities: Settlement of claims and judgments | 
ene fn Steer etek is. i TY Tee $27, 981 $78, 397 | $50, 416 
Financing: Appropriation (new obligationa] authority) ...._--} 27,981 | 78, 397 | 50, 416 

Object classification 

| | 
1959 presently} 1959 revised 1959 increase 

| availabk | estimate | 
a gens esi necsenaeapeionsenicerggsssaos \— | | — 
13 Refunds, awards and indemnities..__..--- | $27, 981 $78, 397 $50, 416 





Mr, Tuomas. The next matter for the consideration of the commit- 
tee involves the request in connection with the items entitled “Judg- 
ments and Settlement of Claims,” as well as audited claims. 

At this point in the record we will insert the white sheets of the 
justifications. 

(The pages referred to follow:) 


SETTLEMENT OF CLAIMS AND SUITS 


For the payment of claims in excess of $250, approved by the Commissioners 
in accordance with the provisions of the act of February 11, 1929, as amended 
(45 Stat. 1160; 46 Stat. 500; 65 Stat. 131), $20,197. 

The District of Columbia Appropriation Act, 1959, under the head of “Office of 
Corporation Counsel,” included the amount of $10,000 for the settlement of 
claims not in excess of $250 each, when approved by the Commissioners in accord- 
ance with the act of February 11, 1929, as amended. 
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59. The accompanying estimate of appropriation of $20,197 is submitted in order 
to pay claims under the Act of February 11, 1929, as amended, 45 Stat. 1160; 
46 Stat. 500; 65 Stat. 131 which are in excess of $250 each, as follows: 


ee Cee eens ce 



































Claimant Nature of claim Amount of Amonnt of 
claim or suit | settlement 
(MIs. —— _ _ fone so achatlag 
George Headrick........] Personal injuries (fracture of right hip, laceration $1, 478. 00 $700. 00 
Ne to forehead, and contusions to right leg) as the 
ome result of walking into Fire Department ambu- 
ERAL . lance at 6th and F Sts. NW., on Oct. 1, 1957. 
Dr. Bruno E. Werner...| Property damage to 1955 Chrysler sedan when 386. 82 386. 82 
struck by a Fire Department car on Connecticut. 
Ave. near intersection of Van Ness St. NW., on | 
Feb. 10, 1958. | 
Industrial Insurance Co. | Property damage to insured’s parked automobile | 466. 41 466. 41 
(Eugene E. McCaleb). struck by Division of Sanitation truck near the 
intersection of Mt. Olivet Rd. and Trinidad 
Ave. NE., on Feb. 16, 95. 
To Motors Insurance Co. | Property damage to insured’s automobile when | 284. 34 284. 34 
ncrease (Geraldine F. Henry).| struck by a Div ision of Sunitation truck in front 
; of 4208 42d Pl. NW., on July 24, 195. 
Louise D. Washington Pro;erty damage to 1955 Pontiac sedan when | 327. 54 | 327. 54 
—— struck by Department of Sanitary Engineering | 
truck at tle intersection of First and E Sts., | 
Fn | NW., on July 24, 1956. 
$50, 416 Moses H. and Ora D. | Personal injuries (back injury to Mr. Queen and (! 1, 500. 00 
Queen. |} neck and back injury to Mrs. Queen) sustained | 
50, 416 } | 
when t'e car in which tley were riding was | 
——w struck from the rear by a Departrrent of Sani- | 
tary Engineering truck at tle intersection of | 
First and E Sts. NW., on July 24, 1956. 
——. Georgetown Realty & | Personal injury and property damage (severe | 
i Insurance Co, sprain of right ankle and foot and contusions) | 
\crease (Eunice M. Ennis). as the result of a collision with Police Depart- | 
\ ment scout car at intersection of First St. and | 
i Missouri Ave. NW., on Aug. 19, 1957: 
ia Insurance Co 4 . ba eed aJonean 449. 51 | 449.5 
$50, 416 Ennis. omundccwes wind wait atenew de - 543. 00 aoa 
Total > Peale Si pied ek Bh Bee ass 992. 51 
. Mrs. Rosalyn Corso....}| Persona) injuries (sprain of dorso lumbar spine, | 25, 000. 00 2, 000. 00 
IM 1t- knee, mild concussion, and contusion of anterior | | 
rib cage) as the result of a fall over exposed end | 
udg- of a temporary asphalt sidewalk on the sout 
side of Texas Ave. SE., near its intersection with 
, Ridge Rd. SE., on Mar. 23, 1956. | 
the Mrs. Rose Kullen.......| Personal injuries (Colles fracture of left wrist, 3, 000. 00 450. 00 
abrasions and contusions of both knees) as the 
result of a fall on the public sidewalk in front of | 
6420 14th St. NW., on Oct. 16, 1956 | 
Government Em- | Property damage to Yorkonis automobile while 364. 60 364. 60 
ployees Insurance Co. parked in the 3700 block of Nichols Ave., SE., | 
on Dec. 5, 1955, when struck by a tractor-trailer 
assigned to the Sanitation Division 
ners Susan Berlin....--.....- Personal injuries (transverse laceration across | 3, 000. 00 | 1, 000. 00 
nded bridge of nose) when her head went through the | | 
windshield while riding as a passenger in her | | 
husband's car, which car struck an exposed | 
ce of manhole in the 5200 block of llth St., NE., on 
Mar. 28, 1954 | 
it of LeRoy E. Peter....---- Property damage to 1949 Cadillac sedan as the 297. 39 297. 39 
cord- result of a collision with a truck assigned to the | 
Electrical Division at the intersection of South 
Dakota Ave. and kennedy St., NE., on June 28, 
1957, 
Severina Tuttle........- Personal injuries (left chest wall and left breast 750. 00 | 500. 00 
as the result of a fall in the tree space at 26th and } 
P St. NW., on Dec. 1, 1956. | 
Wilbert Brown and | Personal injuries (laceration to Mr. Brown’s nose, 
Haywood Broom. right elbow, shoulder, and back, and sprain of 
left ankle, bruises, and lacerations to Mr 
Broom) and property damage to Mr. Broom’s 
car when it struck a water-filled depression in 
the roadway in the 1800 block of Corcoran St. 
NE., on Sept. 6, 1955: 
Brown..--- Se dacbumopvssnsps . . 25, 000. 00 1, 800. 00 
a ee bina di 10, 000. 00 1, 000. 00 
Total. -_-.-. = d lo eathuakeda 4 2, 800. 00 
All American Insurance | Propeity damage to insured’s Pontiac sedan when | 251. 73 251.73 
Co. (Alonzo Banks). struck by Sanitation Division trash truck on 
South Dakota Ave. and Riggs Rd., NE., on | 
Jan. 9, 1956. 
1 Unstated, 























i > | for r 

Claimant Nature of claim | Amount of | Amonnt of | July 

claim or suit settlement , 
— —_—_—— = A - ees — sai : eat Oper 
Travelers Insurance Co.| Property damage to insured’s automobile when $721. 57 | $621, 57 Com| 
(Haley’s Motor Co.). | struck by Police Patiol car at New Jersey Ave. | : Oper 
| and K St. SE., on June 14, 1957. | Oper 

Mrs. Mary C, Hill ..| Personal] injuries (cuts over right eye, bruises on 2, 500. 00 500. 0 


shoulder, hip, and lez) as the result of fall on 
Sidewalk on 18th St. NW., north of New York 
Ave., on May 4, 1957. 


~ 





Edwin 8S. Sullivan_.....| Personal injuries (sprain of cervical spine) and 2, 500. 00 , 350. 00 M 
property damage to 1954 Chevrolet station ‘he 
|} wagon as a result of collision with a trac tor- ( At 
trailer truck assigned to the Department of | | Col 
Corrections on the 14th St. Bridge, on Mar. 29, | I 
1956. 
James T. and Helen C. | Personal injuries to Mr. Fidsness (broken right 10, 000. 00 1, 500. © I 
Eidsness. leg) and claim by Mrs. Eidsness for loss of con- 
sortium as the result of male plaintiff falling on N 
a defective and icy sidewalk in the 2500 block of 
G St. NW., on Jan. 27, 1956. | N 
Emma Lawson-_-_......| Personal injuries (cereb:al concussion and multi- 25, 000. 00 | 1, 750. 00 h 
pie inju-ies) as the resnit of a fall on raised place * 
in the sidewalk in front of 407 8th St., NE., on } h 
June 14, 1956. 7 
Ella Shapiro-_- ..| Personal injuries (badly scraped instep) received 300. 00 300. 00 In | 
as result of fall on manhole cover at 18th and I \ 
Sts. SE., on Nov. 14, 1957. | . 
Government Employ- | Personal injury to Mamie Jenkins (pain and suffer- } 
ees Insurance Co, and ing which resulted in miscarriage), and property yo 
Mamie Jenkin damage to automobile of Brunsdon, as the result es 
of a collision with a Department of Highway : 
and Traffic truck at Alabama Ave. and 38tl to 
SE., on July 18, 1957 | ' 
Government Employees 315.00 | 315.0 | 
Jenkins ne on anti - 3, 000. 00 | 722, 0 | 
IE ie ata oe bee Ve 1, 037.68 } 
Delano Reginald Hall...| Property damage to 1954 Mercury sedan when 432. 99 432. 99 
struck by Department of Sanitary Engineering 
| dump truck at 5th and H Sts. NW., on Oct. 1, 
| 1958 | 
= | 
| I Sa cia i eine am eal Sk tae ia picinels oie 19, 813, 5 
| 3 Pes las 
JUDGMENTS 


For the payment of final judgments rendered against the District of Columbia, 
as set forth in House Document No. 58 (86th Cong.), $30,219, together with such 
further sums as may be necessary to pay the interest at not exceeding 4 percent 
per annum on such judgments, as provided by law, from the date the same became 
due until the date of payment. 








se 
Amount of Costs Total 
judgment | 
Robert H. Jones vy. District of Columbia___..._.-- f $5,000 |... $5, 000 
Annie F. Campbell v. District of Columbia... -.-.-. Deiiiahiphin nade on DMD Ieanucincace 15, 000 
The Brookings Institution ee eee eee eee, ROS eee ke he $107 107 
District .f Columbia v. Karsusky, et al gee oessecaccs idade 81 81 
Dennett vy. District of Columbia_.......-- ee a ig 10, 000 31 10, 031 
PE cad ntiican dcdcdc esas Dt dade habe dtcted ee 30, 000 | 219 30, 219 
AUDITED CLAIMS 
For an additional amount for the payment of claims, certified to be due by 
the accounting officers of the District of Columbia, under appropriations the Cc 
balances of which have been exhausted or credited to the general or special £ 


funds of the District of Columbia as provided by law (D.C. Code, title 47, 
sec. 130a), being for the service of the fiscal year 1958 and prior fiscal years, 
as set forth in House Document No. 58 (86th Cong.), $147,484, together with c 
such further sums as may be necessary to pay the interest on audited claims 
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for refunds at not exceeding 4 percent per annum as provided by law (act of 
July 10, 1952, 66 Stat. 546, sec. 14d). 





Operating expenses, National A I a sp ncrnas amcor $213. 85 
Compensation and retirement fund expenses, 1957_----------------- 52, 713. 75 
Operating expenses, Recreation Department, Riileacktusiatanutnpiadieneameaieine 163. 72 
Operating expenses, courts, 1958_.-~----------------------------- 94, 391. 90 

I eects helenae senna spr cnet cractiiaccnac pan iniialiaawmnsiannhib le 147, 483. 22 


Mr. Tuomas. We are pleased to have with us at this time Mr. 
Chester H. Gray, who is the Corporation Counsel for the District of 
Columbia. 

I note you have judgments here in the amount of $30,219. 

Does that figure represent the total judgments against the District? 

Mr. Lowe. Yes, sir ; that is the total for judgments. 

Mr. Tuomas. What about the claims? 

Mr. Fowter. $147,483.22 for claims. 

Mr. Tuomas. You have $19,813.58 listed as the amount of settlement. 
In other words, you have already settled these ? 

Mr. Fow er. Yes, sir. 

Mr. Tuomas. And you are looking for reimbursement? You want 
your — y back; is that it ? 

’ Mr. Gray. No,sir. Weare asking for an appropriation with which 
to satisfy the judgments. 

Mr. ‘THomaAs. What is the total amount of money involved here? 

Mr. Gray. $30,000. 

Mr. Tuomas. Where is that figure, please, sir ? 

Mr. Gray. $30,219. 

Mr. Tuomas. Will you please put your finger on it? . 

Commissioner McLavueuurn. It is on the last page in next to the 
last table. 

Mr. Tuomas. What is the nature of these claims ? 

Mr. Gray. These were suits against the District. 

Mr. Tomas. You mean that is $30,219? 

Mr. Gray. Yes, sir. 

Mr. Tuomas. And that is the sum total ? 

Mr. Gray. No, sir; that is not the sum total. We are also asking 
for $20,197 with which to settle claims which have been approved for 
settlement by the Commissioners. 

Mr. Tuomas. How much is that ? 

Mr. Gray. $20,197. 

Mr. Tuomas. What is your next item? 

Mr. Gray. That is all. 

Mr. Tuomas. To what amount does it add up? 

Mr. Lowe. The total of those two? $50,416. 

Mr. Tuomas. Plus your audited claims? 

Mr. Fowter. $147,000. 

Mr. Tuomas. All of these items add up to $147,483 ? 

Mr. Fow.rr. No; the grand total for this group that we have dis- 
cussed would be $197,000. You see, $50,000 covered the first two cate- 
gories, and then this is in addition to that. 

Mr. Tuomas. Do you not have one sheet here where we could put 
our hands on it? 

Mr. Lowr. We will give you such a sheet, sir. 

Mr. Tuomas. But, that will not help us now. 

Mr. Lowe. I am sorry, sir. 
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(The information referred to follows:) 


Miscellaneous 








users. OF ClRIIOS B00 SUA eens ind aici sie tain $20, 197 
IE asec camsineercinrarncecoenenionrngtih nlenap tsb ehh taicktetleplo vobiateh dad chink de sick est -- 380,219 
a oo cieentvtineani 50, 416 
a casiesieiainiNetaardshsesbecacunnmnceennimeenieb 147, 484 
NN nee ne ee aedeanhce emir ent apatnsansees nic ippianengs nit 197, 900 


FISCAL DATA, 1958 AND 1959 


Mr. JensEN. Mr. Commissioner, I would like to have placed in the 
record the total revenues for the District of Columbia derived from 
the different sources, and then your expenditures. 

Now you do not have to go into the minutest detail, but I think the 
record should show for public information and for the information of 
this committee for the fiscal year 1958 such information as well as the 
millage levied on property. Will you put that information in the 
record ? 

Commissioner McLAuGuitin. Yes, sir. 

Mr. Jensen. Show the picture as best you can. 

Commissioner McLAuGHLIN. Yes, sir. 

Mr, JENSEN. Not in too long a statement, but show the fiscal picture 
of the District of Columbia as best you can. 

Do you know what I mean ? 

Commissioner McLAuGniin. Yes, sir. 

(The information referred to follows:) 


DIsTRICT OF COLUMBIA 


Summary of the financial status for fiscal year 1958 by funds 


Sanitary Motor- 
General |Hicghway| Water sewart vehicle Total 
fund fund fund works parking 
fund fund 
Unappropriated surplus at beginning 
oo Pets diduiidwot nok $8, 524, 792\$1, 218,420) $270, 675 $327, 608)$1, 475, 449/$11, 816, 944 
Unoblic i balance of prior year ap- | | 
Saaabetion s released to surp!us. _- 1, 468, 784 410, 622 292, 929 23, 181 158, 468; 2 3, O84 
Revenue including Feder d payment j 
: | 
and Federal loans) (see supportit 
TI nn ....| 164, 745, 314/20, 896, 661] 9, 329,192] 5,983,347! 638, 327/201, 592, 839 
Total availability................ 174, 738, 890/22, 525, 703] 9, 842, 796) 6, 334, 136] 2, 272, 242/2 63, 7A7 
Obligations (funds required) (see sup- 
porting staterrent 5B 166, 556, 269/23, 097, 911) 9, 257, 15 3| 6, 042, 068) 438, 135) 205, 392, 536 
Unoblicated balance of : appr ropriat ions | 
not yet released to surp! steeper 1321, 702} 237,679) 3153, 402) 4106, 000] 5170, 2¢ 789, 048 
Total appropriations available | 
POr ERO. c 5 occ cccccnewcs 166, 877, 971/23, 135, 590) 9, 410, 555) 6, 149, 088) 608, 400/206, 181, 584 
| 
\ ze; fi fini , 7, 
Unappropriated surplus at end | | | | 
i ea ill j 7, 860, 919) —609, 887 482, 241 185, 048 1. 663, 842} 9, 582, 183 
. | 


1 This amount is the balance remaining after absorbing $4,802,330 retroactive pay increase 
2 This amount is the balance remaining after absorbing $274,: 30 retroactive pay increases. 
2 This amount is the balance remaining after absorbing ) retroactive pay in reases 

4 This ammount is the balance retraining after absorbing 7 retroactive pay increases. 
$ 

6 






This amount is the balance remaining efter absorbing $2,449 retroactive pay increases 
Denotes excess of funds required over available funds does not invclve an excess of « xpenditure, 


Reven 


Gas 
Moi 
Mo’ 
Int 
Pa 
Tre 


Wa 
Ws 
Pa 
Int 
Mi 
Fe 
Tr 


0, 197 
0, 219 


0, 416 
45 484 


2 


1 the 
from 


< the 
om of 
s the 
i. the 


‘ture 


316, O44 
353, 984 


502, 839 


763, 787 


392, 536 
789, 048 


iS1, 584 


582, 183 


895 


Supporting statement A—Revenues, by funds, fiscal year 195 


GENERAL FUND 
Revenue : 
Taxes: 
Property taxes: 
Realty ($2.30 per $100 of assessed valuation) ._~_ 
Personal tangible ($2 per $100 of market value) 
Motor vehicle registration 


UDOOTRL. DOODOCCT CO TOG... ocsncimmmsmmmninicaningall 

Sales and gross receipts: 
OE CN istics iiakiticttnia ieee laaasaiiaaiienaa 
OIE ccnintainis steiner tae sires Seales 
on crac caticereiet tines seenrdniertacsiiiapiecensinibioe isehudiiniaiaveiniaiaieibiata aia 
BREUSORNS> o0.0n0n45eceaccnceecssseetse5nteeeeran 
Motor vehicle title, 
Public utilities, banks, ete 
Sales 


Subtotal, sales and gross receipts__..____._..------- 


Miscellaneous taxes: 
Be IS GU TI a rs rece tart cic ncetegeimeaeiaea 
ROI TI ai ccteaatiaen uieiieinavenastipaiecenaianmaalimmries 
Unincorporated business income tax_-.-------------- 
Comporetien- Bee soe erase neers 
Income and inheritance 


Subtotal, miscellaneous taxes___..-___-______-____ 


Datel S60GGsecacansawscessches==s oa aeons 

Earnings and miscellaneous: 
Dnsrges,..cumsens -Gelvi0e. = 22-55 5e555 5555252 se nee enero 
Fines, escheats, and forfeitures 
Rel UOORS.. cnnnncsnniseBeeeeeanseene cee 
Rents and royalties__.___---_- Dt eee eee Fee ee ae eater ener 
Interest on investments 
Other 


Total, earnings and miscellaneous 
Federal payment 


Grand total, general fund 


HIGHWAY FUND 

EU scape ep neat erigslenreimncenlaliaaa ems tte ae Asn 
Motor vehicle registration fees 
ST INNRRCTED, TOU OR ini reeensonnceenenuienenintsthdnabdlh adel Sati atees es! 
Pees OF INVOGIIMODES. 2. cnet ee BL a 
SIE, MUNN ORI cn asininai erences ne ctthce-nicnpterniinlinhatteete ta ibiieeneinsteedidielalen 
ne ceon i ca skckeslnes pean bes nace aes aes his ee nwa ee 


8 


1958 actual 


$45, 571, 921 


8, 422, 359 
3, 755, 446 


57, 749, 726 


5, 505, 394 

719, 136 
2, 123, 759 
2, 425, 679 
1, 770, 364 
7, 286, 334 
20, 176, 809 


40, 007, 475 


3, 813, 688 
21, 606, 440 
1, 531, 355 
8, 044, 405 
2, 887, 121 





37, 883, 009 
135, 640, 210 


2, 425, 604 
2, 265, 540 
1, 680, 736 

131, 577 
1, 346, 663 


1, 254, 984 


9, 105, 104 
20, 000, 000 


164, 745, 314 


11, 079, 227 
1, 934, 620 
810, 747 
382, 678 
190, 289 

6, 481, 100 


oem COUnl. DIsNWey TUNG. WW. Kc cceremannana0cpebeesenes 
WATER FUND 

cana ce caanmcaasasietaaierer braindead aie etait cotati 
i ca ctsinc cs dining renee oo ieee ae, 
ene: SOME A wee OON (IOUT a noe en enc reserenen geome 
DeTIII VINES, On RIDER nn ne een ee ee ecm erempeep tenes a ereenen 
PINNOOUCS eis 22 2l 4 pl LL Litre lane nse element 
Federal payment for water consumed 
Treasury loan 


20, 896, 661 


5, 058, 598 
57, 228 
688, 678 
3, 377 
174, 861 

1, 751, 450 
1, 600, 000 


Grand total, water fund 


37458—59——57 


9, 329, 192 
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Supporting statement A—Revenues, by funds, fiscal year 1958—Continued 


SANITARY SEWAGE WORKS FUND 








1958 actual 

NI onsen cali etiennesedinnniniacieenesenicteeneintngntnenthsmvtesianenniemrenis $2, 479, 919 
Payment from Maryland—capital outlay___.____________________ 490, 948 
Payment from Maryland—service___..______.--._._...-.________ 468, 625 
pee meoenumente. abe. oe ee 132, 461 
I I  ceesmranhbcgehdaluee tetera ledes dee ke, 108, 396 
a. sscceeuceste-chuibgmenacieiapabuensinnitanuaa 753, 000 
Sy I a incncensatadattietiatiraccennctah nenicnionniniccmnceseinidalidan Adele wets Ek es 1, 550, 000 
Grand total, sanitary sewage works fund___________- sieaeasial 5, 983, 347 

MOTOR VEHICLE PARKING FUND 

I a 583, 336 
I 54, 989 


———————— 
hectbbestbek deck akan sneer 638, 325 








ial eaalinedaiaieetacestiiacuiaig abatienidiigsdhsewimcanninesapecibieran 201, 592, 839 
Supporting statement B—Obligations, by funds, fiscal year 1958 


GENERAL FUND 
Operating expenses: 


1958 actual 
Il ee 


cede $382, 236 
Department of General Administration__..._____-__._._____-_- 4, 655, 077 
me, CIPO UNI cc eee esenr dike 549, 487 


SE et i TE SS ea ae 1, 232, 101 


Department of Occupations and Professions._.............__- 296, 987 
Public School 


icine Sat i inc wdc tapenade ocean otal 39, 362, 673 
I 2, 010, 615 
Teen nn an ileal i i 1, 733, 466 
I aco er i ua, iy 17, 107, 695 
inane. is secstanbahibleabeeaibisba aii hieengiablhi 9, 408, 072 


8 Ee | aa Se ee reer eee 91, 204 
Office of Civil Defense 


leas deta ae anal Rita Le: 84, 620 , 
Department of Vocational Rehabilitation__.___._.___.__-__--_____ 140, 313 | 
a a eee ia ca 4, 520, 413 
0 EE 2 OO eee 28, 249, 381 
i a canes eieslasnigeaneounienmrninabiinit 5, 291, 471 
apeertment OF Tumse W OLA RCs pisiciiicenicsinie ind tein ee 14, 037, 994 
Department of Buildings and Grounds____-_____-______-____- 2, 038, 531 
ee. OF BUrvervor..... ne 5 de levasatsea te iaiiaceaimeniiagh 167, 948 
Department of Licenses and Inspections._...-..--.----------- 1, 914, 338 
Department of Highways and Traffic___._.__--_---___-_------ 2, 686, 482 
Department of Sanitary Engineering._...___-_-_-_-_______--~ sn Ay 
I No asiiaipeancvan nina 159, 439 
National Capital Parks____-_-~- ihe anita ictiantmapeetcitleas Lad sich Tos be 3, 347, 795 
I OI 3 idence tenelanenasaanis 840, 650 
Judgment, claims, and private relief acts_._._._.._..--------~--- 69, 951 

Total obligation, operating expenses_______.-_____------ _.._ 147, 861, 297 

Capital outlay: 
aI nig cn 9 ne gence eeinc nina emasermnen 360, 000 
I escent eins cies bgannioomn chan meemeeniawenesion 13, 154, 000 
Department of Highways and Traffic___._._._.____.--------- ee 400, 000 
Department of Sanitary Engineering__......._-_-._-____---~-~- 4, 000, 000 

Total appropriation, capital outlay__._._...-------_~_- ae Seale 17, 914, 000 
Prior year appropriations available___.._..._._.-_____--._-~-~-- 6, 981, 200 
Appropriations to be available in subsequent years_______---- —6, 303, 000 

Total funds required, capital outlay_...._.____......._----~- 18, 592, 200 | 
Denee Veer Cenemeetaaacesccsen oss ..s-..-..--=--- tea 102, 772 


enh Mee -SONNINEE cocecacceccenscccccs Lennon 166, 556, 269 
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9, 919 


8, 625 
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Supporting statement B—Obligations, by funds, fiscal year 1958— 


HIGHWAY FUND 
Operating expenses : 

Department of General Administration.___-.._-_---__-----~--~- 
Giice of Gorporation Oommen a peer mnen 
Metropolitan Police a ak 
Department of Buildings and Ground 

Department of Highways and Traffic___.._._.___-_--------------- 
Department of Motor Vehicles_______-- ean kits 
Department of Sanitary Engineering_-~-~- 
National Capital Parks te 


Continued 


1958 actual 

$75, 190 
43, 000 

2, 081, 205. 
29, 300 

4, 769, 037 
1, 0638, 792 
99, 000 

25, VOO 


a, 





Capital outlay: Department of Highways and Traffie___________-_- 
Prior year deficiencies__ 


Total fande tenuited.) +) a ae oF 


23, 097, 911 


8, 185, 584 
14, 901, 000 
11, 327 





WATER FUND 

Operating expenses: 
Department of General Administration_____.__.--.__--_-____- 
Department of Sanitary Engineering- 
Washington Aqueduct 


Total obligation, operating expenses________-_---_______-__ 
Capital outlay: 
I A a sae aaa eiemn ae ab eisasaoehenraiieamia 
Department of Sanitary Engineering 
Washington Aqueduct 


Total appropriation, capital outlay 
Prior year deficiencies__- 


Total funds required 


15, 000 
8, 222, 401 


9 hh 


2, 217, 896 
5, 455, 297 
211, 702 


3, 400, 000 
190, 000 


3, 801, 702 


154 


9, 257, 153 








SANITARY SEWAGE WORKS FUND 
Operating expenses: 
Department of General Administration 
Department of Sanitary Engineering 


Total obligation, operating expenses 
Capital outlay: 
Department of Sanitary Engineering__- 
Prior year appropriations available 


Total appropriation, capital outlay_- 


Total funds required 


MOTOR VEHICLE PARKING 
Operating expenses: 
Department of General Administration 
Metropolitan Police 
Motor Vehicle Parking Agency 


Total funds required 


Total funds required, all funds__ 


2, 950 
1, 840, 118 





1, 845, 068 





2, 000, 000 
2, 200, 000 


4, 200, 000 





6, 043, 068 
— 


800 
88, 600 
348, 735 


ov 


438, 135 








205, 392, 536 
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TAX COMPARISONS OF MAJOR TAXES IN THE WASHINGTON 
METROPOLITAN AREA 


PROPERTY TAXES 


REAL PROPERTY 
District of Columbia 

Rates: Average effective tax rate of $1.26 per $100 of cnrent market value. 
The actual tax rate is $2.30 per $100 of assessed valuation. 
level is on the average of 55 percent of market value. 


Maryland 


Rates.—Montgomery County: Average effective tax rate of $1.34 per $100 
of current market value on residential property. Actual tax rates vary from 
$2.3225 to $3.1225 per $100 of assessed valuation. The assessment level is 
reported to be 50 percent of market value. Effective tax rates accordingly vary 
from $1.17 to $1.56 per $100 of market value. The actual tax rates used do 
not include a special parking lot rate varying from 20 cents to 54 cents per 
$100 of assessed valuation which applies only to business properties where free 
parking facilities are provided. 
excluded. 

Prince Georges County: Average effective tax rate of $1.23 per $100 of 
current: market value. Actual tax rates vary from $2.2425 to $2.6525 per $100 
of assessed valuation. The assessment level is reported to be $50 percent 
of market value. Effective tax rates accordingly vary from $1.12 to $1.33 
per $100 of market value. Town rates applicable in specific areas are excluded. 


The assessment 


Town rates applicable in specific areas are 


Virginia 
Rates.—Arlington County: Average effective tax rate of $1.20 per $100 of 

current market value. The actual tax rate is $3.54 per $100 of assessed valu- 

ation. The assessment level is reported to be 34 percent of market value. 

Alexandria: Average effective tax rate of $0.94 per $100 of current market 
value. The actual tax rate is $2.75 per $100 of assessed valuation. 
ment level is reported to be 34 percent of market value. 

Fairfax County: Average effective tax rate of $1.07 per $100 of current 
market value. Actual tax rates vary from a minimum of $3.30 to $3.37 per 
$100 of assessed valuation. The assessment level is reported to be 32 percent 
of market value. Effective tax rates accordingly vary from $1.06 to $1.08 per 
$100 of market value. 

Falls Church: Average effective tax rate of $1.28 per $100 of current market 
value. The actual tax rate is $2.84 per $100 of assessed valuation. 
ment level is reported to be 45 percent of market value. 


The assess- 
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Metropolitan area tax burden fiscal year 1959—family of 4 owning a residence and 





a car 


INCOME, $5,000 


















































cae : acai ai 
} Maryland Virginia 
| District = ca Be . eS 
Taxes | of Co- | ‘ | 
| lumbia | Mont- | Prince Arling- Alex- Falls | Fairfax 
gomery | Georges ton andria | Church } 
. 2 | — oui aoc eect “ ace x aesiniinaces 
} 
Ree. 5 255 CS ohne dak a $38 | $39 | $39 | $47 $47 | $47 | $47 
Real property ......------------ 170 181 | 166 162 127 | 173 144 
Personal property .........----- 0 | 0} 0} 32 | 24 | 23° | 22 
Gales. ....--------------------- | 45 42 | 2 | 0} 0 0 | 0 
Ei ce ebaaemeem 22 | 15 | 15 | 18 | 174 ll } 20 
D aaeitpeneelouhbieptpmll dipngeipman — ae ——— a ———ieeett = 
J ey 275 277 | 262 259 215 254 | 233 
INCOME, $7,500 
Me c- < sccscaseyteckts $04 | $114 $114 | $112 | $112 | $112 | $112 
Real property ...........------- 189 | 201 | 184 | 181 | 141 192 | 160 
Personal property........------ 0 0 | 0 | 45 | 35 | 31 | 33 
Sales . bee cecewbteebone 63 | 63 63 | 0 | 0 | 0} 0 
NR =o o eStore nel 32 | 15 | 15 | 18 17 | 1] | 20 
meen, 2) 2.0624 378 | 393 | 376 | 356 305 346 | 325 
INCOME, $10,000 
Income $155 $189 $129 | $225 | $225 | $225 $225 
Real property 253 268 | 246 | 240 | 188 | 256 214 
Personal property - 0 0 | 0 73 56 4 49 53 
Sales | 81 81 | 81 0 0 0 0 
Auto tags. 32 23 | 23 | 18 17 11 | 20 
Total 521 | 561 | 539 | 556 436 | 541° | 512 
INCOME, $15,000 
ay | 1 ea f cael | 
Income | $310 | $339 | $339 $475 $475 | $475 $475 
Real property 380 | 402 | 369 360 282 384 | 321 
Personal property ---. | 0 | 0 | 0 | 114 88 | 77 82 
Sales | 118 126 126 0 0 | 0} 0 
Auto tags. . 32 | 23 | 23 | 18 17 | 11 | 20 
Total | 840 | 890 | 857 | 967 862 | 947 | 898 


| 











900 


Estimated financial status, fiscal year 1959 (based on revised revenue estimates as of 


Feb. 25, 1959) 








} | Sanitary Motor 
General | Highway Vater sewage vehicle Total 
fund | fund fund works parking 
fund fund 
| ve yw - —— | | — 
REVENUE AVAILABILITY | 
Estimated surplus or deficit { 
at beginning of year____--- .| $7,860,919 | —$609, 887 $482,241 | $185,068 | $1,663,842 | $9, 582, 193 
Unexpended balance released 
I icici ncaa iecnaceoesane 2, 000, 000 400, 000, 100, 000 | 5,000 | 130, 000 2, 635, 000 
Estimated collections: Reve- | | ; 
est cdcccacscwicenceccte 146, 160, 000 ‘14, 225,000 | 6, 245, 000 | 3, 824, 783 827,000 | 171, 281, 783 
Federal payment: 3 
Presently available __-.._-- 20, 000, 000 | 431, 600 1, 732, 000 697,000 | 3 22, 860, 600 
Pending supplemental_..-| 9,000,000 |.......-----|------------]------ aaieiail : 9, 000, 000 
Total estimated Fed- | | 
eral payment -_-_.._--- 29, 000, 000 | 431,600 | 1,732,000 | 697, 000 | , 31, 860, 600 
I Ge eB ook NR wasn es cbt leccoce a 5, 500, 000 


—a 


Total estimated collection. _. 17 75, 160, 000 20, 156, | 600 7,977,000 | 4, 521, 783 | 827,000 | 208, 642, 383 








Total estimated revenue | 
SVOTADIEY ~ ....<.sis~~~<-- 185, 020, 919° 19, 946,713 | 8,559,241 | 4,711,851 2, 620, 842 | 220, 859, 566 
ESTIMATE OF APPROPRIATIONS | | | | 
Operating expenses: | 
Annual appropriations__..|152, 374,997 | 8,447,013 | 5,773,000 | 2, 536, 950 399, 400 | 169, 531, 360 
Supplemental Appropria- | 
tion Act, 1950........... 47,612 |...... aa 14 47, 628 
Salary increases (including | 
retirement): 
oo ee . 4, 583,010 | 203, 322 100, 000 53, 000 4, 939, 332 
PN .ekinecows 1, 645, 435 185, 565 | 220, 000 228, 000 2, 279, 000 
Policemen and firemen__._| 2, 869, 700 258, 900 |-- bebidetnened 15, 400 3, 144, 000 
I a Siaint cs alin ts anirivicteaie 3, 643, 668 | ” Sci ee 3, 643, 668 
Total, salary increase...| 12, 741, 813 | 647, 787 320, 000 | 281, 000 15, 400 14, 006, 000 
Other: | | } 
Current year cerevenre nn  E y eee anne | 1, 151, 516 
PEL. 0 nclatsouns 139, 693 | 4,212 1, 834 1, 608 187 147, 484 
Total pending supple- | 
la, ln. 14, 033, 022 | 651, 999 321, 834 282, 608 15. 537 15, 305, 000 
Total estimated operat- | 
ing expenses. _........]166, 455,631 | 9,099,012 fi, O04, 848 2, $19, 558 414, 937 | 184, S83, ONe 
RE I iiccrcccncukes 20, 043, 500 | 11, 057, 600 1, 733, 000 1, 668, 000 34, 502, 100 
Total estimate of appro- 
priation.___- .| 186, 499, 131 | 20, 156, 612 7, 827, 848 4, 487, 558 414, 937 | 219, 386, ORE 
1958 appropriations fin: anced 
in 1989-_.. ‘ 6, 303, 000 cea , 6, 303, 006 
1959 Wappropriations to be | 
financed in 1960_. — 350, 000 8, 350, 000 
Total funds required _- i 452,131 | 20, 156, 612 7, 827, 848 4, 487, 558 414,937 | 217, 339, O86 
Surplus or deficit at end 
of year... i itaebtatald 8, 788 209, 899 731, 393 224, 293 2, 205, 905 3, 520, 480 
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Financial status of loan authori 
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Debt liability 


Loan for capital improvement programs (72 Stat. 183): 
Amount authorized (to be repaid with interest over a a 
OO NN a it arias chon Peeeee $75, 000, 000 
Amount appropriated: 1960 requested 
Amount requisitioned 


Total appropriation not yet requisitioned__._. 19, 500, 000 
Amount unappropriated: 
Authorisation. ox 6522. ke 75, 000, 000 
Appropriation.........- sou "19 500, 000 





—— 55 500, 000 


Capper-Cramton Act (46 Stat. 482): 
memos erthorieee .... .- oi coe cwecce 16, 000, 000 





Amount of repayment (19! 59)... $12, 206, 478 
Requested for 1960_______.___-- 194, 371 
i 12, 400, 849 
Balance to be repaid on potential liability............---- 3, 599, 151 


Amount of authorization appropriated (including 


poo OSUMRLe) ob soaks cb deeds es $15, 999, 828 
Amount requisitioned from Treasury (including 

1959 and 1960 estimates) _ ___ . 15, 360, 828 
Amount of payment (including 1960 estimate 3). 12, 400, 849 


Balance to be paid on actual amount bor- 
ARCs OR ee ee a oe 2, 959, 979 
Court building (61 Stat. 120; 62 Stat. 235): 
Amount authorized________- ... $18, 665, 000 
Rescission of ——oe (Pub- 
lic Law 455, 82d Cong.)__---- 3, 875, 000 


EN Sco 14, 790, 000 


Actual cost (inal) .............- 14, 780, 797 


District of Columbia share, 50 


NS il ce acta ca antes atest 7, 390, 398 
Less: Allowance for land_____--- 2, 420, 000 
Net cost to District of Columbia_ _- 4, 970, 398 
Amount paid through 1959_____- $795, 632 
Requested for 1960_ _--_-- aes ba 199, 000 
Lament 994, 632 
Balance to be paid at rate of $199,000 for 20 years 3, 975, 766 


Hospital facilities in the District of Columbia (60 Stat. 896; 65 Sts it. 
657): . 
Amount authorized__..._...---- oc minne ake a Pe ee 


Amount of District of Columbia 


share (50 percent basis) - - - . $18, 355, 000 
Amount of District of Columbia 
share (30 percent basis) - - - 1, 206, 000 


Total, District of Columbia share__.-_-_.- ~o« 20,561,000 
Amount of repayment through 
1959_ Sepak sass Nei ite $13, 257 


tequested for 1960__._.._-_--- 6, 629 
—___——_- 19, 886 


Balance to be repaid on poten- 
al liability... ........ = Se 19, 541, 114 


Hospi 


—— 


Loar 
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Debt liability 


Hospital facilities in the District of Columbia—-Continued 


00, 000 Amount appropriated for Hospital 
: Center: 

i saideat nas cceanicie nas te ee $1, 700, 000 
hes one GB con enlgnenie 500, 000 
i eS hs : 4, 500, 000 
Sint cies pest gana aaeeiateee 9, 700, 000 
1957 ae ere ee 5, 300, 000 

S008. 2:5. dieu dee 1, 710, 000 





——— $23, 410, 000 
1953. _--_- wea : 11, 400, 000 





on saci _... 1,610, 000 
PN Cp Al leer d acta 290, 000 
U nappropriated - Sh asi haere 3; 000, 000 
NS cance ca tere oma eee 1, 020, 000 
- ——— 17, 320, 000 
9, 151 Total appropriations... -........-..-- Be. 5 730, 000 
| Loan for expansion of water system (64 Stat. 195; 68 Stat. 103): 
Asanunt authorised: «soso cna ~ cg .-. 35, 000, 000 
Amount of principal repaid through 
eee oi $277, 230 
} Amount : reque sted for 1960_____- 341, 000 
—— + 618, 230 
Balance to be repaid on potential liability plus interest__._. $34, 381, 770 
j Amount appropriated: 
POU icesas edge eae Se $1, 405, 000 
1952 - a bona 5, 125, 000 
1953_- ___ 6, 900, 000 


1954__ ed eel 4, 000, 000 
ISDR. 4. 4; ‘ Sictebarta dace 2, 550, 000 
BO irs ay, nasuwucue Gy G00, 000 
OS Cie sls ws <=. ah 300, 000 
1966, aay atus eee 1, 600, 000 
1960 requested. - - - - eae 2, 800, 000 
———— $32, 680, 000 
Amount requisitioned: 
1953 _ - ; BU. Ri ot 750, 000 
1954_- : be de hte 1, 150, 000 
1956_ Ji sd wate 2, 300, 000 
1957s... ah teaticaba bets stars 3, 900, 000 
1958__ a ae 2, 000, 000 
—————_ 10, 100, 000 
766 Total appropriation not yet requisitioned 22, 580, 000 
Amount unappropriated: 
Authorization - - _- .. $35, 000, 000 
Appropriated (including 1960 
PONE) op cea cance a eace 62, 680, 000 


—— 2, 320, 000 
Loan for highway construction (68 Stat. 110): —_—_—_—_—— 
Amount authorized (to be repaid with interest over a period of 


SN a ig enna ca pie Sa a .-- 50, 250, 000 
Amount appropriated: 
SUE. oe a ecunacawem ..-. $3, 357, 000 
iain a asec ack canes So ied mia 6, 000, 000 
DN santo nt aries os is en eden Ret 5, 400, 000 
Serenata _ 6, 481, 100 
PN se as Ssh iee Sihcnsgt  pok  e ahn I 5, 500, 000 
PSS Se iicinnaeneuwe mien 13, 100, 000 


hes —_—————— $39, 838, 100 
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Debdt liability—Continued 


Loan for highway construction—Continued 
Amount requisitioned: Through fiscal year 1958 
no requisitions have been made- 


Total appropriation not yet requisitioned____ $39, 838, 100 


Amount unappropriated: 
Authorization _ _- ._.-. $50, 250, 000 
Appropriations ‘(ine luding 1960 
ET Ooi tee enter ae _. 39, 838, 100 
> 10, 411, 900 


Loan for sanitary sewage works (68 Stat. 108): 
Amount authorized (to be repaid with interest over a period of 


30 years) -__- : Deere eo ata a $5, 000, 000 
Amount appropriated: 
ee ok eae $2, 050, 000 
eee as ; 700, 000 
ee tee. Sahn eet 1, 550, 000 


$4, 300, 000 
Amount requisitioned: Through fiscal year 1958 
no requisitions have been made 


Total appropriation not yet requisitioned _ - 4, 300, 000 


Amount unappropriated: 
Authorization - - -- ~~ el el oa $5, 000, 000 
Appropriations - - - - - ooo 4, 300, 000 
- 700, 000 


191, 747, 801 


Total liability: 
General fund__-__-__-_ 


a ar . 102, 116, 031 
Highway fund 


ee a nn 50, 250, 000 


eee 34, 381,770 _.___- 
Sanitary sewage w orks fund ae ee ae Ae ae 5, 000, 000 
Total 


Note.—In addition to the above, a building program to replace, repair and 
increase facilities at St. Elizabeths Hospital is contemplated at an estimated cost 
of $50,000,000 of which the District will be assessed an undeterminable amount 

Mr. Jensen. I am pleased to see my old friend, Mr. Fowler, here. 

Mr. Fowter. Yes, sir; I am delighted to see you, too. 

You served on our committee well and faithfully for a long time, 
and we are glad to appear before you again. 

Mr. Jensen. It has been quite some years since I served on the 
District of Columbia Subcommittee on Appropriations. Mr, Fowler 
was across the table, and I always liked the way he operated. 

Off the record. 

(Discussion off the record. ) 

Mr. Tuomas. Gentlemen, it has been nice seeing you. Come back 
to see us again. 

Mr. McLaventrn. Thank you, Mr. Chairman and gentlemen. 
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| Be Tuurspay, Marcu 5, 1959. 
DEPARTMENT OF STATE 
WITNESSES 


| LOY W. HENDERSON, DEPUTY UNDER SECRETARY FOR ADMINIS- 
TRATION 
WILLIAM 0. HALL, DEPUTY ASSISTANT SECRETARY FOR BUDGET 
| AND FINANCE 
| THOMAS S. ESTES, DEPUTY ASSISTANT SECRETARY FOR OPERA- 
| TIONS 


00, 000 Mr. Tuomas. We have before us today the Department of ‘State. 
GENERAL STATEMENT 


| Mr. Henderson, you may give us a general statement on the items 
-| jncluded in the supplemental estimates. 
Mr. Henperson. Mr. Chairman and members of the committee, you 
have before you a request for supplemental funds for the current year 
) for certain of the appropriations made to the Department of State. 
These supplementals ieee the additional amounts required as a 
result of new legislation enacted by the last Congress; for increased 
costs beyond the control of the Department; and for new activities 
which the national interest dictates we proceed immediately to imple- 
ment, 
Members of the Department are present to justify these increased 
requirements in detail; if agreeable, I would like to submit the fol- 
lowing statement for the record and to summarize it briefly. 


SALARIES AND EXPENSES 
7, 801 Under the “Salaries and expenses” appropriation, which finances 
rand the basic operations of the Department and the Foreign Service, we 
a are requesting a supplemental of $6,875,000. Of this total—_ 
$6,014,900 is for the salary increase authorized by the Public Law 
here. 5462, enacted on June 20, 1958. 
$41,100 for increased allowances related to the salary increases. 


Lins; $25,863 for the cost of wage increases for “wage board” employees 
that became effective on September 21, 1958, and January 11, 1959. 

; , = $128,471 to permit the establishment of a diplomatic mission in a 

»wler 


newly independent country, Conakry, Guinea. The U.S. Embassy 
was opened there on February 13, 1959, on a skeleton basis, pending 
additional funds. 

$23,465 for the special immigration program authorized by Public 
back} Taw 85-892, enacted September 2, 1958. This law permits the issu- 
ance of special nonquota immigrant visas to Portuguese citizens in 
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the Azores Islands made homeless by earthquakes, and the issuance | 


| 


of nonquota immigrant visas to Dutch nationals displaced from | duril 
Indonesia. fied ¢ 
$31,028 to permit compliance with the special security criteria for 


refugees and escapees as recommended by the National Security INTE! 
Council. 


$31,173 for increased consular activity in Poland as a result of Un 
the reopening of registration of the nonpreference portion of the tern: 
immigration quota. ‘ Mex 

$438,000 for increased foreign service communications costs. Of $991 
this amount $74,800 results from a telegraph rate increase that went vran 
into effect on August 1, 1958. The remainder is attributable to in- | es 
creased telegraph ‘volume and courier service as a result of the 1 recent | eme! 
world crises and imposition of restrictions by certain countries in the the ] 
Middle East. 

$141,000 for staff to strengthen the Department’s ability to cope | 
with the increasing world Communist political and economic activity. 


U 

CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS | 862, 

rig 

Under the appropriation, “Contributions to international organiza- t 

tions,” we are requesting supplemental funds in the amount of } ese 

$4,943,146. This sum is needed to pay the U.S. share of that portion |  tior 

of the costs which have been assessed for maintaining the United | fro. 

Nations Emergency Force in the Middle East for the calendar year alre 

1959. As you know, this force was established in November 1956 | are 
in connection with the Suez crises and serves to maintain stability on 


und 
the Egyptian-Israeli border. The United Nations has an urgent I 


need for cash in order to meet expenditures for this force for the | Mr 
calendar year 1959. 


Mr 

Mr 

INTERNATIONAL CONTINGENCIES tio! 

: ‘ : : ; Sec 

We are in a_serious financial situation under the “International are 
contingencies” appropriation, which finances the cost of U.S. partici- bei 
pation in international conferences. We are requesting a supple- ) 


mental of $1,200,000. This appropriation not only finances the cost ) 
of State Department participants, but also participants of other 


-agencies who make up the official delegation. The need is urgent for a 
immediate relief in order to continue participation in international La 
conferences during the remainder of the current fiscal year. The need ins 
for additional funds arises primarily because of those international hes 
conferences, such as the nuclear testing conference now going on in | gy 
Geneva, for which funds were not budgeted in the fiscal year 1959 | ¢¢ 
appropriation. Included in the supplement al request are funds for | jp, 
some kind of a high-level meeting on Berlin which is likely to be ‘ 
scheduled shortly. th 
mi 

EMERGENCIES IN THE DIPLOMATIC AND CONSULAR SERVICE cit 
Under the appropriation for “Emergencies in the Diplom: itic and N, 
Consular Service” we have submitted : a supplemental for $995,000. 7. 
Of the $995,000 request, $495,000 is to cover the unusual and un: ntici- 


1 
pated costs of evacuating dependents from Lebanon, Iraq, and Jordan S 
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during the crisis there. The remaining $500,000 is for special classi- 
fied activities. 


INTERNATIONAL BOUNDARY AND WATER COMMISSION, UNITED STATES AND 
MEXICO 


Under the “Operation and maintenance” appropriation for the In- 
ternational Boundary and Water Commission, United States and 
Mexico, we are requesting supplemental funds in the amount of 
$991,500. Of this amount $88,400 is to cover “wage board” inereases 
granted during the current year and $41,500 for increased pay costs 
occasioned by Public Law 85-462. The remaining $911,600 is for 
emergency repair of the flood damages caused by the record floods on 
the Rio Grande this past fall. 


PAYMENT TO THE PHILIPPINE GOVERNMENT 


Under a special, one-time appropriation we are requesting $23,- 
862,751 for “Payment to the Fra Government.” This appro- 
priation is for the purpose of providing an equitable final settlement 
to the Philippine Government for changes in the gold value of their 
reserves held in the United States that were caused by the devalua- 
tion of the U.S. dollar in 1934. The appropriation would be derived 
from receipts related to the devaluation of the dollar which have 
already been set aside in the Treasury. The payment for which we 
are now seeking an appropriation was authorized by the- Congress 
under Public Law 73-419. 

Present with me are members of the Department of State, including 
Mr. Robertson, Assistant Secretary of State for Far Eastern Affairs; 
Mr. Satterthwaite, Assistant Secretary of State for African Affairs; 
Mr. Wilcox, Assistant Secretary of State for International Organiza- 
tion Affairs; and Colonel Hewitt, Commissioner of the United States 
Section of the International Boundary and Water Commission. They 
are prepared to speak to the details of the supplemental funds requests 
being made. 

Mr. TuHomas. Now, you may give us a short summary. 

Mr. Henperson. You will note that we are requesting a supple- 
mental salary and expenses appropriation of $6,875,000. Of this 
amount $6,014,900 is for the salary increases authorized by Public 
Law 85-462 of June 20, 1958; $41,100 for increased allowances relat- 
ing to these salary increases; and $25,863 for the cost of wage increases 
for what is referred to as “wage board” employees. The total re- 
quested by us, therefore, for salary, wage, and allowance increases is 
$6,081,863. In addition, under salaries and expenses, we are request- 
ing $128,471 to permit the establishment of a diplomatic mission at 
Conakry, Guinea; $23,465 for the special immigration program au- 
thorized by Public Law 85-892 of September 2, 1958. (This law per- 
mits the issuance of special nonquota immigration visas to Portuguese 
citizens in the Azores) ; $31,028 to permit compliance with special 
security criteria for refugees and escapees as recommended by the 
National Security Council; $31,173 for increased consular activities in 
Poland as a result of the reopening of registrations under the non- 
preference portion of the immigration quota; $438,000 for increased 
Foreign Service communication costs; and $141,000 for staff to 
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strengthen the Department’s ability to cope with the increasing inter. | 
national Communist offensive against the free world in general, and 
the United States, in particular. 

In addition to supplementary requests for salaries and expenses, 








: cot 
it will be noted that we are seeking relief under a number of other Total m 
s . ati : ‘yll-tin 
approp! lations. — : wera 
We are requesting a supplementary amount of $4,943,146 under the | Nw™* 
appropriation “Contributions to international organizations.” This person 
sum is needed to pay the U.S. share of that portion of the cost which | Pos 
has been assessed for maintaining the U.N. emergency force in the | °° 
Middle East for the calendar year 1959. | 1 
You will note that we are also requesting— | Direct 
(1) An additional $1,200,000 under the appropriation “Inter. . 
national contingencies” in order to finance the cost of U.S. partici- % 
. . . ° 7 ° { 0 
pation in international conferences. The need for this supple. 05 
ment is urgent if we are to continue participation in a number oT 
of international conferences which it is clear will be held during # 
the remainder of the fiscal year. 09 
2) An additional $995,000 under the appropriation “Emer. il 
: 13 
gencies in the Diplomatic and Consular Service” to cover the un- | i 
usual and unanticipated cost of evacuating dependents from \ supp 
Lebanon, Iraq, and Jordan and to finance certain special classified 
activities. beim 
e,e ann » . ° eim 
(3) An additional amount of $991,500 under the appropriation | , 
“International Boundary and Water Commission, United States 
and Mexico” for emergency repair of unanticipated flood damages | ~~ 
and to meet increased costs occasioned by Public Law 85-462. 1 
(4) $23,862,751 under a new appropriation “Payment to the} $6, 
Philippine Government.” This ate is for the purpose ] 
of equitable, final settlement to the Philippine Government for | 
changes in the gold value of their reserves held in the United 
States that were caused by the devaluation of the U.S. dollar in 
1934. Re 
Mr. Tuomas. That was a crisp, precise statement. 
AD 
SALARIES AND EXPENSES 
Program and financing 
Presently | Revised | Increase 
available | estimate 
Program by activities: 
Direct obligations 
1. Executive direction and policy fermulation $10, 904, 835 $10, 958, 179 $53. 344 
2. Conduct of diplomatic and consular relations with 
foreign countries } $1,620,546 | 82,352, 431 | 731, 885 ab 
3. Conduct of diplomatic relations with international | (9 
organizations -_- | 1, 757, 044 1, 757, 044 | [ a 
4. Domestic public information and liaison 1, 434, 250 1, 434, 250 Sp 
5. Central program services 3, 754, 494 | 3, 754, 494 | al 
6. Administrative and staff activities. - - | 11,507,872} 11,582,743 | 74, 871 in 
7. 1959 program obligated in 1958. | 1, 695, 623 | 1, 695, 623 | : 
Supplemental required for pay increases_ - - _ —6, 014, 900 | | _—_—6, O14, 900 Pt 
Total direct obligations. | 103, 268, 518 110, 143, 518 | 6, 875, 000 ce 
Reimbursable obligations 59, 100, 000 59, 100, 000 --: ae 
-. fo a a a ee -| 162, 368, 518 169, 243, 518 6, 875, 000 
Financing: 
1959 appropriation available in 1958 1, 695, 623 1, 695, 623 | 
Comparative transfers from (—) other acconts | 2,604,141 } 2. 664,141 | 
Advances and reimbursements from other accounts 58, 799, 000 58, 799, 000 | 
Non-Federal sources. . 301, 000 3), 000 . 
New obligational anthority 102. 300. 000 109. 175. 000 6. 875.0% 
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Object classification 

















Presently Revised Increase 
available estimate 
| 
Dict hicd tiles itll Satchel -<otgcicedictpeineectt haieiiclilibttoead 
Total number of permanent positions. -.-.--....-.---.--.----- 21, 422 21, 529 107 
Full-time equivalent of all other pesnane: ZL sbowddtatiobats 55 56 1 
Average number of all employees ack 20, 748 20, 776 | 23 
Number of employees at end of year_--...-..--------------- 20, 948 21, 056 108 
Personal service obligations: 
I aii ici cies denen yen einai apie $101, 859,755 | $102,015, 614 $155, 859 
Positions other than permane nt a aicisicta a wecaedlaaied 291, 561 296, 061 4, 500 
Other personal services 13, 486, 328 13, 545, 549 50, 221 
a : : al 
Total personal service obligations. -...-....-- vain | 115, 637, 644 | “115 5, 857, 224 219, 580 
Direct obligations: } i 
01 Personal services-.-.- 2, 876, 193 83, 095, 773 | 219, 580 
02 Travel--. | 8, 262, 974 8, 281, 784 18, 810 
03 ‘Transportation of things. - 4, 601, 369 4, 637, 737 36, 368 
04 Communication services ‘ ’ a 3, 180, 105 3, 625, 144 | 445, 039 
05 Rents and utility services__- | 2, 058, 174 | 2, 099, 156 | 40, 982 
06 Printing and reproduction -- 7 | 778, 612 | 778, 878 266 
07 Other contractual services -- -- 3, 006, 448 3, 109, 825 13, 377 
Services performed by other agencies --.-. 130, 950 145, 950 15, 000 
08 Supplies and materials------ ata 1, 765, 187 | 1, 771, 651 6, 464 
09 Equipment. da 1,651, 541 | 1, 715, 027 63, 486 
11 Grants, subsidies and contributions... = ‘ | 2, 525, 251 2, 525, 979 | 72 
13 Refunds, awards and indemnities- 21, 470 | 21, 470 |- 
15 Taxes and assessments-- 30, 767 | 30, 767 |_- 
1959 program obligated in 1958 | —1,695,623 | —1,695, 623 |_--- 
Supplemental! required for pay increases - - - - | —6,014, 900 | 6, 014, 900 
Total direct obligations. 103, 268,518 | 110, 143, 518 | 6, 875, 000 
Reimbursable obligations- 59, 100, 000 59, 100, 000 
Total obligations... 162, 368, 518 169, 243, 518 6, 875, 000 
' 
mn » . : . : . » 
The first item is for salaries and expenses in the amount of 


$6,875,000. 
Please insert at this point in the record, the justification page. 


(The page follows :) 
(H. Doc. 58) 

SALARIES AND EXPENSES, STATE 
Request (for 3 months from Apr. 1, 1959) 
EME RIOGN? 100) SUNN oon. le ten asenainninelererincarenig adap tienen ties 
ren TO UE, ravines ewenctenignaee 
Expenditures to Dee. 31, 1958 
Budget estimate next fiscal year 

Employment: 
Average number current appropriation__._.._.....................- 13, 318 
Number involved this estimate__.._..____--_--_- 107 
Actual employment Dec. 31, 1958_- 12, 825 


$6, 875, 000 
102, 300, 000 
54, 651, 862 
43, 487, 778 
_... 119, 100, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 

The supplemental estimate provides for (1) strengthening the Department’s 
ability to cope with increasing world Communist political and economic activity, 
(2) establishment of a diplomatic mission at Conakry, Guinea, (3) issuance of 
special nonquota immigrant visas to Portuguese citizens in the Azores Islands 
and visas to Dutch nationals as authorized by Public Law 85-892, (4) screen- 
ing of refugees and escapees, (5) screening and processing of nonpreference 
Polish visa cases, (6) wage board increases, (7) increased Foreign Service 
communication costs, and (8) increased pay act costs resulting from the enact- 
ment of Public Law 85-462. 


Mr. 
Mr. 


‘THOMAS. 


Hen 


You are seeking a deficiency of $6,8 
NDERSON. Yes, Sir. 


T5000 ? 





Mr. THoMAsS. 


Mr. HENDERSON. 


And you have 
Yes, sir. 


SUMMARY OF 
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some seven items ? 


REQUIREMENTS 


Mr. Tuomas. We will insert pages 7 through 16 in the record which 


gives a breakdown of your seven items. 


(The pages referred to follow :) 


Summary of increased requirements, by program 


Strengthening of Department’s ability to 
cope with increasing world Communist 
political and economic activity 

Establishment of diplomatic 
Conakry, Guinea 

Public Law 85-892 special immigration 
program 

Screening of refugees and escapees 

Nonpreference Polish visas_. 

Wage board increases 

Increased Foreign Service communications 
costs _ - 


mission, 


Subtotal 


Increased pay act 
462) . 

Allowance increases related to 
pay act costs_. 


costs (Public L 


iw 85 


increased 


Total_. 


Mr. 


‘THOMAS. 


$141,000: 


Strengthening of 
with increasing world Communist, 


Domestic 


36 


36 


Positions 


Foreign Foreign 


Service Service Total 
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STRENGTHENING OF THE DEPARTMENT'S ABILITY TO COPE WITH 
INCREASING WORLD COMMUNIST ACTIVITIES 


We will insert page 8 of the justifications in the record at this point. 
(The page referred to follows:) 
JUSTIFICATION 


Strengthening of the Department’s ability to cope with increasing world Communist 
political and economic activity 





———— — —— ee — 


| Number of | Annual rate 


| positions 


Office of the Under Secretary for Economic Affairs_._- 12 $115, 671 
Office of the Deputy Under Secretary for Political Affairs -_- 7 74, 736 
Bureau of European Affairs - -. : 17 157, 666 
Total number of permanent positions and annual rate - 36 | 348, 073 
Deduct lapse —27 —261, 491 
Net permanent personal services _- : | 9 | 86, 582 
Miscellaneous salary expenses (when-actually-employed consultants) - Li 4, 500 
Nonsalary expenses....-._- : ea ee . | 49, 918 
Total net funds required - 2 . 141, 000 


With the supplemental funds requested it is proposed to establish a separate 
Office of Soviet Affairs in the Bureau of European Affairs (in place of the 
present Soviet “Desk”) with sufficient staff to handie the heavy burden of our 
relations with the Soviet Union. In addition it is proposed to establish staffs in 
the Office of the Under Secretary for Economic Affairs and in the Office of the 
Deputy Under Secretary for Political Affairs which would concentrate on the 
activities by which international communism is endeavoring to achieve its aims 
in various parts of the world. These units would follow closely the various 
channels through which the Communist countries are endeavoring to disseminate 
world revolution, and would become the arsenal for resisting and attacking along 
political, economic, cultural, informational, and psychological lines, the forces 
of international communism. 

Let us take a quick look at item No. 1, strengthening of the Depart- 
ment’s ability to cope with increasing world Communist political and 
economic activity, where you are requesting $141,000. Is that all 
salary increase 4 

Mr. Henperson. It is all salary increase except for certain expenses 
accompanying the increase. 

Mr. Tuomas. Break it down right quick. There are 36 jobs? 

Mr. Hau. That is correct. 

Mr. Tuomas. At a total cost of what for the jobs? 

Mr. Hauz. The annual rate is $348,073. 


37458—59—_—58 
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Mr. Tuomas. Where will they be located, in the continental United 
States? 

Mr. Hatu. Yes. 

Mr. Tuomas. In the District here? 

Mr. Hau. Yes. 

Mr. Henperson. Eleven officers and six clerks to be used to establish 
an office for Soviet Afiairs in the Bureau of European Affairs. 

Mr. Tuostas. That will be 17. Where are the others? 

Mr. Henperson. Seven officers and five clerks under Mr. Dillon, to 
take the leadership in the economic sector of our struggle with the 
international Communist offensive, and four officers and three clerks 
in the office of the Deputy Under Secretary, Mr. Murphy, Deputy 
Secretary of Political Affairs. 

Mr. THomas. What part of our $141,000 is the salary cost of three 
activities ? 

Mr. Hau. The salary cost would be $86,582. 

Mr. Tuomas. And the remainder is other objects ? 

Mr. Haw. $49,918 is other objects, and then $4,500 for consultants. 

Mr. Tuomas. Is this a guess figure here? You are putting these 
into three different offices? 

Mr. Hay. Three different offices. 

Mr. Bow. This is a matter that is being gone into very thoroughly 
by the regular committee at the present time—the establishment of 
these new offices. Thisis something new. 


ESTABLISHMENT OF DIPLOMATIC MISSION IN GUINEA 


Mr. Tuomas. What about the establishment of a diplomatic mission 
in Guinea, $128,471? 

Mr. Henperson. Guinea became an independent country in October 
1958. 

Mr. Tuomas. Please place in the record at this point page 9 of the 
justification. 


Establishment of diplomatic mission at Conakry, Guinea 





Foreign | Foreign | Total Net per- 

Service | Service | Foreign | sonal serv- 

| American | local posi- Service ice costs 

positions | tions positions 

Permanent positions, Bureau of African Affairs 4] 2 6 $18, 032 
Nonsalary costs, Bureau of African Affairs __- | | 94, 048 
Total, Bureau of African Affairs__. 4 2 6 112, 080 
Activities of Deputy Assistant Secretary for Personnel 14, 027 
Activities of Deputy Assistant Secretary for Operations 2, 364 
. ; > - - 
Total net funds required a 128, 471 





The rapid and unforeseen emergence of Guinea from dependent status as a 
member in the French Union to complete independence, which was proclaimed 
in October 1958, now makes it essential that the United States establish an 
Embassy in Conakry, the capital of Guinea. In the French constitutional 
referendum of September 28, 1958, Guinea was the only territory which chose 
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immediate independence in preference to some kind of association with the new 
French community. Shortly thereafter the Republic of Guinea was recognized 
by a number of other countries, including the U.S.S.R., the United Kingdom, 
the United Arab Republic, and the United States. In addition, Guinea was 
recently admitted to full membership in the United Nations. 

‘ It is necessary for the U.S. Government to receive reliable reporting of events 
and current information on policies and attitudes which will be adopted by the 
only territory to leave the former French Union. The swift march of African 
nationalism and the need of the United States to be informed of events in this 
unique new country require the earliest establishment of this new Embassy. 

Mr. Tuomas. Isthis all for salaries? 

Mr. Haru. Yes, six jobs, and then there are supporting costs, 
$14,000 in the personnel office for travel of the dependents and officers, 
and $2,354 for supplies, materials, and equipment. 

Mr. Tuomas. This is going to support the six employees and their 
families for the year? 

Mr. Haux. This will be for the balance of 1959. 

Mr. Tuomas. On an annual basis what will it cost? 

Mr. Haww. $112,080 for this. We are using funds that were orig- 
inally provided for establishing a consulate at Marrakech to get the 
Embassy started at Conakry. 

Mr. Tuomas. Do you mean that the annual cost is only going to be 
$112,000 ? 

Mr. Hau. For this increase. 

Mr. Tuomas. What will be the annual cost for the establishment 
of the mission? You are requesting $128,471 on a 3 months’ basis. 
It would not be in that same proportion for a year ? 

Mr. Hawi. The total cost is $221,320. 

Mr. Tuomas. On an annual basis? 

Mr. Hau. Yes. 


SCREENING OF REFUGEES AND ESCAPEES 


Mr. Tuomas. What about the screening of refugees and escapees, 
$31,028 ? 

Mr. Hau. This is for taking care of the increased security re- 
quirements on clearance of refugees’ visas, and also includes the addi- 
tional positions required for the visas authorized for the Netherlands 
and the Azores under emergency legislation. 

Mr. Tuomas. These items all add up to 107 employees. Do you 
have to have these additional employees Lise in this section ? 

Mr. Hat. Yes. 


INCREASED FOREIGN SERVICE COMMUNICATION COSTS 


Mr. Tuomas. What about your increased Foreign Service com- 
munication costs? What is that? 

Mr. Hatx. It consists of two items, the extra costs arising from 
the Middle East crisis and the other item involves an item that | 
would like to mention off the record. 

(Diseussion off the record.) 

Mr. THomas. We will insert page 14 in the record at this point. 








914 
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Telegraphic costs paid in Washington: 
To provide funds to cover international rate increases, applicable 
to messages originating in the United States, effective August 1, 
1958, estimated at $6,800 per month, for 11 months___________ $74, 800 
To provide additional funds to cover volume of telegraphic traffic 
in fiseal year 1959, projected on current statistics, which reveal 
that costs are running at a rate of approximately $19,000 per 
month in excess of fiscal year 1959 estimates 225, 200 
Courier travel expenses: 
To provide funds required to cover increased costs of travel, per 
diem and excess baggage attributable to the Mideast crisis, 


due to loss of normal ticket purchase procedures__......._____ 1?, 000 
I Ot senprasdeansrantaecxiersaieabesuniuserenionaes 313, 000 
Grand total estimate for increased communications costs___.__ 438, 000 


(Discussion off the record.) 

Mr. THomas. What’is your courier expense ? 

Mr. Hau. $13,000, and the big item that I mentioned off the record 
is $300,000. 

( Discussion off the record.) 

Mr. Tomas. How much of this figure of $438,000 is an estimated 
figure ? 

Mr. Hau. This is based on our actual experience for the period 
up to date. It is a projection of those statistics for the balance of 
the year. To that extent it is estimated. 

Mr. Tuomas. Of this $438,000 how much have you already 
expended ? 

Mr. Esres. I think that I would have to supply a record of ex- 
penditures to date for the record. 

Mr. Tuomas. A half, a third, or what? 

Mr. Estes. Better than a half. The rate imcrease started last 
August. 

Mr. Txomas. Mr. Bow, do you have a pretty good guess on this? 

Mr. Bow. I think about half. We have gone into this. 

Mr. Tuomas. What about this $6,014,900 pay act increase? Is that 
your total increase ? 

Mr. Hai. Yes. 

Mr. Tuomas. Have you absorbed any of it? 

Mr. Hatt. No, sir. 
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Tuurspay, Marcu 5, 1959. 
EXMERGENCIES IN THE DIPLOMATIC AND CONSULAR SERVICE 
WITNESSES 


WILLIAM O. HALL, DEPUTY ASSISTANT SECRETARY FOR BUDGET 
AND FINANCE 


Program and financing 



































| Presently | Revised Increase 
| available | estimate | 
— —— a a Pee — 
Program by activities: Direct obligations: Unforeseen emer- | 
gencies (total obligations) -....................-.-....-.--.-- $1,000,000 | $1,995,000 | $995, 000 
Financing: Appropriation (new obligational authority) -_-....-- 1,000, 000 | 1, 995, 000 995, 000 
Object classification 
Presently Revised Increase 
| available estimate 
SIIIIIIIIIII-. « sscosccieaietshbetiasiteiiieiniabirhinsiaianaiaetaiiieien eicadeiaiiatiaiiagal | $1, 000, 000 | $1, 995, 000 | $995, 000 





Mr. Tuomas. The committee will come to order. We will now take 
up the item of “Emergencies in the diplomatic and consular service,” 
where you are asking for $995,000. 


GENERAL STATEMENT 


Mr. Haut. Mr. Chairman and members of the committee, the 
amount contained in House Document 58 for “Emergencies in the 
diplomatic and consular service” is $995,000. 

The estimate includes $495,000 to meet the unanticipated costs of 
evacuating dependents of Foreign Service personnel from Iraq, Leb- 
anon, and Jordan during the crisis last summer and $500,000 for a 
special classified project. 

Of the $495,000 requested for emergency and evacuation costs $120,- 
123 is required for travel, $250,856 for special cost-of-living allow- 
ances, $22,308 for separate maintenance allowances, $72,768 for hard- 
ship differentials, $18,672 for contractual services, $8,993 for overtime, 
and $1,280 for supplies. 

In connection with the evacuation the Department authorized 
payment of special cost-of-living allowances or separate maintenance 
allowances in lieu of per diem for official personnel and their families. 
The special cost-of-living allowance authorized provided payments 
based on the per diem rate at the safe-haven post for the first 30 days 
and two-thirds of that rate thereafter until return of the evacuees to 
the post or transfer of the employee. A separate maintenance allow- 
ance was paid to employees whose dependents for compelling reasons 
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were returned to the United States or in those cases where dependents 
were unable to accompany employees assigned to evacuated posts, 
The additional funds for salary differenti: ls are needed to meet the 
extra costs resulting from higher differential rates caused by'the crisis, 

The estimate also covers the costs of travel of evacuees to safe-haven 
posts, including return to the United States when justified for reasons 
of health or other emer gency factors. The evacuation from Baghdad 
was accomplished by means of four chartered planes. This method 
of evacuation was used in lieu of commercial transportation which 
would have been more expensive and inadvisable under the circum 
stances. 


Expenses incurred at Rome which was designated as the sufe-haven 
post totaled $28,945, including $18,672 for contractual services, $8,993 
for overtime and $1,280 for emergency supplies. 

Mr. Chairman, this completes my formal statement. I will be glad 
to answer any questions you may have regarding the estimate for 
evacuation. 


With your permission I will discuss our request for the special classi 
fied project off the record. 
Mr. THomas. Page 1 of your justifications states : 


Additional funds are requested to provide the costs of emergency projects 
and evacuation of dependents of Foreign Service personnel from certain coun- 
tries in the Middle East and for special project planning for the preservation of 
life or property. 


You have only two items here, $495,000 for emergency and evacua- 
tion costs to meet the anticipated costs of evacuating dependents of 


Foreign Service personnel from Iraq, Lebanon and Jordan. Could 
you get by without the $500,000 for special project planning? 


JUSTIFICATION OF ESTIMATES FOR EMERGENCY AND EVACUATION COSTS 


We will insert pages 4, 5, and 6 in the record. 
(The pages referred to follow :) 


JUSTIFICATION 
LEBANON 


Internal disorders began in Lebanon early in 1958 with sporadic but increasing 
bombings. On May 8 anti-government elements launched an insurrection osten 
sibly aimed at preventing the reelection of President Chamoun. 

As the civil disturbances spread, USIS branch libraries in Tripoli and Beirut 
were destroyed. Increasing danger to American lives became apparent. As 
a result, from June 15 on, for a period of several weeks, a total of 279 dependents 
of U.S. Government personnel were evacuated to Italy by regularly scheduled 
commercial aircraft. Some 700 private American citizens elected to depart Leb- 
anon during the same period at their own expense. At the same time 
placed on the travel to Lebanon of all dependents of newly 
there. 

Meanwhile the American Embassy at Rome established an emergency section 
to meet evacuees at the airport, to arrange for their transportation to hotels 
where reservations had been made and to provide the usual welfare and pro 
tection services afforded to all Americans in need of assistance abroad 

Evacuees from Lebanon were authorized to return to their posts on October 
18, shortly before the departure of the remaining U.S. military forces in the 
country, any further danger to American lives by then having been minimized 
by the establishment of a new government and the restoration of order 
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IRAQ 


On July 14, as the result of an Iraq Army coup d’etat, the monarehy and gov- 
ernment of Iraq were overthrown. Civil disorder ensued immediately. (Sev- 
eral private American citizens, among other non-Arabs, were dragged from their 
hotel rooms and dismembered by mobs before any aid could be summoned.) 
Americans were assembled as far as possible within the Embassy compound. On 
July 17 the Department ordered the evacuation of all dependents of U.S. Govern- 
ment personnel and chartered four U.S. flag aircraft for this purpose. How- 
ever, a number of days elapsed before the Iraqi revolutionary regime permitted 
any of these aircraft to land in Iraq, and then only three flights per week be- 
tween specified hours. Most of the flights loaded in Baghdad; one lifted de- 
pendents from Basra and then completed its loading in Baghdad. From there all 
planes flew the evacuees to Rome via Ankara. Three hundred and fifty-nine 
dependents of U.S. Government personnel and some 355 private Americans (the 
latter at their own expense) were evacuated. The Department has not author- 
ized the return to Iraq of the dependents evacuated to Rome who have not other- 
wise been transferred with the employee to another assignment. 


JORDAN 


Shortly after the coup in Iraq, the political situation in Jordan hung in the 
balance. In these circumstances, the Department authorized the evacuation to 
Rome of dependents of U.S. Government personnel in Jordan. A total of 279 
dependents of Government employees was evacuated to Italy by regularly 
scheduled commercial flights. 

With the stabilization of the situation in Jordan, these dependents were au- 
thorized to return to Jordan beginning on December 5. 

General 

With the exception of the mob violence which occurred before any protection 
could be afforded, and which regrettably resulted in the death of three private 
citizens in Baghdad (mentioned above), the evacuation of American civilians 
from Lebanon, Iraq, and Jordan was completed without any other loss of lif 
or injury. 

EMERGENCY AND EVACUATION COSTS 


Following is a summary of emergency evacuation costs by post and by type of 
expense : 





Lebanon | Iraq Jordan Rome | Total 
— — eee - - ——— ——EEEEEee oo - — SS SE 
Allowance and differential: 
Overtime... jn wien . = $8, 993 $8, 993 
Special cost-of-living allowance wat $112, 576 | © $120,604 $17, 586 250, 856 
Separation allowance ¥ | 10, 236 11,473 599 ; 22, 308 
Hardship differential ae 28, 320 44, 448 . 72, 768 
Subtotal___. sealed san ant 151, 132 | 176, 615 | 18, 185 8, 993 354, 925 
Travel ctaiceuns 49, 955 | 62, 699 7, 469 120, 123 
Contractual services oa BSE sacccusies 18, 672 18, 672 
Supplies and materials Sees male aatal ei ‘ 1, 280 1, 280 
Th ienny deed sastiin ts eaiigrgdaciatatiaaes macs 201, 087 239, 314 25, 654 28, 945 495, 000 


Mr. Tuomas. Could you get by without the $500,000 for special 
project. pl: ane 

Mr. Haru. No, we cannot get by. 

Mr. THOMA‘ 1s. How much of that $495,000 have you already spent? 

Mr. Hau. It has all been spent. It is an actual obligation figure. 

Mr. Tuomas. How did you arrive at the figure of $500,000 for 
your planning ? 

Mr. Hatt. May I justify this off the record ¢ 

(Discussion off the record.) 
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Tuurspay, Marca 5, 1959, 
CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 


WITNESSES 


FRANCIS 0. WILCOX, ASSISTANT SECRETARY FOR INTERNATIONAL 
ORGANIZATION AFFAIRS 


Program and Financing 


oma ~ eueqrecenien 














Presently Revised | Difference 
available estimate (+ or —) 
' 
zit 
Program by activities: | 
United Nations and specialized agencies: | 
ee bidet $16, 562,250 | $21,505,396 | +$4, 943, 146 
ihn: IIe CS oid oth sn tt cnmconmnpesiosesuee 15, 436, 264 | 15, 436, 264 |............ 
Rh npecihiiamnitaneioaen 31,998,514 | 36, 941, 660 +4, 943, 146 
Inter-American organizations: Subtotal._...............-- 5, 949, 250 | 6,900) 900 besecececcen 
Regional organizations: Subtotal a 1, 745, 632 | 1, 745, 632 
Other international organizations; Subtotal_..........._.. 2, 134, 057 | 2, 134, 057 diane 
SS neminens Tadnseacine 41, 827, 453 46, 770, 599 | +-4, 943, 146 
Financing: Appropriation GRIPE). --——rne-—errnnnnen} 41, 827, 453 46,770,599 | +-4,943,146 











Obligations by objects 





Presently Revised Difference 
| available estimate | (+ ar-) 
: | , as = 
07 Other contractual services: Services performed by other 
ne a nan daueecgebntentigniy=—neyp~< $451, 400 | oe 
11 Grants, subsidies, and contributions....................-. | 41,376, 053 46,319,199 | -+-$4, 943, 146 
aan Gennes... atin ee a a | 41,827,453 | 46,770,599 +4, 943, 146 


Mr. Tuomas. We will now take up contributions to international 
organizations, where you are requesting $4,943,146. Your pro rata 
part is 32.51 percent. 

We will insert page 1 in the record at this point. 

(The page referred to follows :) 


(H. Doc. 58) 


CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS, STATE, 1959 


Neen ee ee eo casei boacieensodhemsnmsinitadesineaseasmisihanesananimenepepel $4, 943, 146 
a acme aan equonenbiaiuennineinnianiinanumalets -. 41, 827, 453 
Neen dats sonscsinich demtes'cstisubebebcbunenmtes 39, 979, 627 
Expenditures to Jan. 31, 1959______________ Selection hbtciiaeskieuiidah. * aE 
Budget estimate next fiscal year______.______._-_______ aan _._. 48, 345, 000 
i eters leona a a None 


PURPOSE AND NEED FOR SUPPLEMENTAL APPROPRIATION 


The amount requested of $4,943,146 consists of the U.S. share of the assessed 
portion of the costs of financing the United Nations Emergency Force (UNEF) 
for the calendar year 1959. 
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GENERAL STATEMENT 


Mr. Witcox. Mr. Chairman and members of the committee, a sum 
of $4,943,146 is requested to pay the U.S. assessment for the United 
Nations Emergency Force for calendar year 1959. 

As you will recall, following the outbreak of hostilities in Egypt in 
October 1956, at the time of the Suez crisis, the United Nations was 
faced with the problem of restoring peace in the area. First, it was 
successful in obtaining a cease fire, and, then, in order to facilitate the 
withdrawal of foreign troops it resolved to establish a United Nations 
Emergency Force (ON EF). 

According to the terms of the resolution of November 5, 1956, the 

mandate of the force was “to secure and supervise the cessation of 
hostilities on Egyptian territory.” It was later elaborated by a reso- 
lution of February 2, 1957, which stated that “scrupulous mainte- 
nance of the armistice agreement requires the placing of the UNEF 
on the Egyptian-Israeli demarcation line.” 

The Force was originally composed of troop contingents from 10 
countries, Norway, Sweden, Denmark, Canada, C olombia, Brazil, 
Finland, Yugoslavia, India, ‘and Indonesia. These countries—which 
do not include any of the great powers—represent every region of 
the world. At first the Force consisted of about 6,000 men. It now 
consists of some 5,000 men from seven countries and is stationed in 
positions between Egypt and Israel, as well as near the entrance, to 
the Gulf of Aqaba. Since its inception the contingents of three coun- 
tries—Colombia, Finland, and thdbnehis have been withdrawn pri- 
marily for financial reasons. 

The creation of the Force represents one of the outstanding achieve- 
ments of the United Nations, and has demonstrated that organiza- 
tion’s capacity for effective action. The success of UNEF can be 
attributable to many persons and many nations, high on the list. be- 
ing the Secretary General, Mr. Dag Hammarskjold, and his staff, 
whose drive and ‘administrative talents translated a resolution of the 
General Assembly into a force in being on the spot in a matter of 
only 8 days. 

The existence of UNEF has contributed greatly toward maintain- 
ing a measure of stability in the area of its responsibility. In his 
report of August 27, 1958, the Secretary General of the U nited Na- 
tions notes that “the operation of UNEF through this year, in all 
respects of its task, has continued to produce the same favorable re- 
sults described in previous reports,” and that “during the period 
covered in this report, virtually unbroken quiet has prevailed along 
the entire line between Egypt and Israel.” This situation is all the 
more noteworthy when one considers the heightened tensions in cer- 
tain other aspects of Middle East affairs. 

The United States wants a stable situation in which there can be 
orderly growth and development in the area. We therefore fully 
support the UNEF undertaking, which, together with other U.N 
initiatives, has contributed toward that goal. 

UNEF costs during the first calendar year of its existence were 
$30 million; during the second year (1958) they were $25 million. 
For calendar year 1959, a sum of $19 million has been authorized by 
the U.N. General Assembly. Although there is no specific terminal 
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date on the existence of UNEF, it might well continue during cal- 
endar year 1960. 

Despite the substantial decrease in UNEF costs, the sums involved 
represent a large additional burden on an organization whose 
regular budget has been about $55 million annually, Hence addi- 
tional assistance in the form of voluntary contributions has been re- 
quired in order for the U.N. membership as a whole to be in a position 
to shoulder this additional budgetary load. For its part, the United 
States granted special assistance totaling approximately $13 million 
to UNEF during its first 2 years, using funds appropriated under the 
mutual security program. When added to the U.S. assessment for 
the same period (also about $13 million). the United States has thus 
paid about 47 percent of the authorized UNEF appropriations of $55 
million. Our support of UNEF in this respect contrasts sharply 
with the negative attitude of the Soviet bloc, which has continuously 
maintained that these costs should be borne by what they called the 
aggressor nations, i.e., Israel, France and the United Kingdom. 

In line with our previous "policy and taking account of the extra 
costs of the United Nations Observer Group in Lebanon which had 
to be added to the U.N. budget, the United States has pledged a 
special voluntary contribution of $3.5 million to UNEF for calendar 
year 1959, subject to appropriation of the necessary mutual security 
funds. This amount, when added to the U.S. assessment of $4.- 
943,146, here requésted, would mean that our support of the author- 
ized UNEF expenses of $19 million would be at a level of about 
4.5 percent, 1.e., a somewhat smaller percentage than the 47 percent 
which we paid for the first 2 calendar years. 

That part of previous U.S. assessments to U.N. which concerned 
UNEF has been handled as a supplemental fiscal year request. In 
view of the urgent cash requirements of the Organization, we are fol- 
lowing the same procedure this year. 

When account is taken of the possible consequences of an outbreak 
of hostilities in the Near East area, it becomes evident that the stabi- 
lizing presence of the U.N. Emergency Force constitutes a great bene- 
fit both to the free world in general and to the United States in par- 
ticular. I am convinced that the contribution which UNEF has made 
to peace in the Middle East—if it could be measured in financial 
terms—is worth many times the amount we have contributed toward 
its existence. 

Mr. Tuomas. You say on page 1: 

The amount requested of $4,943,146 consists of the U.S. share of the assessed 


portion of the cost of financing the United Nations Emergency Force for the cal- 
endar year 1959. 


You say on page 4: 

The U.S. share of the $15,205,000 assessment for 1959 at 32.51 percent amounts 
to $4,943,146. 

That is according :to law... How much of this is a guess figure? 

Mr. Wircox. It is very accurate, Mr. Chairman. This is the amount 
that has been assessed. 
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PARTICIPATION IN ORGANIZATIONS 


Mr. Tuomas. What will be our participation / 

Mr. Wivcox. The $4,943,146 is to pay the U.S. assessment to the 
U.N. Emergency Foree. That Force was created, as you may recall, 
by the General “Assembly at. the time of the Suez crisis, and this total 
amount of $19 million is necessary to keep the Force going for another 
year. Our share of the assessed portion of that total amount would 
be $4,943,146. 

Mr. Tuomas. How many troops are involved, and so forth? Do 
you have a table of the troops? 

” Mr. Witcox. Yes. There are about 5,000 troops in this area along 
the borderline between Egypt and Israel. They are now furnished 
by seven countries. 

Mr. Tuomas. And the whole $19 million is to supply the troops? 

Mr. Wixtcox. The $19 million is to take care of the maintenance of 
those troops for the calendar year 1959. The United States, of course, 
does not furnish any troops. The seven countries that, furnish the 
troops are Canada, Brazil, India, Yugoslavia, Denmark, Norway, and 
Sweden. There were 10 countries at the outset. 

(The following was supplied later :) 


Composition of UNEF 








Initial Present 
1. Brazil — 537 | 630 
2. Canada 1, 188 982 
3. Colombia 526 
4, Denmark 3838 470 
§. Finland. 253 | 
6. India_ 944 | 1, 166 
7. Indonesia-- 584 | 
& Norway 455 571 
9. Sweden. ‘ 325 502 
10. Yugoslavia 759 676 
Total ‘ 5, 959 | 4, 997 
| 
Note.—Since its original composition the Indonesian, Finnish, and Colombian contingents have been 


withdrawn, 


I have here a large map if you would like to see where these troops 
are deployed. There are some in the two very sensitive areas of the 
Gaza strip and the entrance to the Gulf of Aqaba. 

Mr. Tuomas. Why did we not furnish any troops? How did we get 
out of that? 

Mr. Witcox. At the time the General Assembly authorized this 
force it was felt undesirable to include any of the great powers. If 
we had furnished troops the Soviet Union would have furnished 
troops and then difficulties would have arisen on that score. It was 
considered better to have it made up only of countries other than the 
great powers. 

Here [indicating] are the two sensitive areas along the Gaza strip 
where there is a large number, about 3,900, of these troops stationed, 
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as well as down here along the Strait of Tiran, which is a very sensi- 
tive area, as you know. The troops patrol this area between the Gaza 
strip and this area here along the armistice demarcation line between 
Egypt and Israel, and also the upper portion of the Gulf of Aqaba. 

The effectiveness of these troops, I think, will be indicated by the 
fact that there have not been any significant border incursions, or any 
disturbances of any consequence over the last couple of years. Prior 
to the installation of these troops, of course, there were a great many 
outbreaks, border incursions, and a good deal of violence. 

Mr. Tuomas. How did you arrive at the dollar mark ¢ 

Mr. Witcox. Well, the dollar mark is arrived at by the fact that we 
have done everything we can to encourage other members of the 
United Nations to make a contribution to the maintenance of these 
ro —— 

r. THomas. Do we pay the troops a uniform salary, or is the pay 
seas relegated back to the contributing country ? 

Mr. Wircox. Each country maintains its own forces and pays those 
forces with the exception of food and certain equipment. 

Mr. Tuomas. What is this $19 million to cover / 

Mr. Wiicox. This covers food, transportation, and the various 
expenses that would be involved in the maintenance of these forces 
in that area. It also includes an allowance, approximately 86 cents 
a day, which the U.N. grants these troops that are stationed in this 
area. 

Mr. Tuomas. It does not include any pay as we call it in this 
country ¢ 

Mr. Wucox. No, sir. 

Mr. THomas. Does it include the purchase of any equipment? 

Mr. Witcox. It does include the purchase of equipment. For 
example, the United Nations purchases from the U.S. Defense 
Department certain materials for which we are competely reim- 
bursed. Things like jeeps, trucks, radio equipment, and so forth, 
will come out of this $19 million. 

I might say, Mr. Chairman, in my humble opinion, this very small 
amount has contr nr substantially to the maintenance of stability 
in the Middle EF: 

Mr. Tuomas. That is a good statement. 

Mr. Witcox. It is a great insurance policy that helps guarantee 
peace in the area. 
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Object classification 


ee 








Presently | Revised | Difference 
available | estimate | (+ or-—) 
‘Total number of permanent positions___-_---_- 6 6 Tes 
Full-time equivalent of all other patene ee eS ee 3 | 4 | +} 
Average number of all employees----_--...-__- | 8 C 
Number of employees at end of year- 5 | 5 | : 
01 Personal services 
Permanent positions___-__- iki hadstidhe dbaccneleds $33, 000 | $33,000 |_.__- . 
Positions other than permé anent- a aia 40, 000 2,000 | +$22, 000 
Other Peete: Serviees. .. ..... 2... 26.2. ~es- jude 16, 000 16, 000 | 
Total personal services_._....---.--- a | 89,000 | 111, 000 | +22, 000 
a Rialto a te | 1, 003, 000 | 1, 750, 400 | +747, 400 
ee ES —Eeee ee ee 5,000 | 10, 000 +5, 000 
04 Communication services__..............-- inte 10, 000 | 35, 000 | +-25, 000 
05 Rents and utility services_............----- : 20, 000 100, 000 +80, 000 
06 Printing and reproduction_-.-__......---- oe 2, 400 | 5, 000 +2, 600 
07 Other contractual services. -...........-..--.--..- 76, 800 340, 800 + 264, 000 
Services performed by ot her age ncies aie eee 73, 200 68, 200 —5, 000 
Representation and entertainment_.--_-_- sndaamne 60, 000 70, 000 +-10, 000 
08 Supplies and materials__............-- ae ee ‘ aaa 10, 000 | 26, 000 | +16, 000 
pe EE ee Se es pecdeok 4,000 | 8, 400 | +4, 400 
11 Grants, subsidies, and contributions. ____- ts ; ote! 246, 200 | 273, 200 | +27, 000 
ee Ee oe 400 | 2, 000 +1, 600 
Total obligations !___.......-- i = 1, 600, 000 2, 800, 000 +-1, 200, 000 


1 Distributian*based on 1958 experience. 


Mr. Tuomas. Let us take up this item of “International contingen- 
cies,” where you are requesting $1,200,000. 


GENERAL STATEMENT 


Mr. Wicox. Mr. Chairman and members of the committee, I appre- 
ciate very much the opportunity to appear before you today to request 
additional funds for the international contingencies appropriation. 
As you are aware, this fund is used to finance the participation of the 
U.S. Government in international conferences, meetings, and related 
activities. The amount which we are requesting is $1,200,000. 

Our original request for fiscal year 1959 was $2,400,000, of which 
$1, 600,000 was appropriated by the C ongress. Subsequently, as con 
ferences were scheduled and took place, it became apparent that the 
appropriated funds were not sufficient to permit our effective partici- 
pation in international conference activities beyond the third quarter 
of the fiscal year. 

The additional sum required over our original estimate results from 
new activities which could not be anticipated and in whieh we have 
participated, or will participate, before the end of the fiseal year. In 
spite of savings in our projected program the conference participation 
funds were exhausted on Febr uary 17, 1959. Since that time we have 
been able to continue participating in conferences only by utilizing 
funds from the President’s emergency fund until a supplemental 
appropriation could be made available. . 

The new major conferences that developed are: 

The special emergency session of the United Nations General As- 
sembly which met in New York last August to deal with the Middle 
Fast crisis. 

The discussions on the suspension of nuclear tests which opened in 
Geneva last October 31 and are still in session 

3. The conference on surprise attack which was held in Geneva 
November 10 to December 18, 1958. 
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4. 400 
27, 000 
+1, 600 
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4, The 12th Assembly of the International Civil Aviation Organi- 
gation to be held in San Diego, Calif., next June. 

5. The international conference on Antarctica which will probably 
be convened before the end of the current fiscal year. 

6. A Foreign Ministers meeting which will, in all likelihood, be 
convened before the end of the fiscal year. 

We have participated, or are in the process of participating, in the 
first four major conferences. The latter two are not definitely sched- 
uled as yet. Current discussions indicate, however, that they will both 
be convened prior to the close of this fiscal year. 

The estimated costs of the last three conferences are included in our 
supplemental request. They are as follows: 


Civil Aviation Conference (hostship costs) ----.-.----------------- $191, 000 
I OT a nse pepo bod sta mpepm inch ae ota hig ts mimigl lien tigin 1m bane hapa ea ieee 150, 000 
SIDS * IR rene eeeemanctnnininienchehe ceutetaiiinnmneeiaedigeb 300, 000 

Metet i h re e)  S  e ___ 641, 000 


Effective participation by our Government in the conferences I have 
referred to is essential in order to promote the national interests 
of the United States and to achieve the objectives of our foreign 
policy. It is in such conferences that the world is offered some of its 


‘best opportunities to move toward peace. It is in such conferences, 


too, that our delegations can exert a great deal of influence if they 
are effectively organized and properly staffed. 

In addition to the six new major conferences there are many other 
“regular” conferences in which the United States is committed to 
participate and which we hope to finance this year out of the supple- 
mental fund. Many of these are recurrent meetings of the United 
Nations and its specialized agencies. They include: 


Estimated coasts 


1. The 28th session of the Economic and Social Council to be held in 

Gaemewe:;it (iibi54-005. oe ee el ae $21, 000 
2. The 14th session of the Economic Commission for Europe to be held 

OS a ee, eS URES Ae es See ey aan Oe 6, 000 
38. The Sth session of the Economic Commission for Latin America to 

Bo RG 1 Tae Sma. Ta ah kn heli ea ere cd creas echo emregenc eee 8, 500 
4. The 13th session of the Food and Agriculture Council to be held in 

See 200 NO he tisk ace ds ee hee ee Oa .. 6, 800 
5. The 43d conference of the International Labor Organization to be 

held in Geneva in June_________- ead : 51, 000 


6. The 9th plenary assembly of the Radio Consultative Committee of 
the International Telecommunications Union to be held in Los 
Angeles in April___- iden cccbitben eee iets cue ee a eet) F 89, 300 
-. The 12th assembly of the World Health Organization to be held in 
reneva in May amie deat hundgtosnEencsbkae 27, 800 


Bho ON. eee die 

The conferences which we hope to finance out of supplemental funds 
include the three major conferences listed above for a total of $641,000 
and the seven regular conferences listed in the preceding paragraph 
for a total of $210,400. Thus, the total sum required for these 10 
conferences is $851,400. The remaining $348,600 in the $1,200,000 
supplemental request is required to finance approximately 60 meetings 
listed in detail in the financial plan which you already have before 
you. 


Total 
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I would like to call to the committee’s attention Public Law 85-448, 
which was unanimously agreed to by the Congress and finally ap- 
proved June 4, 1958. Under that law, Congress ‘authorized an appro- 
priation of $200,000— 


for the purpose of defraying the expenses incident to organizing and holding the 
12th session of the Assembly of the International Civil Aviation Organization in 
the United States. 

At the last session, the Department’s request for a supplemental] for 
this purpose was denied. Following this action, the matter was 
discussed with members of the Appropriations Committees of the 
House and the Senate. Asa result of these conversations, the Depart- 
ment was advised to proceed with arrangements for this meeting. 
This has been done and now that many of the physical arrangements 
have been completed our revised estimate is $191,000. 

There is an immediate need for these supplemental funds. As I 
mentioned earlier, our participation in conferences today is made 
possible only through the use of the President’s emergency fund, 
These funds are extremely limited and our continued participation in 
international conferences is dependent upon obtaining a supplemental 
appropiration. 

Mr. Chairman, that concludes my statement. U.S. leadership in 
such conferences is one of our most effective ways of waging peace. 
The returns to our Government cannot be measured in financial terms. 
In view of the urgent need, I hope very much the Congress will make 
the $1,200,000 available at an early date. This will make it possible 
to continue our participation in international conference activities 
which is an integra] and important part of our foreign policy, and to 
repay the allocation from the President’s emergency fund. 

Mr. Tuomas. That was a fine statement. 

Mr. Wixcox. Mr. Chairman, this request for $1,200,000 is to enable 
us to finance the participation of the United States in various inter- 
national conferences and meetings which are scheduled between now 
and July 1. 

Our original request for this item, Mr. Chairman, was $2,400,000, 
of which only $1,600,000 was appropriated by the Congress. Since 
that time it has become apparent, indeed it became apparent to us 
as long ago as last July that we would not be able to complete our 
schedule of important international conferences with this amount of 
money. Also, since that time very important international con- 
ferences have been scheduled which were not then scheduled. 

Mr. Tuomas. Read them into the record. 

Mr. Witcox. Since we presented our request the special emergency 
session of the United Nations General Assembly met in New York 
on the Middle East crisis last August. The three major conferences 
that make up the bulk of our request have been scheduled since we 
last appeared before Congress. They are the International Civil Avia- 
tion Conference scheduled in June of this year—— 

Mr. Tuomas. How much is that costing? 

Mr. Witcox. $191,000. 
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Mr. Tuomas. Is that a deficiency item or a brand new item? 

Mr. Witcox. That is an item which the Congress approved in a 
bill passed unanimously on June 4, 1958, to defray the expenses of 
holding this conference in the United States. 

Mr. Tomas. You have not spent any more up to now? 

Mr. Witcox. We have had to make some advance payments. 

Mr. Tuomas. How much ¢ 

Mr. Wiicox. About $2,000. 

Mr. Tuomas. What is your second one? 

Mr. Witcox. A conference on Antarctica, which may well be held 
in this country prior to July 1. It will probably be held in June; 
$150,000. 

Mr. THomas. We have heard of that. Have you made any advance 
commitments on that ? 

Mr. Witcox. No, sir. 

Mr. THOMAS. What is your third one? 

Mr. Wircox. The foreign ministers’ meeting. 

| would like to talk about this off the record. 

(Diseussion off the record.) 

Mr. THomas. The next one is your nuclear test suspension dis- 
cussion. 

Mr. Wixcox. That is continuing. 

Mr. Tuomas. How much does that cost ? 

Mr. Wi.cox. That is costing at the rate of about $3.500 a week. 

Mr. Tuomas. What is the next one? 

Mr. Witcox. In addition to the major conferences which I have 
referred to which will require $641,000, there are a number of smaller 
ones—the 28th session of the Economic and Social Council to be held 
in Geneva in June, $21,000; the 14th session of the Economic Com- 
mission for Europe, to be held in April in Geneva, _— the 8th 
session of the Economic Commission for Latin America, to be held 
in Panama in May, $8,500; the 13th session of the Food iu Agricul- 
ture Council to be held in Rome in June, $6,800: the 43d conference of 
the International Labor Organization to be held in Geneva in June, 
$51,000; the 9th plenary assembly of the Radio Consultive Committee 
of the International Telecommunications Union to be held in Los 
Angeles in April, $89,300; and the 12th assembly of the World Health 
Organization to be held in Geneva in May, $27,800, making a total of 
$9210.400. ; 

LIST OF MEETINGS 


The remaining $348,600 in the $1,200,000 supplemental request. is 
required to finance approximately 60 meetings listed in detail in a 
plan that I would like to submit for the record. 

Mr. Tuomas. It may be inserted in the record at. this point. 


7458 59 oOo 
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(The plan referred to follows :) 


Detailed list excluding major conferences—Supplemental international contingencies 
appropriation, 1959 fiscal year 


Activity 


PARTICIPATION IN INTERNATIONAL CONFERENCES 


(a) International organizations: 
1. U.N. organs and subsidiary bodies: 
General Assembly: 
U.N. Children’s Fund (UNICEF) 
istrative Budget Committee. 
Committee on Information from 
Governing Territories. 
U.N. Scientific Committee 
Atomic Radiation. 
Economic and Social Council 
27th sessi ~n sisaiatuitpemtasaekenih . 
Population Commission, 10th session 
Social Commission, 12th session __--- 


Admin- 
Non-Self- 


on Effects of 


Commission on Status of Women, 13th session 


Transp*rt and Communications Commission 


9th session, 


Commission on Human Rights, 14th session 
Commission on Narcotic Drugs, 14th session 


Economic Commission for Europe: 
6th Conference of European Statisticians 
Committee meetings... -__- baa oakca 
Technical working party meetings or meet- 
ings of experts 
Economic Commission for Asia and the Far East: 
15th session 


Working party on telecommunications 
Committees: Nongovernmental organizations 


Security Council: Regular sessions 
Trusteeship Council: 
23d session... 
24th session ‘ 
2. Specialized agencies of the United Nations: 
Food and Agriculture Organization: 
International Poplar Commission, 10th ses 
sion 
Study group on grains, 4th meeting 
International Civil Aviation Organization 
ICAO, 12th session of the Assembly (major 
session). 
PIA Panel 
Joint Aeronautical Information Services Di 
vision/Aeronautical Maps and Charts Di- 
vision (AIS/MAP) 
Visual Aids Panel (VAP) 


International Labor Organization 
ILO governing body, 14I1st session 


Coal mines, 7th session 
Tripartite committee on women’s work 


International Telecommunication Union 
14th session of the administrative council 


ITU, 


United Nations Educational, Scientific, and Cul 
tural Organization: Executive Board, 53d 
session 

World Meteorological Organization: 3d Congress 


1] each, 


Place and time 


New York, Mar 
2-13 

New York, April 
1959 

New York, spring 
1959 


Mexic, Apr. 7-24 

Geneva, Feb. 9-20 

New York, Apr 
27-May 15 


| New York, March 


9-27 
r York, May 
4-15 
New York, Mar 
16-Apr. 10 
Geneva 


May 15. 


Geneva, June 1959 

Geneva, 1959 fis 
cal year 

Geneva, 1959 
cal year. J 


Australia, Mar. 9 
20. 


, Apr. 27- | 


fis- 


Tokyo, Mar. 30- | 


Apr. 7 

New York, 1959 | 
fiscal year 

do 

New York, Feb 
9-Apr. 3 

New York, June 
1959, 


tome, May 7-9 


Rome, May 1959 


San Diego, June | 
16 

Montreal, March 
1959 

Montreal, May 
1959 

Montreal, Sprin 


1959 


Geneva, Feb. 23 
Mar. 13 
Geneva, Apr. 27 
May 8 
Geneva, spring 
1059 
Geneva, May 19 
Paris, May 25 
June 12 


(reneva 


Apr. 1-29 


at IC ex 


Number 


Total 
pense 


4 $1, 000 
4 1, 800 
5 1, 300 
4} 280 
2 | 1, 400 
2 | 800 
3 | 1, 200 
2 600 
3 2, 600 
3 | 4, 800 
3 | 2, 000 
13 | 3, 900 
12 2, 600 
6 6, 500 
1 600 
2 100 
15 500 
3 2, 500 
8 3, 000 
1 1, 100 
2 2, 300 
37 36, 500 
1 300 
0) 6, 5 
] wm 
4 5, 600 
2 2, 300 
2 2, 300 
s 100 
2 3, 700 
x 11, 000 


Detai 
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Detailed list excluding major conferences—Supplemental international contingencies 
appropriation, 1959 fiscal year—Continued 

















ncrves 
Number 
Activity Place and time | at TC ex-| Total 
— pense 
hc caeenenileninihenacsgiestetedibintinanitipiblesipeenpiapieaancenisabianeisigpilainlivtiniiassipinninicitetpemitite mae aeatiae 
- PARTICIPATION IN INTERNATIONAL CONFERENCES—continued 
= (e) International organizations—Continued 
3. Other international organizations: | 
Inter-American: | 
Technical Advisory Council of Inter-Ameri- | Turrialba, March 1 $500 
can Institute of Agricultural Sciences, 4th 1959. 
meeting. 
$1, 00n Agriculture, 5th Inter-American Conference eee, May 24 13, 500 
on. 5-25. 
1, 800 Pan American Highway Congress, meeting | Buenos Aires, 1 1, 300 
= of technical committee on terminology. Mar. 17-21. 
1. 300 } Pan American Highway Congress, meeting | Lima, Mar. 9-13 1 1, 000 
' of the technical committee of experts on | 
development of governmental highway 
2, 800 erencies. | 
1’ 400 IA-ECOSOC, permanent technical commit- | Montevideo, 3 | 3, 000 
" 800 tée on ports, March. 1959. | 
Indian Conference, 4th Inter-American_......| Guatemala, May 3 1, 700 
16-25. 
1, 200 PASO, executive committee, 37th............ | Waebetem. |) binss. Sad 200 
600 | June 1959. 
Inter-American Commission of Women, 14th |__.._do poten lenanitiicne teed 500 
2 600 General Assembly. | | 
} IATC, meeting of technical committee of | Washington, {..-..... --| 200 
4. 800 experts on travel plant. spring 1959. | 
: Directors of tourism, immigration, and | San Salvador, | 5 2, 500 
customs, April 1959. 
2 00 Commodities: p | 
3 900 International Cotton Advisory Committee | Washington, « j|____.._..- 7, 500 
, | 18th plenary meeting. | May 13-22 
2 800 International Rubber Study Group, manage- | London, May | 2 2, 000 
oe ment committee. } 1959, | 
International Wheat Council, 26th session...| London, spring | 2 2, 000 
6. 500 - | 1959. | 
- Fisheries: | 
600 — Whaling Cémmission, 11th | “London, June 22. | 1 1, 100 
meeting. 
100 Internaticnal Commission for Northwest | Montreal, June 1 | 7 1, 500 
\ Atlantic Fisheries. 
500 Others: | | 
: Conference on the Revision of the Agreement | Trinidad, Mar. 9_-| 8 4, 300 
2 500 and 28th Caribbean Commission. 
ta South Pacific Commission: 19th session and | Rabaul, New | 5 12, 000 
3. 000 4th South Pacific conference. | Guinea, May | 
oo | 13-17, 
Southeast Asia Treaty Organization: Council | Wellington, Apr. | 40 47, 000 
meeting, 5th. | 810 | 
1. 100 International Atomic Energy Agency: Board | Vienna, 1959 3 3, 400 
’ of Governors and working parties. fiscal year. | 
2. 300 (6) Other international conferences | 
P Intergovernmental Committee for European Migration | Geneva 4 4, 700 
56, 500 (ICEM): Executive committee, 12th, and ICEM | 
ys council, 10th session. | 
300 General Agreement on Tariffs and Trade (GATT) 
’ Contracting parties to GATT: 14th session. -. Geneva, May 22 26, 500 
as 11-30. 
» 500 Committee meetings (8 meetings) . Geneva, January- | 8 8, 800 
| June. 
300) Dairy Congress, 15th International. ao June 29 4 3, 500 
July 4 
Suspension of nuclear tests, negotiations on political | Geneva, Oct. 31. | 9, 200 
5, 600 aspects ee 
7 Administrative support costs for Geneva contribu- ‘ 2 ined | 51. 700 
9: tions. j 
2, 300 Coffee Study Group- - 15, S00 
2 300 General Agreement on Tariffs and Trade _. 12, 000 
100 scanner dade . | 348, 600 
' 
3, 700 
Mr. Tuomas. Is there any degree of certainty attached to that ex- 
1, 000 


pense of $300,000, or is that just planning? 
Mr. Witcox. No, sir. We have all the meetings listed here. 
Mr. Tuomas. And we are going to go through with all of them? 
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Mr. Wiicox. There is always the possibility, Mr. Chairman, that 
something might happen to throw the Foreign Ministe srs’ meeting off 
the track. We think it will be held, but we are preparing a reply 
now to the Soviet Union’s recent le — : 

Mr. Tomas. You have three big ‘items in here that will total 
$641,000 and the list that you put into the record will cost $348,600, 
and that will leave us about $250,000 to cover the ones that you are 
justifying. 


Sum 


JUSTIFICATION OF THE ESTIMATE 


We will put pages 4, 5, and 6 of the justifications in the record at I. | 
this time. 
(The pages referred to are as follows:) 


JUSTIFICATION OF ESTIMATE | 
PURPOSE AND NEED FOR SUPPLEMENTAL APPROPRIATION 


Additional funds in the amount of $1,200,000 are requested primarily for 
activities that have developed since the budget for 1959 was submitted. 

The new activities which have developed include the emergency session of 
the United Nations General Assembly (New York); discussions on nuclear test 
suspension (two meetings—Geneva) ; Inter-American foreign ministers meeting 
(Washington); discussions on prevention of surprise attack (Geneva); US. 
host cost for the Twelfth Session of the Assembly of the International Civil 
Aviation Organization (San Diego), authorized by Public Law 85-448; a pending 
International Conference on Antarctica, and a possible foreign 
meeting. 

The 1959 appropriation of $1,600,000 is two-thirds of the $2,400,000 the De 
partment requested. The Department has operated the conference ,program 
in the manner it believes to be in the best national interest. The size of the 
official U.S. delegations financed by this appropriation have been kept at a 
minimum, as have supporting staff and services. Government personnel in 
posts neighboring the sites of the conferences have been utilized to the fullest 
and only expert personnel have been sent from Washington. Perth accom- | 
modations for travelers have been eliminated on flights of less than 18 hours 
duration. However, increasing costs, conferences lasting longer than antici- 
pated, and new activities which had developed since enactment of the fiscal 
vear 1959 appropriation cause the Department to request supplemental 


hew 
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funds 
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that INTERNATIONAL CONTINGENCIES, 1959 
g& off Summary of obligations (July 1, 1958-January 31, 1959) plus additional estimated 
‘eply requirements (February 1—June 30, 1959) 
a —— 
total Fiscal year 1959 
, > 
600, ———<7 
1 are Activity Obligations | Estimated | 
July 1- requirements | Total 
Jan, 31 Feb.1- | estimates 
June 30 | 
{ 
icelandic ii nisi sein ee ae nas ~ =} = 
rd at I. Participation in international conferences: | 
a (a) Meetings of international organizations: } 
1. U.N. organs and subsidiary bodies: | 
General Assembly .---.--.---.---- one $456, 273 | $4, 100 $460, 373 
Economic and Social C ouncil...._.----| 53, 075 67, 900 | 120, ¢ 
Security Council eee coos Se 75 500 | 575 
Trusteeship Council ...............---- 1, 560 5, 500 7, 060 
International Court of Justice -.......- 2, 450 Lacie 2, 450 
Total, U.N. organs and subsidiary 
Re Reece rea 513, 433 78, 000 | 591, 433 
rn a -_ - ———— 
cw 2. Specialized agencies of the U.N.: | | 
Food and Agriculture Organization _--- 19, 719 | 12, 602 | 32, 321 
on of International Civil Aviation Organiza- | | | 
I 0 ORB piacisis wine main minario 56, 762 | 234, 600 291, 362 
r s JOT). . . ~~ ---~-~--- ~~ ~~ = ~~ + = eee oot, ya OU 
: test Interns itional Labor Organization. * 7, 550 | 61, 200 } 68, 750 
eung Intergovernmental Maritime Con- 
Usa) sultative Organization.............-- OO 6 et | 21, 800 
Civil International Telecommunication t 
. at nion. ceepidheniice ee Sr. 44, 675 | 89, 400 | 134, 075 
nding 1.N. Educational, Scientific, and Cul- | 
iSters tural Organization ................. al 73, 114 3, 700 | 76, 814 
World Health Organization .....-- een 4, 300 27, 800 | 32, 100 
| World Meteorological Organization... 5, 455 11, 000 | 16, 455 
e De Investigations—ILO and WHO-...... 5, 360 | 9, 140 | 14, 500 
gram = cor 
f the | Total, specialized: agencies of the | | 
‘ WN hte es cont hesmiaaed one 238, 735 449, 442 | 688, 177 
a a —— = = —— OO 
el in 3. Other international organizations: 
ulles a i nn ican 33, 6 24, 400 58, 071 
ullest Scientific unions.............-.- WP Neonens ac wapatial , 8, 526 
CCOMm- } ee ns 24, 500 11, 500 | 36, 000 
hours NN are o cca anie i 23, 225 2, 600 25, 825 
ntici- QUE. .ccanccke ls esbilskat Juke token 106, 718 66, 700 | 173, 418 
tiscal Total, other international organiza- | | 
nds. tions BS Bo Stihasccmeit Ppt Popes 196, 640 105,200} 301, 840 
Total, international organizations 948, 808 _ 2, 2 642 2 1, 581, 450 


(o) Other international conferences__........-.-.- Ss 335, 450 


890, 650 





Total, participation in international conferences | 1, 284, 258 1, 187, 842 | 
IT. missions on special assignments ----- 28, 800 | 27, 400 | 


Ill, Partie ipation in new or provisional inte rnational organi- | 
SORT SURO so wince pic pnninpinnewiccetsiscs : 39, 120 232, 580 | 





ME. abba cosecenteses prenenenbsweeats es shine 1, 352, 178 l, 447, 82 | 2, 800, 000 
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Mr. Tuomas. Is it a fair assumption that you have from $100,000 | 
to $200,000 for cushion in these estimates ? saa 

Mr. Witcox. No, sir. We have been very careful under instruc. | 
tions from Mr. Henderson and the Bureau of the Budget. We cal- | _— 
culate those things just as carefully as we can. It is entirely pos- — qotair 
sible that because of the changes made in connection with some con- | Fullt! 
ferences we may be able to make some savings, but because of q Numb 
change. of date one way or the other we might get caught without 
sufficient funds. 

Mr. Tuomas. You area gentleman and a scholar. 

Mr. Wiicox. Thank you, sir. . 

Mr. Tuomas. As long as you work with Secretary Henderson you | & 7 
are not going to put any more than 12 or 15 sora cushion in here, ; % & 


) ek 


2 e e . ° 05 Re 
If you get over 12 or 15 percent cushion—well, it might be all right, | 6 P: 


: 2 : ia 
Never be without that shock absorber. It is a good thing to have. 7 


Mr. Henverson. I can assure you we have no cushion in this one, | ® F 
1 G 


15 T: 
1959 a 


Tuourspay, Marcu 5, 1959. Supp! 


y Dedu 
INTERNATIONAL BounDARY AND Water Commission, Unrrep States ' 
AND Mexico 


WITNESSES N 

Bou 

LELAND H. HEWITT, COMMISSIONER ‘sae 
bef 

OPERATION AND MAINTENANCE 7 


Program and financing 

















|1959 cond 1959 revised | 1959 increase INT 
| available estimate 
Prozram by activities: Rec 
Operating costs: | | Ap] 
a a a lineal Sin aaa $582, 690 $A02, 390 $91, 7 Obl 
2. Lower Rio Grande flood control project. ......._.- 459, 300 473, 500 14, 200 : 
3. Falcon dam and powerplant...............-..--.-- 247, 610 252, 110 4, 500 Ex) 
4. International gaging stations._.................. --| 262, 000 SOR: GO0: hccnsncucdcaall Bu 
5. Rio Grande emergency flood protection. -.-..........|--...-.-....-- 911, 600 911, 600 Em 
Supplemental required for pay increases. —41, 500 | 41, 500 e 
\— — a ' —_ —_ ——_ — 
0 eae es ---| 1, 510, 100 2, 801, 600 991, 500 
6. Unfunded adjustments to total operating costs: 
Depreciation included above (—)_.-- —111, 500 te ae 
a - | — — 
Net operating costs, funded. .........-.. eagteall 1, 398, 600 | 2, 390, 100 991, 500 
Capital outlay: | 
7. Replacement of equipment. -. i aa 165, 800 | 155, 800 | 
Total costs, funded................. ict 1, 564, 400 | 2, 555, 900 | 991, 500 of 
&. Relation of costs to obligations em 
Costs financed fron. obligations of other years, | Ds 
se he oo ano ec ats —116, 805 —114, 805 oa a 
a - pa 
Total program (obligations . ad 1, 447, 595 | 2, 439, 095 991, 500 of 
Financing: 1959 appropriation available in 1958 inne | 122, 405 | 122, 405 Gr 
x 


New obligational authority _-. aa ‘ 1, 570, 000 2, 561, 500 991, 500 El 
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Object classification 


LT 
| 
1959 presently} 1959 revised | 1959 increase 














available estimate 
| 
Total number of pertnanent positions. ............-------..-.- $260 $320 $60 
Full-time equivalent of all other positions... ......--....--.--- 6 18 12 
Average number of all employees. - .-..--.-------------------- 245 311 66 
Number of employees at end of year. -......---.--------------- 245 288 43 
01 Personal services: 
evr MICUNENONID 668, 2304 5S dcgneeocbiawncdédogeied $1, 086, 355 $1, 297, 355 $211, 000 
Positions other than permanent............-...--.--.- 18, 350 53, 350 35, 000 
Seer CIE GON VIDOR. | cco ccacwcksencagenctueeenpade 18, 985 32, 985 14, 000 
Total personal services 1, 123, 690 
Eh onl ta ad ecengacknpanednarepisatnmenwengeidl 4, 050 
03 Transportation of thing 7, 550 
0 Communication services... -.............----..-.-..---.--.- 16, 150 
05 Rents and utility services... -- oats bhi teeta tiee Deen ei ae ie 14, 290 
Sr eMsGle MEIC TORTORUCIIOD . - ooo. nn nccccasecqcageccsosp=s 50 
a parner Got “ACtEEl SOT VIOUS, . - oon on cd ews cncsececusecuwes 15, 920 
08 Supplies and materials__-. diab > enisbises eet den< ‘ 210, 000 
09 Equipment. neeseeensnes iraene tne ate aaaam 172, 500 
10 Lends and structures. ---------- aeenece cae oad 
11 Grants, subsidies, and contributions: Contributions to 
ES 2 ee aan aaa eA 65, 440 
NG ET ON ne nan neem abmanin 850 
1959 appronriation available in 1958. .........-...----.----- —122, 405 
Supplemental required for pay increases... --..-.-- ablid bee —41, 500 
SI 1 oo. Tan wale aie sacle cia cape aniaamalgnhiens ene . 1, 465, 595 2, 457, 095 991, 500 
ey GONG Sa GOPNON cn nil wcnnscadsscensivtecuoctecs —18, 000 ont 8, OO Fis... Lui : 
I i el omen ne en eniiel 1, 447, 595 2, 439, 095 991, 500 








Mr. Tuomas. We will now take up the item of the International 
Boundary and Water Commission, United States and Mexico, where 
you are requesting $991,500. It seems as though I have heard of this 

fore. 


We will insert pages 1, 6, 7, 8, 9 and 10 in the record. 
(The pages referred to follow :) 
(H. Doc. 58) 


INTERNATIONAL BOUNDARY AND WATER COMMISSION, UNITED STATES AND MEXICO, 
OPERATION AND MAINTENANCE, STATE, 1959 


Request (for 5 months from Feb. 1, 1959) ~.--.--=_-..~.-.......... $991, 500 
meunmoustatinn to: Gatecco0 obo bel a i al od $1, 570, 000 
emesomm to Jam. OL, )1000e us esl el a eb $1, 085, 965 
ememistuven 40'dam: 81, 9000. uc soe J led $875, 611 
Peet betimete pert fecal year... .10i. 2 ea $2, 160, 000 
Employment: 

Average number current appropriation__.._____--____--__-_---_- 245 

Humber involved this catinate.. 22550. se ee 60 

Actual employment Dec. 31, 1968.....12-2 2005.2 k see 236 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


This estimate of $991,500 in fiscal year 1959 is to provide funds in the amount 
of $38,400 to cover wage board increases granted during the current year to 
employees performing work in the El Paso, lower Rio Grande, and the Falcon 
Dam and powerplant projects, to provide an amount of $41,500 for increased 
pay costs occasioned by Public Law 85-462, and to provide an additional amount 
of $911,600 as a result of the recent record breaking flood experienced on the Rio 
Grande below Falcon Dam and the September flood on the Rio Grande in the 
El Paso projects. The latter funds will be used for replacement of $250,000 in 
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the “Operation and maintenance” appropriation which has been expended for | the “O 
t 


. . ” 
emergency flood fighting and repairs, and replacement of $661,600 in the “Cop. jon! 
struction” appropriation expended and estimated to be expended for immediate | YY es 
repair of damaged works. Fo 
repair 

OPERATION AND MAINTENANCE, INTERNATIONAL BOUNDARY AND WATER s 
CoMMISSION, UNITED STATES AND MEXICO Odligs 
JUSTIFICATION Perso 


This request is to provide funds in fiscal year 1959 in the amount of $38,409 Supp! 
to cover wage board increases granted during the current year to employees Shop 


performing work in the El Paso, lower Rio Grande, and the Falcon Dam and | Equil 
powerplant projects, to provide an amount of $41,500 for increased pay costs 
occasioned by Public Law 85-462, and to provide an additional amount of 
$911,600 as a result of the recent recordbreaking flood experienced on the Rio 
Grande below Falcon Dam and the September flood on the Rio Grande in the a i 
El Paso projects. The latter funds will be used for replacement of $250,000 in ‘ 
the “Operation and maintenance” appropriation which has been expended for | ™#™°’ 
emergency flood fighting and repairs, and replacement of $661,600 in the “Con. ae 
struction” appropriation expended and estimated to be expended for immediate | 
repair of damaged works. 

The devastating floods caused great damage to various flood-control struc. 
tures maintained by the Commission. The flood damage to these structures 
constitutes a grave risk to life and property along the river in the event of | 
further heavy rains. The situation is particularly critical, since all reservoirs 
on the Mexican side of the river are filled and the joint multiple-purpose storage 
provided by Falcon Dam is filled to the top of conservation level. It is thus | 
essential that damage to the protective works be repaired immediately 
Lower Rio Grande flood control project 

As a result of heavy rains of unprecedented duration on portions of the Rik 
Grande watershed in September, October, and November 1958, the two lower 
most major reservoirs on the watershed, the international Falcon Reservoir on 
the Rio Grande and Mexico’s Marte R. Gomez Reservoir on the tributary Rio 
San Juan which enters the Rio Grande below Falcon, filled and record spills 
were required to preserve the safety of the dams. The concurrent spills fron 
the two reservoirs were added to by floodwaters which poured into the Rio | 
Grande from the Rio Alamo, another Mexican tributary which also enters the 
river below Falcon. The combined flows, producing at Rio Grande City a flood 
peak of 100,000 c.f.s., and over 60,000 c.f.s. for near record duration of 8 days, 
severely tested for the first time since their construction in 1932 the levee pri 
tective works and floodways on the United States and Mexican banks of the a 
river in the Lower Rio Grande Valley. 

On the Mexican side, certain levees failed and others were breached to save 
cities, resulting in flooding of 75,000 to 100,000 acres of irrigated lands. This i 
necessitated moving and providing care for some 8,000 people who were located 
in the flooded area. On the U.S. side, the main levees both along the river 
and. floodways aggregating 256 miles, held and saved damages in this country 
estimated at more than $50 million. In addition to damages to the protective 
works itemized on the following pages, developed lands in the designed flood- — 
ways were inundated and rainwater accumulating on adjoining land could 
not drain into the floodways. In 
El Paso, Rio Grande projects no 

Heavy rains on the contributory watersheds to the Rio Grande below Ele- ar 
phant Butte Dam on September 13 and 14, 1958, caused extreme highwater iz 
stages along the Rio Grande from immediately below Caballo Reservoir in pe 
New Mexico to Quitman Canyon in Texas, a distance of approximately 200 W 


miles. Although no property damage occurred along the aforementioned reach S 
of river, which comprises the El Paso projects, considerable damage was caused 
to revetted reaches of the channeled banks. In order to keep the projects at 


mn 

their designed efficiency the flood damaged portions are being replaced as quick- | 

ly as possible. tT 
The total amount of $112,022 available in the “Rio Grande emergency flood Ce 

protection” appropriation was exhausted during the early stages of the flood t] 


fighting and it was necessary to allot funds in the amounts of $250,000 from 





935 


ed for | the “Operation and maintenance” appropriation, and $661,600 from the “Construc- 
“Gop. | tion” appropriation to enable continuation of the flood fighting and make urgent- 
D- 7 ae ‘ 
ediate | ly needed repairs to w orks damaged by the floodwaters. 
Following is the detailed estimate of amounts expended for flood fighting and 
repair of damages to the projects: 


























R 
Obligations incurred for flood fighting in excess of $112,000 expended from the 
“Rio Grande emergency flood protection” appropriation 
RNID BTW ECOG oie ni ts renee ape een ereneyeiptaeseenaatncoenuemmentonrennyareninthnetiats $55, 5 
$38,409 | Supplies, MBLOTIAIE: BU. WIRCOMANCOWE note nt eemememenipenmenias 9, 050 
loyees | Shop labor and equipment use..........-.-...----~.---------------~- 7, 250 
i , 
m and | Equipment rental_-.----------------------------~------------------ 27, 000 
’ Costs | ‘ 
ant of Subtotal, emergency flood fighting._.._._--.--.-..--_-----___- 98, 800 
rs - | DAMAGES TO LOWER RIO GRANDE FLOOD CONTROL PROJECT 
e sbi 
O00 in | Me 
ed for Item No. Item Cost Feature cost 
“Con- tr a ai4 tT aa, a, 7? «1 7 7 ; ry 
ediate | 1 | Levee repairs: a | 
| (a) hepairing breaks in King Ranch levee--~.............---. $19, 000 
(6) Levee road blading. --.-.-..-.--.-- dc tace poctccumensnsiareten | 15, 000 
struc. | | (c) Levee slope repair due to breaching. .............-.....-.- 60, 000 
ctures (d) Repair reaches of levee badly cracked. --......-----------| 25, 000 
3 aan (e) Place berms in reaches of levee where seepage occurred ...| 82, 000 
ent of | (f) Raising existing north levee 1 mile.............-.-.--.--- 17, 000 
Tvoirs | | |——————-— $209, 000 
forage | 2 | Floodway repairs: 
on (a) Pilot channel cleanout and repair. -.-....-...-.-.---------- 70, 000 
s thns | (b), Latien) irate GGROIN..... os <dqudiectiecutéctoupensiandidane 12, 500 
; — 82, 500 
3 | Structure repair: | 
(a) Levee culverts—cleanout, inspection, and repair_........- 32. 500 
: (6) Pilot channel bridges—repair and replacement- --......-- 50, 000 | 
€ Rio | Lael 82, 500 
lower- 4 | Revetment | 
ee a) Repairs ate = 5 sade satel hil a kcdtddanaiie 75, 000 | 
DIF On ec |———__——| 75, 000 
v Rio 5 | Clearing | 
: ; 1) Arroyo Colorado ee ee ee 146, 000 
spills ' Os De Ce. anindinsck basmenarmingaiivpabapalarniennib aii | 45, 000 | 
from —___—_| 191, 000 
© Rie btotal,d | rT ae 
. rieathk, MERE, oO i-th nddtoontocndns Lehi tdiabSeteal 640, 
rs’ the 6 | Engineering service | 
flood \ a) Field and office : pA tS ss i ae 36, 800 
days, ——_——| 36, 800 
> Pro- | Babtetal Tawer Rin Grees...2cic. alin Jn ddsedectets cls | 676, 800 
f the a A ET 
save ¢ DAMAGES TO EL PASO RIO GRANDE PROJECTS 
This | ee Se test t) tere es ge er hee ee © 
cated 1 | Revetment: | 
river t) Repal =< on ene aie nae een remy ez $196, 000 | $136, 000 
antry ee 
tive Total cost of flood fighting and damages.........-.- ithaust Iebmventipiicheecseabdad 911, 600 
flood- seatetiieatemesiaslegelatttinnimnisiaaatil leapt a stipend 
could : ite 
Increased Pay Act costs: Amount required, $41,500 
It has been necessary to reduce employment from the July 1958 level of 238 
positions to 231 positions to stay within funds available for personal services 
Ele- and related costs. This is 11 percent below the total of 260 positions author- 
vater ized and required to maintain the projects at proper standards. To absorb any 
ir in } part of the increased costs would require a further reduction in force which 
200 would cause a serious and costly delay in performance of the work items. 
each Such a delay would be especially significant at this time since the recent floods 
used occurring on the Rio Grande have increased the workload in excess of the 
i's at normal requirements. 
uick- | In determining the estimated costs, U.S. General Accounting Office Salary 
Table No. 39, approved June 20, 1958, was used to compute the actual increased 
Hood cost for each employee on the rolls. Unfilled positions were not considered in 
flood | this computation. The payroll for the period ending November 29, 1958, cover- 
from ing 221 permanent employees, amounted to $42,553, or $1,100,671 on a per annum 


basi 
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GENERAL STATEMENT 


Colonel Hewrrr. Mr. Chairman and members of the committee, 
this request is to provide funds in fiscal year 1959 in the amount . 
$38,400 to cover wage board increases granted during the current yea 
to employees per forming work in the El Paso, lower Rio Grande 
and the Falcon Dam and powerplant projects, to provide an amount 
of $41,500 for increased pay costs occasioned by Public Law 85-469, 
and to provide an additional amount of $911,600 to repair damages 
vaused by the recent recordbreaking flood experienced on the Rio 
Grande below Falcon Dam and the September flood on the Rio Grande 
in the El Paso projects. The latter funds will be used for replace 
ment of $250,000 in the operation and maintenance appropriation 
which has been expended for emergency flood fighting and repairs, 
and replacement of $661,600 in the construction ap propriation ex- 
pended and estimated to be expended for immediate repair of dam- 
aged works. 

The devastating floods caused great damage to various flood control 
structures maintained by the Commission. If not repaired at once 
the damages to these strutcures constitute a grave risk to life and 
property along the river in the event of further heavy rains. The 
situation is particularly critical since all reservoirs on the Mexican 
side of the river are filled and the joint multiple-purpose storage pro- 
vided by Falcon Dam is filled to the top of conservation level. It is 
thus essential that damage to the protective works be repaired 3 
mediately. 


LOWER RIO GRANDE FLOOD CONTROL PROJEC'! 


As a result of heavy rains of unprecedented duration on portions 
of the Rio Grande watershed in September, October, and November 
1958, the two lowermost major reservoirs on the watershed, the inter- 

national Falcon Reservoir on the Rio Grande and Mexico's Marte R. 
Gomez Reservoir on the tributary Rio San Juan which enters the 
Rio Grande below Falcon, filled and record spills were required to 
preserve the safetv of the dams. The concurrent spills from the two 
reservoirs were added to by floodwaters which poured into the Rio 
Grande from the Rio Alamo, another Mexican tributary which also 
enters the river below Falcon. The combined flows, producing at 
Rio Grande City a flood peak of 100,000 cubic feet per second, and 
over 60,000 cubic feet per second for near record duration of 8 days, 
severely tested for the first time since their construction in 1932 the 
levee protective works and floodways on the United States and Mexican 
sides of the river in the lower Rio Grande Valley. The US. main 
levees both along the river and floodways aggregating 256 miles. held 
and saved damages in this conntry estimated at more than $50 million. 
However. floodflows during the flood overtopped the existing levees 
in the King Ranch reach and breached them at 10 locations and it 
will be necessary to restore the levees at these breaks. As a result 
of the heavy usage and continued rainfall during the flood period, 
the levee roodw ay surfaces must be reshaped, bl: aded, and restored to 
normal conditions. The continued. heavy flows in the floodways and 
river resulted in erosion damage to the levee slopes and they must be 
restored to the normal section to preserve the stability of the levees. 
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Embankment settlement resulting from foundation saturation 
caused severe cracks in the levees and it is necessary to consolidate 
the levee embankment by grouting the voids. Certain reaches of 
Jevee developed moderate to heavy seepage at the base of the levee 
in the underlying sand formation and to prevent such seepage a berm 
must be placed on the landside to offset the pressure of waters per- 
colating through the base of the levee. Temporary dikes were thrown 
up in several sections of the north levee of the Arroyo Colorado to 
prevent flows from going around the ends of existing levees. It is 
necessary to raise these temporary dikes to full levee cross section. 
The pilot channel in the floodways is the main drainage channel serv- 
ing the area. As a result of erosion and silting from fioodflows, it 
is necessary to restore the grades and alinement of the channel to 
carry off storm and natural drainage flow. The lateral drains carry 
natural and storm drainage from adjoining lands to the pilot channel 
and it is necessary to clean these drains of silt and accumulated debris 
resulting from the heavy flows. Due to silting during floodfiows, 
and emergency sandbagging where required to stop leaks, all drain- 
age and irrigation structures must be cleared of debris and all gates 
oiled and inspected and repairs made as needed. All maintenance 
briges over the pilot channel in the floodway must be replaced or 
repaired as needed to provide access to project works. Two months 
of continuing floodflows in the river resulted in loss of and damage 
to revement installations and must be repaired or replaced in order 
to provide protection to project works. The high stage of flood- 
waters in the King Ranch portion of the North Floodway was due 
to brush growth in the floodway and this brush must be cleared to 
yrevent a recurrence of the overtopping and breaching of the levees. 
in order to lower the stage of floodwaters in the lower portion of the 
Arroyo Colorado where the levees were seriously threatened during 
the flood it is necessary to remove the brush growth and provide an 
unobstructed passage for the floodwaters. The emergency work nec- 
essary to restore the project to normal will require additional engi- 
neering services and personnel both in the office and in the field to 
assist regular engineering forces. 

It is estimated that the sum of $676,800 will be required to accom- 
plish the work outlined and restore the project to its designed 
efficiency. 

These estimates were prepared during the flood period when the 
full extent of the damages to the project could not be determined 
because of high floodwaters. Subsequent surveys have disclosed other 
damages requiring repairs, which may necessitate redistributions of 
the amount shown as applied to various work items in the program 
presented. 


EL PASO RIO GRANDE PROJECTS 


Heavy rains on the contributory watersheds to the Rio Grande 
below Elephant Butte Dam on September 13 and 14, 1958, caused 
extreme high-water stages along the Rio Grande from immediately be- 
low Caballo Reservoir in New Mexico to Quitman Canyon in Texas. 
Although no property damage occurred along this reach of the river, 
which comprises the E] Paso projects, considerable damage was caused 
to revetted reaches of the channel banks. Approximately 15,050 bank- 
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feet of rock revetment, of which 6,050 bank-feet was a total loss, will 
require repairing and "replacing. This work must be done to stabi- 
lize the river channel and prevent erosion to project levees and subse- 
quent flooding if levees are breached. It is estimated that the sum of 
$136,000 will be required for this work. 

Mr. Tuomas. This request is broken down into four items: $38,400 
to cover wage board increases, $41,500 for increased pay costs oc- 
casioned by Public Law 462, $911,600 as a result of the recent record- 
breaking flood experience on the Lower Rio Grande below the Falcon 
Dam, and $250,000 in the operation and maintenance appropriation 
which has been expended for emergency flood fighting and repairs. 

How much of the $911,600 did you actually have to have? 

Colonel Hewrrr. How much money do we have to have here? 

Mr. Tuomas. You do not need this $661,000, do you? 

Colonel Hewrrt. Yes. 

We used to have an appropriation which was called Rio Grande 
emergency flood protection and the Congress objected to that, so in 
Public Law 603 of the 84th Congress it was indicated that in an 
emergency we might use funds that we have available. 

Mr. Tuomas. How much have you actually committed on 
emergency fund? 

Colonel Hewrrr. We are in the process of committing the whole 
thing. Actually, right now we have committed about $166,000 in ad- 
dition to what we have now, but we have contracts that we are in the 
process of negotiating which will take the rest of it. 

Mr. Tuomas. That is $911,000. That is the lion’s share. This is 90 
percent of your whole appropriation ? 

Colonel Hewrrr. Yes. 

Mr. Tuomas. What were the items committed for? 

Colonel Hewrrr. Possibly I can outline exactly what occurred down 
there during the flood. The floods occurred in El Paso. We had to 
go out on flood fighting down there. I would like to show you, if I 
may, some of the photographs. 

Mr. Tuomas. You can tell us without that. You had a lot of water 
and we know that. If we had had five dams the country would have 
been better off. 

Colonel Hewrrr. If we had had another dam we would not have 
had the trouble. 

Mr. Tuomas. We ought to have another dam. 

Colonel Hewrrr. Yes. However, our levees were damaged. We 
had to fight floods out there for a long period of time. We had patrols 
that operated 24 hours a day. We had weaknesses which developed 
in our levee system. We had to build new levees in certain parts in 
order to keep the area from being flooded. The gates on our struc- 
tures which go through the levees became damaged and we had to 
repair them. We have to raise the levees in certain area which makes 
it necessary to spend these funds to get protection when the valley 
needs it. At the present time we have all of our reservoirs filled. 
They are in a condition which, if we even have a moderate storm, will 
mean that we will have these flood conditions being repeated. In 
order to get our levees in a condition which we should have, and in 
order to provide the protection for the lower valley, this is the mini- 
mum amount of money we can use. We could use a 
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we have asked for right now. We made this estimate during the 

riod of the flood, and it is exactly as we could make it at that time. 

owever, if I were making it over again, 1 would ask for more money. 

Mr. Tuomas. Is most of this money for salaries that you paid for 
the extra employees down there for et 

Colonel Hewirr. Some of it is for extra employees. However, 
we expect to do 70 percent of this work oe ee 

Mr. Jensen. For many years I have been interested in the Rio 
Grande problem. I followed the Rio Grande from almost its source 
to El Paso last fall and you do have a terrifically bad situation on the 
Rio Grande River. I can understand your concern and why it was 
necessary for you to spend this money. 

That is all, Mr. Chairman. 

Mr. Tuomas. Thank you very much, Colonel. 





Tuourspay, Marcu 5, 1959. 
PAYMENT TO THE PHILIPPINE GOVERNMENT 
WITNESSES 


WALTER S. ROBERTSON, ASSISTANT SECRETARY FOR FAR EASTERN 
AFFAIRS 
WILLIAM O. HALL, DEPUTY ASSISTANT SECRETARY FOR BUDGET 
AND FINANCE 
Program and financing 





1959 presently, 1959 revised | 1959 increase 
ivailable estimate | 
| 
Program by activities: Payment to the Government of the 
Philippines (total obligations) ................-....-.-- aibiiioiad .-| $23,862,751 $23, 862, 751 
Financing: Appropriation. .......- igi at chase bgesaateneanee | a 23, 862, 751 23, 862, 751 
| 








11959 presently) 1959frevised | 1959 increasc 
available | estimate 
| 


13 ¥ Refunds, awards, and indemnities (total obligations) -_...- ..| $23, 862, 751 $23, 862, 751 


Mr. Tuomas. We will now take up the item of payment to the 
Philippine Government, $23,862,751. 


GENERAL STATEMENT 


Mr. Roserrson. The President of the Republic of the Philippines, 
Mr. Garcia, while in the United States last June, discussed with the 
President and the Secretary various problems which had arisen in 
the course of the close and friendly relations which have traditionally 
existed between the two countries. During the course of these dis- 
cussions he adverted to the fact that the United States had not yet 
made payment to the Republic of the Philippines the sum of $23,862,- 
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750.78, authorized by law enacted by the United States in 1934, 
in order to restore the gold value of the Philippine currency reserves 
as they existed on January 31, 1934, when the ppine cur of the United 
States reduced the weight of the gold dollar by proclamation. 

In response to the initiative of the executive branch, the 73d Con- 
gress enacted Public Law No. 419, which authorized the Treasury 
Department to pay the Philippines $23,862,750.78. This is an amount 
equal to the increase in value (resulting from the reduction of the 
weight of the gold dollar) of the gold equivalent at the opening of 
business on January 31, 1934, of the balances maintained at that time 
in banks in the continental United States by the Government of the 
Philippine Islands for its gold standard fund and its Treasury 
certificate fund, less the interest received by it on such balances, 

The following calculation of the payment authorized by Public 
Law 419 was originally made by the War Department’s Bure.u of 
Insular Affairs in a memorandum dated April 30, 1934 (quoted in 
S. Rept. 1209, 73d Cong. 2d sess.) : 


Gold-standard fund $19, 112, 253. 42 


nella eedeed erin Se is esis cine eso 37, 163, 303. 50 


I i suclibasianavenasbeisiintvatin 56, 276, 056. 92 
x0ld bullion value of these deposits prior to diminution of the 
Ee Ce ah sa eiapscneiaidhdishiteeit <tadterpeinapiagaions 56, 276, 056. 92 
Converted into currency at the new valuation of the dollar as 
I “i IES inci weatinnicicein cig saneenne Sa 95, 282, 398. 87 


Profit to the Philippine Government if the reserves had been in 

gold, as computed by Treasury___--_--~--~-- aN _._.. 39, 006, 341. 95 
Less the total interest received by the Philippine Gove srnment 

from Jan. 1, 1923, to close of business Jan. 30, 1934, on the 

gold-standard fund and the Treasury-certificate fund depos- 


ied 40 tee Unie mutes... ipa i php hicinaslcsioaein 15, 143, 591. 17 





Net profit to the Philippine Government as shown in the proposed 
bill (which became P. L. 419)--------- cap iieanTapastaecesdesd aphepamarctn nS en 
The computation was accepted without change by the Congress. 
The best summary of the circumstances which ‘led to the enactment 

of the authorizing legislation of June 19, 1934, is contained in House 

Report No. 1723, 73d Congress, 2d session (which accompanied the 

bill which was approved on June 19, 1934). In that report, the 

Committee on Insular Affairs of the House of Representatives stated 

the following: 





During the fall of 1932 the Government of the Philippine Islands made rep- 
resentations to this Government with a view of including specific stipulation 
in the depository agreements that withdrawal of their currency reserve funds 
should be in gold coin of the United States at the election of the Philippine 
Government. The Secretary of War, through the Bureau of Insular Affairs, 
acting for this Government, stated that he did not “deem as expedient the 
amendment of the depository agreement as suggested by the Philippine Govern- 
ment.” 

In March 1933, 10 months prior to the President’s proclamation, other rep- 
resentations were made on the part of the Philippine Government seeking the 
assurance that deposits of the Philippine Government in the United States 
stand on an equal basis with the deposits of the U.S. Government and recom- 
mended that all deposits of the insular government, except $10 million required 
for ordinary expenses, be deposited in the Tre: usury of the United States. Un- 
der conditions obtaining in this country in 1982 and 1933, the officials of our 
rovernment deemed it inadvisable to accede to any of these requests, although 
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the dependent government had every right to make these requests and to expect 
them to be granted. 
+ & e & * s 6 
Our Government, not having acceded to these suggestions and requests, is 
certainly morally obligated to expand the base of the currency reserves of the 
dependent government and to do so without further delay in order to avoid 
further possible domestic and international financial complications. 


President Roosevelt in recommending enactment of the legislation 
wrote Chairman Doughton of the Ways and Means Committee on 


May 7, 1934, as follows: 

The effect of my proclamation of January 31, 1934, was not only to reduce, in 
terms of gold, the value of these (the Philippine Government’s) currency re- 
serves, but indirectly to devalue, in terms of gold, the entire currency circulation 
of the Philippine Islands. The United States enjoyed an increase in the value 
of its currency reserves corresponding to the decrease in the value of the dollar. 

As the Philippine currency is interlocked with the U.S. gold dollar under laws 
enacted by the U.S. Congress, it would be equitable to reestablish the Philippine 
currency reserves on deposit in the United States at their former gold value as 
of January 31, 1934. 

I am advised that H.R. 9459, now under consideration before your committee, 
js designed to accomplish this purpose. I recommend its enactment. 


On May 11, 1934, Secretary Morgenthau wrote to the Senate Com- 
mittee on Territories and Insular Affairs, supplying at the commit- 
tee’s request certain comments relative to Philippine bonds held in 
thiscountry. An excerpt from that letter which is pertinent follows: 


The War Department is in a better position than the Treasury to explain 
in detail the circumstances under which the currency reserve deposits were es- 
tablished and maintained in this country. In brief, however, it is understood 
that these deposits were constituted in this country as credits in various banks 
not only with the approval but upon the urgent recommendation of officials of 
the U.S. Government and officials of the Philippine Government appointed by 
the Government of the United States. It is also to be recognized that as a re 
sult of legislation of the Congress of the United States a separate monetary 
system was established in the Philippine Islands, linked, however, to the U.S. 
dollar. As a practical result of the interrelation of the Philippine and Amer- 
ican monetary systems a reduction in the weight of the gold dollar has produced, 
in effect, a corresponding reduction in the gold equivalent of the Philippine 
peso. It therefore seems fair that this dependency of the United States should 
share with respect to its separate monetary reserves a gold “profit” correspond- 
ing to the profit enjoyed by the United States with respect to its monetary gold. 
The deduction from this profit of an amount equal to the interest which is re- 
ceived on the currency reserves by reason of the fact that they were maintained 
as bank balances also seems fair, for if the Philippines are to have the profit 
which would have arisen had their reserves been in gold, it cannot be claimed 
that they are also entitled to the profit—that is, the interest—enjoyed because 
these reserves were not in gold. 

The Treasury Department recommended measures to implement 
Public Law 419 in 1934, 1935, and finally in 1941. None of those pro- 
posals was accepted. pepe to repeal Public Law 419 were made 
in 1935, 1937, 1939, 1940, and 1941, but none of those efforts received 
the support of Congress. We have not been able to explain satis- 
factorily to the Philippine Government our failure to pay this sum, 
the payment of which was recommended by the President of the 
United States, authorized by Congress, and upheld by Congress on 
five occasions by its failure to repeal Public Law 419. The authoriza- 
tion is still outst: anding. Our failure to meet. this obligation has 
been a constant irritant to friendly relations between the two govern- 
ments. In June 1958, the Secretary of State upon instructions of 
the President informed President Garcia, during his visit to this 
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country, that he, President Eisenhower, would request the Congress to 
appropriate the necessary funds as soon as possible. 

The Philippine Government is urgently in need of these funds 
since its international reserves have been reduced to a very low level 
and payment of this claim at this time would be of great assistance to 
it in meeting some of its economic problems. 

Mr. Tuomas. Now, tell us what is going on inside of the Philippines, 
what the economic conditions are, and what our role is, and what we 
are going to have to do. 

Mr. Rosertson. The Philippine currency was interlocked with the 
U.S. gold dollar and their deposits in this country represented their 
gold reserve for currency in circulation. They agreed originally that 
these funds could be placed out as deposits in the banks of our « rountry, 

In 1932, they became concerned about these deposits and sought 
specific stipulation in the depository agreement that withdrawal of 
their currency reserve funds should be in gold coin of the U nited 
States. At that time the Secretary of War considered to be in- 
expedient to amend the agreement and they were so advised. In 
March 1933, they requested that their deposits be transferred to the 
Treasury of the United States. Officials of our Government deemed 
it to be inadvisable. 

Mr. Tuomas. That was 23 or 24 years ago. What is the situation 
that warrants that we now do this act of restoring ? 

Mr. Roserrson. This obligation was acknow ledged by Congress and 
by President Roosevelt. He wrote a letter to the Congress recom- 
mending that the bill be enacted to pay this claim. It was also recom- 
mended | by the Secretary of the Treasury. 

Mr. Tuomas. And the Congress did not do it. 

Mr. Ropertson. The Congress passed Public Law 419 back in 1934, 
authorizing the payment of this sum. Congress, however, did not 
appropri: ite the money. The authorizing legislation was passed, but 
Congress did not appropriate the funds. 

Mr. Taner. Did they ever have a budget estimate before? 

Mr. Rosertson. I do not understand the question. 

Mr. Taser. Was a budget estimate ever submitted to the Congress 
before for that amount? 

Mr. Ropertson. Yes. It was recommended in 1934, 1935, and again 
in 1941. 

Mr. Toomas. And nosum was ever appropriated ? 

Mr. Rosertson. These appropriation bills failed of passage in one 
branch of the Congress or the other, and so died. Attempts were 
made to repeal the authorizing act in 1935, 1937, 1939, 1940, and 1941. 
There were five attempts made to repeal the authorizing legislation, 
and all of them failed. So, as matters now stand, here is a debt that 
has been acknowledged by the President of the United States, by 
the Treasury, and by the Congress, and we have never been able 
to explain to the Filipinos why we do not pay it. Our failure to do 
so has been a source of great irritation in our relationships with the 
Philippines. 
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Mr. Tuomas. Are the economic affairs of the Philippine Islands 
such that now is the time to discharge this obligation ¢ 

Mr. Roperrson. Yes, indeed. We think they are, Mr. Chairman, 
but there is an even greater reason for doing so. When President 
Garcia was here last June, this is one of the items he discussed as one 
of the problems irritating to our relations. 

Mr. Tuomas. There is a little pressure going on, there is a little ill 
will, I understand, developing among our stanch and good Filipino 
friends; i in other words, our stock is not selling so high in the Philip- 
pines as it did several years ago, or right after their fall to the Japa- 
nese when we were putting in there $300 million or $400 million trying 
totakecareofthem. Wi i this help our relations any ? 

Mr. Roserrson. May I finish the statement I was making ? 

Mr. Tuomas. Surely. 

Mr. Rosertson. When Garcia was here, he brought up this question. 
It was taken up with the President, and he, in conference with the See- 
retary of the Treasury and the Department of State, reviewed the 
whole history of the claim. He decided that it was an obligation 
which we should pay, and the Secretary of State was authorized to tell 
President Garcia that President Eisenhower would recommend the 
payment of this claim to the Congress as soon as possible. 

Mr. Cannon. Off the record. 

(Dicussion off the record.) 

Mr. Botanp. There is no doubt about the computation here? This 
isthe amount? This is the real figure? There could not be a reduc- 
tion in this figure? This is what is owed to them ? 

Mr. Rosertson. This is the amount that was computed by the War 
Department’s Bureau of Insular Affairs and accepted by the 
Philippines. 

Mr. Tuomas. In other words, it is either this amount or there should 
not be any, then ? 

Mr. Rozertson. That is right, sir. 

Mr. Botanp. Off the record. 

(Discussion off the record. ) 

Mr. Jensen. Off the record. 

(Discussion off the record.) 

Mr. Botanp. How much money do you have in the till now to con- 
duct the conferences that you expect to attend ? 

In other words, these funds have not been completely exhausted ? 

Mr. Hau. It is exhausted. We have had to borrow from the Pres- 
ident’s emergency fund. I have given the chairman a letter to request 
authority for repayment of that amount from this appropriation. 

Mr. Taser. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. If there are no further questions, we thank you, 
gentlemen, very much. It is always nice to do business with you. 

You are all distinguished gentlemen. 


37458— 59 an 
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Tuurspay, Marcu 5, 1959, 


RIVER BASIN STUDY COMMISSION FOR SOUTH CARO. 
LINA, GEORGIA, ALABAMA, AND FLORIDA 


WITNESS 


J. W. WOODRUFF, JR., CHAIRMAN, U.S. STUDY COMMISSION, SOUTH- 


EAST RIVER BASINS, SOUTH CAROLINA, GEORGIA, ALABAMA, 
AND FLORIDA 


Program and financing 


— —____—_- ~-— —______. 


1959 presently] 1959 revised | 1959 increase 
available | estimate 
| 


‘ ; 
Water and land resources, studies and recommendations $50, 000 $150, 000 $100, 000 


Object classification 


| 
1959 presently! 1959 revised | 1959 increas« 





available | estimate 

01 Personal services | 
Permanent positions_- $32, 150 $96, 150 | $64, 000 
Other personal services. -- : 1,950 | 5, 750 3, 800 
Total personal services. we 34, 100 101, 900 | 67, 800 
02 Travel awd | 4, 500 13, 300 | 8, 800 
03 Transportations of things- | 400 1, 000 600 
04 Communication services : = 1, 500 5, 300 3, 800 
05 Rents and utilities 2, 500 | 7, 500 | 5, 000 
06 Printing and reproduction. 800 | 2. 200 | 1, 400 
07 Other contractural services___- 400 1, 480 | 1, OR0 
Services performed by other agencies 3, 000 8, 000 5, 000 
08 Supplies and materials 300 1,000 | 700 
09 Equipment 2, 100 6, 300 4, 200 
11 Grants, subsidies, and contributions. 100 500 | 400 
15 Taxes and assessments 300 1,050 | 750 
Total. __-- | 50,000 | 149, 530 | 99, 530 
Round to- 150,000 | 100, 000 


Mr. Tuomas. The committee will please come to order. 

We have now for the consideration of the committee the request by 
the River Basin Study Commission which includes the South Caro- 
lina-Georgia-: Al: ibama-Florida Water Study Commission. 

The request is in the amount of $100,000. 

We are delighted to have with us at this time, Mr. J. W. Woodruff, 
Jr., who is Chairman of the U.S. Study Commission. 

Mr. Wooprvrr. Thank you, sir. 

Mr. Tuomas. Mr. W oodruff, the Commission has been given $50,000 
heretofore, and you are going to study the water situation in the 
watershed of the Savannah, Altamaha, St. Mar y’s, Apalachicola-Chat- 
tahoochee, and Perdido-Escambia River Basins, and interve ning areas. 


GENERAL STATEMENT 


At this point in the record we will insert the prepared statement 
in regard to this request. 
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(The statement referred to follows:) 


GENERAL STATEMENT IN JUSTIFICATION OF THE NEED FOR SUPPLEMENTAL 
APPROPRIATIONS, Fisean YEAR 1959 


The above-titled Commission was established by Public Law 85-850, approved 
August 28, 1959, and was specifically titled therein as “U.S. Study Commission 
on the Savannah, Altainmaha, St. Marys, Apalachicola-Chattahoochee, and Per- 
dido-Escambia River Basins, and intervening areas.” 

Appointment of Commission members was made December 16, 1958. Require- 
ments of the enabling act were met in the organization meeting of January 12, 
1959. The amount of $50,000 was provided as initial appropriations for the 
operations of the Commission in fiscal year 1959. 

The objectives of this Commission are defined in section 1(a) and 1(b) of 
Public Law 85-850, which read, in part: 

“That the purpose of this act is—(a) to provide for an integrated and coop 
erative investigation, study, and survey * * * in connection with and in promo- 
tion of, the conservation, utilization, and development of the land and water 
resources * * * in the States of South’ Carolina; Georgia, Florida, and 'Ala- 
bhama * * *; and (b) to formulate * * * a basic, comprehensive, and inte- 
grated plan of development of the land and water resources * * * and to make 
recommendations, after adequate study, for executing and keeping current such 
studies.” 

Additional funds will be required in the current fiscal year in order that this 
Commission may expeditiously proceed in the fulfillment of its responsibilities 
by— 

-, Collecting, collating, and coordinating existing data relating to water re- 
sources from established State, local, and Federal agencies. 

2. Employment and retention of a small, but highly qualified and efficient, 
staff for the accomplishment of (1) above. 

3. Acquisition of the minimum required+space.for the accommodation: of the 
anticipated staff. 

4. Communication and travel incident to, and a prerequisite of, coordinated 
effort as designated above. 

5. Contractual services and obligations on a reimbursable basis to existing 
agencies for the most economical collection of data in the initial stages of this 
Commission’s research and study. 

This Commission emphasizes the point that it has no precedent upon which 
it may base appropriation estimates. The amounts requested for fiscal year 
1959, however, were arrived at through the best judgment of the undersigned 
Chairman after extensive conferences and counsel with other Commission 
members and from his experience through the past 12 years in organizations 
connected with river development and water resources efforts. 

It is the judgment of this Commission that the supplemental appropriations 
for fiscal year 1959 will be required in’order that its program may be fully 
implemented and in order that there may be minimum delay in initiating the 
full workload which will be required of us. 

We must initially collect as much data as possible from existing sources. 
The proper analysis of such data cannot be done without the employment of 
qualified personnel. It is this program of work in fiscal year 1959 which can 
assure maximum economies in the attainment of our ultimate objeetive at the 
earliest possible date. 

Respectfully submitted. 

J. W. Woodruff, Jr., Chairman, U.S. Study Commission, Southeast 
River Basins, South Carolina-Georgia-Alabama-Florida; James 
H. Hammond, State of South Carolina ; Lester 8. Moody, State of 
Georgia; Thomas A. Johnson, State of Florida; Ralph C. Ham- 
mond, State of Alabama; Maj. Gen. Frank M. Albrecht, Depart- 
ment of the Army; William E. Hiatt, Department of Commerce; 
Howard W. Chapman, Department of Health, Education, and Wel- 
fare; John A. Short, Department of Agriculture: Walter A. Gresh, 
Department of Interior; Robert C. Price, Federal Power Com- 
mission. 
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Mr. Tuomas. You are now requesting an additional $100,000? 

Mr. Wooprurr. Yes, sir. 

Mr. Tomas. Gentlemen, will you please look at the green sheets? | 

Mr. Woodruff, will you please tell us about this? Can you-use the 
$150,000 for the remainder of this year? Can you use all that money | HON. 





this year? STs 
Mr. Wooprurr. Yes, sir. M 
Mr. Chairman, as we had projected this, it appears that we can oo 
a Ta most efficiently if we have this money available, because of | aA 
obligations primarily from a staff standpoint. As I mentioned in my _ 
narrative justification nity 
Mr. Tuomas. It is a very good one, Mr. Woodruff. wx 
Mr. Wooprurr. Thank you. Was 
Mr. Tuomas. How long would it take to complete this job? It is ra | 
my understanding you are going to pull together the engineering data | yo Ba 
from the Geological Survey, the Corps of Engineers, and everyone yi 
else involved ? Gen 
Mr. Wooprurr. Yes, sir. repo 
Mr. Tuomas. How long do you think it will take to wrap this up? . Me 
Mr. Wooprurr. We estimate 2 years. We feel it may be 3. = 
Mr. Tuomas. Will you settle for 2 years? ; or 
Mr. Wooprurr. We hope so. zee 
Mr. Tuomas. How much will it cost you for 1960 ? in ¢ 
Mr. Wooprurr. The estimate so far is around $800,000 for 1960. / law 
Mr. Jensen. Off the record. | abo 
(Discussion off the record.) ig 
Mr. Taser. How long has this been ‘going on ? ; ee 
Mr. Wooprurr. The public law was enacted in August 1958, and mh 
we were appointed December of last year. We were organized ts 
January 12, 1959. ae 
Mr. Taner. Have you had any money available? "a 
Mr. Wooprvurr. Originally $50,000. Ar 
Mr. Tuomas. And they have obligated $38,000. t F 
Mr. Taser. Do you plan to spend $150,000 between now and the 
end of the year? re 
Mr. Wooprurr. A. portion of that has already been obligated, as De 
indicated in our green’sheets; as you refer to them. it 
Mr. Tuomas. $38,000 has been obligated. C% 
Mr. Wooprurr. We have reduced what had been included in the as 
President’s budget message. We reduced that additional supplement Y 
by $50,000 after we had gotten into the short-pencil computation a 
of what we felt we could physically do during the balance of fiscal | 
year 1959. fo 
Mr. Tuomas. Thank you, sir, very much. It is always nice to do nd 
business with you. ¢" 
Mr. Wooprurr. Thank you, Mr. Chairman. It is a pleasure to be 
here. fi 
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NATIONAL DEFENSE EDUCATION 
WITNESS 


HON. CARL ELLIOTT, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF ALABAMA 


Mr. Tuomas. We shall hear from Representative Elliott at this 
time. 

Mr. Exuiorr. Mr. Chairman, I appreciate very much the opportu- 
nity of appearing before you today in support of the supplemental 
request for the Department of Health, Education, and Welfare for 
the National Defense Education Act of 1958. 

As you gentlemen know, I was the author of this bill in the House 
of Representatives. The Subcommittee on Special Education, of 
which I have the honor of being chairman, and the Subcommittee on 
General Education held the hearings which resulted in its being 
reported and passed. I am completely convinced that this act serves 
a vitally important national purpose. 

Mr. Chairman, I want to say to you gentlemen that it is my inten- 
tion and the intention of my subcommittee to oversee the adminis- 
tration of the National Defense Education Act of 1958. I have kept 
in close touch with administrative developments sinc the act became 
law last September 2. I have consulted with-the Office of Education 
about it, and I have been alert to reactions on the part of people out- 
side of the Government who are concerned with the act. Asa matter 
of fact, our subcommittees of the Committee on Education and Labor 
have already held the first of a series of full-scale reviews of opera- 
tions under the act with the Commissioner of Education and his 
associates. The hearings of this investigation will soon be available 
for the information of members. 

Mr. Chairman, I wish to thank the members of the Committee on 
Appropriations for granting $40 million as an interim ene lation 
for fiscal 1959 on the last day of the session last year. With this 
money, the administrative planning was done, pesrabatidtie issued, and 
many of the programs put underwa ay ona small scale. The National 
Defense Education Act of 1958 was designed as a temporary measure. 
It is aimed to stimulate certain developments i in education which the 
Congress identified as most critical to our. national security. It was 
passed as a 4-year program, beginning with fiscal year 1959. Because 
you allowed some money last year, we : have saved part of a year of this 
4. year progr am. 

The National Defense Education Act authorized about $210 million 
for 1959, including estimates on items for which a definite sum was 
not provided. The administration has asked for a supplemental of 
$75 million. This would make a total of $115,300,000 for 1959. Al- 
though this is almost $100 million less than was authorized for the 
first year, I am convinced it is an accurate estimate of minimum needs 
for carrying out the programs envisioned in the act to the extent pos- 
sible at this time. 
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Mr. Chairman, this act constitutes a carefully thought out, unified 
approach to assuring our Nation the skilled technical and scientific 
people it needs for its security. The several titles were designed to 
overcome certain pinpointed weaknesses in our educational system. ] 
trust that you will see them in this light and find it possible to provide 
for moving ahead in each of them. 

Rather than detail the requests by individual title, as has no doubt 
been done by HEW witnesses, I should like to speak for the act asa 
whole. 

The first thing to be said is to note the tremendous acceptance 
which this act has gained among State departments of education, 
among ‘institutions of higher education, and among the public at 
large. 

The student loan program has caught on far beyond our best hope. 
It was designed to salvage for the Nation the half of our brightest 
high school graduates who cannot go on to more schooling. Many 
people, including leading educators, were skeptical of how many stu- 
dents would be willing to encumber their futures for the sake of going 
to college. The best estimates we could get were that 700 of the 
Nation’s 1,800 colleges might participate, and that $47.5 million might 
be loaned out the first year. Actually, in the short period since the 
bill became law, 1,200 colleges have joined the program, requesting a 
total of $62 million for the first year. 

The fellowship program was designed to broaden the base of our 
graduate education in this.country by aiding colleges and universities 
to establish new or expanded graduate programs. A total of 160 in- 
stitutions in 46 States havesalready:applied for 1,040 programs, re- 
questing a total of 6,000 fellowships. The administration is asking 
in this supplemental for the rest of the 1959 authorization, in order 
that a total of 1,000 fellowships may be awarded this year. It is 
obvious that excellent programs can be started this year for this many 
fellows. If the money is not provided at this time, however, the 
prospective fellows may well be lost, as they will seek other oppor- 
tunities before next year. 

Similar evidences of enthusiasm for other titles of this act could be 
cited. For example, more than 200 proposals for research on educa- 
tional applications of new communications media are on hand. The 
supplemental will permit the best 10 percent of these to be begun. 
More than 1,000 applications have been received for the first institute 
to train teachers in new methods of language teaching. 
throughout the act. 

I hope that. we can capitalize on the enthusiasm which has been 
generated by the passage of this act. If we do, we shall reap far 
more benefits than those paid for by the appropriation of C ongress, 
because we will have injected a tremendous stimulant of Federal 
concern and assistance at a few critical points. 

The second point I should like to leave with you. Mr. Chairman, 
is the need for some of the less well-known titles. I might describe 
this requirement in terms familiar to you from the military equip- 
ment field as “leadtime.” Research and planning, tooling up, and 
training must precede the production of 
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to go to college and A tl them with college teachers when 
they get there—as important as these aims of the loan and fellow: 
ship titles are. These best scientists are created much further down 
the educational ladder. 

To be sure we get the best candidates for awarding loans, we have 
provided matching grants to the States to strengthen their guidance 
and counseling programs by insuring that all students are tested for 
ability and achievement. Our committee found that ms ny poten- 
tially brilliant students never realize their own capabilities nor capi- 
talize on them. But we found also that there was a serious shortage 
of trained guidance personnel. Also, since many smaller schools 
cannot afford to hire full-time specialists in guidance, we must assist 
in the training of regular classroom teachers in the special techniques 
of guidance. 

To begin to break this bottleneck, the National Defense Education 
Act provided for college guidance institutes to be held during sum- 
mer terms and regular sessions for high school teachers. About 
45 of these institutes will be held this summer, if money is available. 
It is obvious that these institutes are leadtime items in the testing 
program, and that the State testing programs are leadtime items 
for greatest success for the loan and fellowship programs. 

Likewise, to stimulate interest in the sciences among good students, 
we must have good science teaching. The National Science Founda- 
tion has been conduct ing an extensive institute program in this field. 
But many of the teac chers they train must go back to inadequately 
equipped science laboratories in which they cannot hope to do the job 
required. The National Defense Education Act provides matching 
grants to the States to help rectify this lack. 

Similar leadtime items are found in the National Defense Educa- 
tion Act in the various research provisions. 

In the critical field of language development, we provided for 
research into new teaching methods that will improve and accelerate 
instruction. For many of the languages, especially those of suuth- 
east Asia and Africa, where our foreign programs are now operating 
on a large scale, there are simply not available the most elemental 
teaching “materials such as textbooks. The substantial research item 
in title VI of the National Defense Education Act is designed to 
discover which languages are most needed by government and in- 
dustry, which of these do not have adequate educational facilities 
available, what materials need to be developed to teach them, as well 
as how students can become competent to speak and understand 
them in the shortest time. 

Similar research is provided to adapt the new communications 
media for educational use. Startling developments in techniques 
have been made by industry for commercial purposes. Several ex- 
periments are underw: ay as to the problems involved in bringing this 
part of the Nation’s technological revolution to bear on education. 
Many new problems have been revealed by these experiments. My 
subcommittee observed several of these projects in operation. We 
became convinced that there is great promise in ad: ipting these media 
for educational use, if we can find best how to use them, and if we 
ean find how to train our teachers to extract the greatest benefit from 
them. 
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Mr. Chairman, I will not go further into the potential educational 
advances awaiting realization under the National Defense Eduea- 
tion Act. I hope that you will make it possible for our States, local 
schools, and institutions to move ahead in the fields touched by this 
act, by granting the modest and eminently justified supplemental 
appropriation asked for this purpose. 

Thank you very much. 

Mr. Tuomas. Thank you, Mr. Elliott. 


ASSISTANCE TO SCHOOLS IN Freperatiy Iwpactrep AREAS 
WITNESS 


HON. JOHN E. FOGARTY, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF RHODE ISLAND 


Mr. Tuomas. We shall now hear from Representative Fogarty of 
Rhode Island. 

Mr. Focarry. I appreciate very much the opportunity to appear be- 
fore you this morning to suggest and support an item of need which 
is not included in the President's proposed supplements il appropria- 
tions as shown in House Document No. 58, dated February 11, 1959. 
I refer to the additional need for funds to meet the full entitlements 
to federally affected schools under Public Laws 815 and 874. I am 
somewhat surprised that the President’s recommendation omits this 
since on August 12, 1958, in Senate Document No. 115 he proposed 
supplemental amounts of $18,450,000 for Public Law 815 and $22,700,- 
000 for Public Law 874. 

You will recall that amendments to this legislation were enacted 
late in the 85th Congress and after the House had completed the final 
1959 appropriation bill. Thus, the President recommended the addi- 
tional amounts to the Senate and they were included in the final ap- 
propriation bill by that body. However, in conference with the 
House, the total amount recommended for Public Law 815 was reduced 
from $60,150,000 to $50,800,000 and in the case of Public Law 874, the 
amount was reduced from $149,700,000 to $130 million. You will also 
recall that the principal reason for these reductions was that the 
recommended increases were based on estimates of the U.S. Office of 
Education resulting from the changes in these two laws for which 
there was no previous experience upon which to base judgment. 

While I agreed with this determination at that time, I felt confi- 
dent that the President would include the additional need in a sup- 
plemental recommendation during this 86th Congress. Since this was 
not done, I feel compelled to request this committee to include in its 
action the amounts necessary to pay full entitlements to these schools 
under the legislation which was enacted by 
whelming majority. 

At the present time, the amounts needed are rather firmly estab- 
lished by applications on file with very little estimating necessary. 
Because of my deep interest, [ inquired of the U.S. Office of Educa- 
tion as to the further funds needed and find th: it to meet our responsi- 
bility will require a supplemental amount of $24,600,000 for Public 
Law 815 and $20 million for Public Law 874. It will be noted that 
these amounts are slightly larger than the Conference Committee’s 
reductions. However, the present need is based on applications on 
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file while the recommendations made at that time were based on 
estimates. 

In support of my proposal today, I wish to emphasize the untenable 
position in which we place some 3,500 school districts unless we meet 
our responsibility to these several budgets. These funds were budget- 
ed in good faith as 2 result of the Federal responsibility accepted in 
the legislation and now they are faced with the choice of seriously 
modifying their educational programs late in the school year or end- 
ing the fiscal year with illegal deficits. 

As an illustration of this point, 11 school districts in my own State 
of Rhode Island applied for funds under the provisions of Public 
Law 874, maintenance and repair of federally affected schools, in this 
fiscal year. With the funds previously appropriated, only 85 percent 
of the entitlement. can be paid leaving a budgetary loss of 15 percent 
to the 11 school districts. This amounts to $139,100. The listing of 
the schools in the State of Rhode Island affected by this legislation is 
as follows: 





Entitlement 85"percent Deficit 

| } | 
North Kingstown__.-- Pos et eager at tencweboneeesehnees $298, 330 | $253, 581 | $44, 749 
Newport__..-....-- ho Sh cehiteen Nndecnt eck. dink tles 85 200, 417 | 35, 368 
Middletown Ee ncaa kdes beeline oe scaaeahekio oh aaden 187, 582 33, 102 
I RTORWOORS, 5. ESSE Li iw ecit den nkt pebencepeenda ade 421, 904 3, 866 
Jamestown sical ennutidendedkupangqhouwnatindneeminnns 14, 726 | 2, 499 
Coventry. -.....---. pbaceudon ks ania tapsces ainda thine : 27, 740 | 4, 895 
Richmond ----- eA se sow fun» ti d-eeeslinige inated 5 oOel 4, 360 | 770 
Hopkinton. So aecia | 18, 546 | 3, 273 
West Warwick-___--- Fadia teiaed alice slicleksir wi nail Z E | 27, 626 | 4,875 
Smithfield __- ; es Pubelonigwacna nasa mais ; 6, 978 | 1, 232 
South Kingstown : Jodtbiuakewke tiehbaamnamenae woulet 29, 139 | 24, 768 | 4, 371 

| | 

sean ae el hats etewaa nici ness ailge ae ete dete ia cing 


eee i | 927, 328 | 788, 228 | 139, 100 
| 





Further illustrating the seriousness of the need to a single school 
district in my State, I find that over 25 percent of the budget funds in 
the town of North Kingstown are received under Public Law 874. 
The 15-percent loss will result in a budget deficit of almost $45,000 
to this one school district and will have a devastating effect on the 
education available to the children. 

Under Public Law 815, we find similar problems resulting from the 
lack of funds to which the school districts are entitled. With the 
present appropriation available the U.S. Office of Education must 
apply a priority system which allots funds only to applicants with 
a priority rating above 20. This means that in order to receive any 
funds at all on its entitlement, an applicant must show an increase in 
federally connected pupils equal to 10 percent of the total pupil load 
and that all of the increased pupils are without minimum school facili- 
ties. This will cause many applicants to continue children on half-day 
sessions or accommodate them through the use of makeshift temporary 
classrooms. 

Over 190 school districts throughout the Nation are caught in this 
priority trap and must delay their school construction plans indefi- 
nitely unless the Federal responsibility is met. If funds are made 
available at this time, the present overcrowded problem can be par- 
tially alleviated before the opening of school in September 1959. 
Otherwise, the problem will be further aggravated by another in- 
crease in pupils at that time. 
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These situations simply illustrate those which will occur in every 
State in the Nation and I urge you to give careful consideration to the 
inclusion of the necessary funds in the supplemental proposal and | 
thus allow the Congress an opportunity to discharge its responsibility | 
under the amended legislation. 

Mr. 7Homas. Trank you, Mr. Fogarty. 


ASSISTANT TO SCHOOLS IN FepERALLY Impacrep AREAS 
WITNESS 


HON. CHARLES M. TEAGUE, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


Mr. Tuomas. We have Representative Teague, of California, with 
us. 

Mr. Treacue. Mr. Chairman and members of the subcommittee, I 
represent the 13th Congressional District of California, Included 
are the counties of Monterey, San Luis Obispo, Santa Barbara, and 
Ventura. 

In this congressional district there are 12 military installations of 
various sizes, including the very large Vandenberg Air Force Base, 
Fort Ord, the Naval Construction Battalion Center at Port Hueneme, 
the Pacific Missile Range at Point Magu, and Oxnard Air Force Base, 

According to figures furnished me by the Department of Health, 
Education, and Welfare, 58 school districts in my 4 counties partici- | 
pate in the Public Law 874 program. 
participate under Public Law 815. 

According to the Department’s figures, there were 20,692 federally 
connected children in my district during fiscal 1958. Due to the 
growth of Vandenberg, I estimate that the figure is 10 or 15 percent 


Many of these also, of course, 


higher at the present time. 


While the Department cannot furnish me with exact figures, it is 
my estimate that approximately 75 percent of the federally connected 
children are from military families. This would mean that about 
17,000 pupils in the 13th Congressional District of California are chil- 
dren of parents in the service and are being educated at the expense 
of the local school districts except for assistance under Public Law 


874 and Public Law 815. 


Again, I do not have the exact figure, but I estimate that at least 
200,000 acres in my congressional district are off the tax rolls because 
of being within the boundaries of military installations. In addi- 
tion to this fact, some 2 million more acres are off the rolls because of 
Federal ownership for other purposes. 

It is my urgent request that this committee appropriate the neces- 
sary funds so that entitlements for the current fiscal year will be on a 
100 percent basis rather than for any lesser amount. All of my school 
districts have made plans in reliance upon what they considered to be 
a contract or promise by the U.S. Government to provide the full 
amounts in accordance with the applications which have been sub- 
mitted. Any reductions or deficiencies will have most serious effects 
upon the educational facilities for thousands upon thousands of 
children. 

Mr. Tuomas. Thank you, Mr. Teague. 
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ASsISTANCE TO SCHOOLS IN FepERaDLY Impacrep AREAS 


WITNESS 


HON. GEORGE P. MILLER, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


Mr. Tuomas. We will hear from Representative Miller of 
California. 

Mr. Mitier. Mr. Chairman and members of the committee, I ap- 
preciate being given the opportunity to appear before you today to 
urge the Appropriations Committee to write into the supplemental 
appropriations bill sufficient funds to cover the entitlements under 

ublic Laws 815 and 874. These laws authorize the Federal Govern- 
ment to make payments of Federal funds to local educational agencies 
to supplement capital investment and operational funds in those 
school districts where financial burdens have been imposed as a result 
of defense establishments having been located within the district. 

Exhaustive congressional studies in 1950 clearly established the re- 
sponsibility of the Federal Government to assist local agencies in pro- 
viding educational opportunities for children whose parents are con- 
nected with defense activities. Today, when the future of western 
civilization depends upon our maintaining a strong defense posture, 
the need to assist these federally impacted school districts *is: just. as 
evident and as pressing as it was in 1950. 

I have the privilege of representing the 8th Congressional District 
of California, a State and a district exceptionally hard-hit by mili- 
tary installations. The State director of education has said that the 
effect of Federal activity upon the schools is greater in California 
than in any other State, both in terms of the number of activities car- 
ried on and in terms of the number of schools and pupils affected. 

Some years ago the State of California voted to permit localities to 
hold special elections to raise the debt limit of school districts above 
the State’s then legal limit. Almost 100 percent of the districts in Ala- 
meda County have found it necessary to raise their tax ceilings. Their 
credit has been exhausted. If they were now denied their anticipated 
share of funds from Public Law 815 and 874 it would be disastrous. 

Appropriations made during the closing days of the last Congress 
wereonly 85 percent of the funds'necessary-:to: finance these-laws... The 
school districts in my area have prepared their budgets on the antici- 
pation that they would receive their full entitlement—not 85 percent. 
These school districts are public bodies and, as such, have no more 
flexibility in adjusting their budgets than has the Federal Govern- 
ment. Denial of funds at this time would not only be disastrous but 
would be a violation of the Government’s commitment. 

Mr. Chairman, I strongly urge the committee to include in this 
supplemental bill, appropriations for Public Laws 815 and 874 so the 
Federal Government may discharge its responsibilities and the af- 
fected school districts may receive their full entitlement. 

Mr. Tromas. Thank you, Mr. Miller. 








54 


ASSISTANCE TO ScHOOLS IN FEDERALLY IMPACTED AREAS 
WITNESS 


HON. CHARLES E. BENNETT, A REPRESENTATIVE IN CONGRESs 
FROM THE STATE OF FLORIDA 


Mr. Tuomas. We are pleased to have with us Representative 
Bennett of Florida. 

Mr. Bennett. Mr. Chairman, I appreciate your committee’s giving 
me this opportunity to testify before you today in behalf of supple- 
mental appropriations for the Public Law 815 and Public Law 874 
programs. 

I would like very much to express the apprec iation of the two coun- 
ties of the district I represent (Duval and Clay Counties, Fla.) for the 
great assistance rendered them by the Public Law 815 and Public 
Law 874 funds appropriated by this committee. Both counties have 
substantial naval facilities, and a large percentage of our school 
children result from this defense Bees As to the larger county, 
Duval County, mentioned above, it would have been extremely difficult 
to maintain our schools at acceptable standards without these pro- 
grams. -As to the other county, Clay, it would have been impossible 
as far as I can see to maintain any school system whatever. Many 
thousands of acres of land are off the tax rolls for public purposes in 
this small county. I solicit your committee’s continued assistance to 
the schools of our district by approving supplemental funds for Public 
Law 815 and Public Law 874. 

T need. not point out te this able committee that school boards are 
forced to fix their budgets.on the basis of very narrow margins. 

As you know most ‘school boards entitled to Public Law 815 and 
Public Law 874 funds heavily count on the amounts authorized for 
them by these laws; as they are entitled to do in accordance with the 
intent of Congress in enacting such authorizations. When they are 
faced with a sudden lack of funds to cover these authorizations, they 
have no way to make up these funds quickly if they could in fact do so 
with more time. They cannot do so by increasing taxes, since tax rates 
are fixed in advance of the year in which revenues are spent. This 
seems to be the greatest difficulty in which the local school officials of 
the two counties of the district which I re present find themselves. 

The superintendent of schools in Clay County has written me that 
applications with a current priority of below 20 cannot be approved 
without supplemental appropriations and that almost all of the appli- 

cations in our State would thus be excluded. The superintendent of 
schools in Duval County has described the situation in dollars as to 
this county by telling me that unless these supplemental appropria- 
tions are made, the loss to this county uader Public Law 874 will be 
approximately $119,659. He reports that Duval County presently has 
an average daily attendance of 9,790, Public Law 815 and Public Law 
874 pupils representing 11.9 percent of the total attendance. He fur- 
ther reports that this county faces the possibility of a deficit in its 
operating funds in excess of $2,100,000 ; that the outlook for additional 
State funds appears dim; but that in spite of this he is expecting an 
increase in attendance in excess of 7,000 pupils. 

Under all of these circumstances I sincerely hope that your com- 
mittee will find it possible to provide the supplemental funds needed 
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to maintain the program on its intended and planned level. Isdeeply 
appreciate your kindness in letting :me be heard. 
Mr. Tuomas. Thank you, Mr. Bennett. 


ASSISTANCE TO SCHOOLS IN FrepERALLY. [mpacrep AREAS 
WITNESS 


HON. THOMAS G. MORRIS, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NEW MEXICO 


Mr. Tuomas. We shall now hear from Representative Morris of 
New Mexico. 

Mr. Morris. Mr. Chairman and members of the subcommittee, I 
yery much appreciate your kind courtesy in permitting me to appear 
before von to indicate my great concern that money be included in 
supplement: al appropriation legislation for Public Law 815, aid to 
schools in federally impacted areas. 

It. is my conviction that the continuous operation of ths at program 
isa de sper ate necessity for our entire ¢ ountry, pi irticular] Ly in view of 
the present emergency situation in which we find ourse ‘Ives. There is 
not one of 3; who can deny the seriousness of our Ame ric an educa- 
tional ce ‘onl its detrimental effect upon our international 
relationships. 

We must do all in our power to equip our children to regain the 
position of educational leadership our country has e njoyed these many 
years. When we consider this urgent need, we must realize that even 
a brief period cannot be permitted to el: apse MW hen every effort is not 
being exerted to prov ide the required educational fac jlities. 

Within the last 5 years, my State has enjoyed a period of growth 
and expansion at a rate unequaled in its history. W e are grateful for 
these tremendous economic advances but the impact upon our school 
system of the thousands of children thus introduced has presented a 
nearly insurmountable problem to many of our communities. The 
inception of Public Law 815 offered a great aid which has solved some 
of those problems at Alamogordo, Albuquerque, and many other New 
Mexico.cities where huge Federal operations have more than doubled 
and tripled in size. Educational facilities still are far from adequate 
in these localities and I decry any failure or delay in providing suffi- 
cient funds to give all of our students access to the excellent education 
to which they are entitled and, for the Nation’s welfare, must have. 

The Office of Education presently: has pending before: it applica- 
tions for aid under Public Law 815 from 11 New Mexico cities totaling 
approximately $2 million which tentatively cannot be processed be- 

cause of lack of funds. Latest statistics:from Office of Education 
officials indicate that $24,600,000 will be required to permit the process- 
ing of presently pending applications from throughout the country. 
When we realize the number of students vitally affected by this undue 
delay in approving such construction, it becomes most apparent that 
immediate action should be taken to remedy this situation. 

Again, thank you very much for giving me this time to express my 
urgent request that funds be provided in supplemental appropriations 
to prevent curtailment of this highly essential program. 

Mr. Tuomas. Thank you, Mr. Morris. 
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AssIsTaANce TO ScHoois IN FEDERALLY Impacted AREAS 
WITNESS 


HON. JOHN F. BALDWIN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


Mr. Tuomas. Now, we shall hear from Representative Baldwin of 
California. 

Mr. Batpwrin. Mr. Chairman, I desire to testify before your sub- 
committee in favor of a deficiency appropriation of $20 million for 
the Department of Health, Education, and Welfare for payments to 
school districts which qualify as federally impacted school districts 
under Public Law 874, which authorizes Federal-aid payments for 
operation and maintenance of school districts in federally impacted 
areas. I have this morning checked with the Office of Education in 
the Department of Health, Education, and Welfare, and have deter- 
mined that ‘unless this deficiency appropriation is made the school 
districts which qualify under Public Law 874 will only receive ap- 
proximately 85 percent of their entitlement for fiscal year 1959. This 
would be a serious loss to these school districts. Congress indicated 
last year, by passing a law to extend Public Law 874 for 3 additional 
years, that the Federal Government had a moral obligation to reim- 
burse these districts for that portion of their costs created by children 
of families living or working at Federal installations. These school 
districts prepared their 1959 budgets upon the basis of the law passed 
last year. It would be a breach of a moral obligation for Congress 
to fail'to appropriate the funds required to pay in full the entitlement 
of these districts under this law. 

As an example, the Vallejo Unified School District at Vallejo, Calif., 
would lose over $100,000 unless this deficiency appropriation is made. 

Mr. Tuomas. Thank you, Mr. Baldwin. 


ASSISTANCE TO SCHOOLS IN FEDERALLY Impacrep AREAS 
WITNESS 


HON. JOEL T. BROYHILL, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF VIRGINIA 


Mr, Tuomas. We have with us now Representative Broyhill of 
Virginia. 

Mr. Brorum. Mr. Chairman, I welcome this opportunity which 
your distinguished subcommittee has so graciously presented to pre- 
sent my views with respect to aid to school maintenance and construc- 
tion in federally impacted areas. My district, the 10th Congressional 
of Virginia, is vitally interested in Public Laws 815 and 874, which 
recognize the Government’s responsibility to provide assistance to 
communities suffering from the impact of Federal installations and 
employment on our public school system. 

Last year the Congress, fully cognizant of the situation, authorized 
funds which were not fully appropriated. The direct result is a 
$20 million deficiency in Public Law 874 funds for the fiscal year of 
1958-59. Because of the authorization measure approved by the Sen- 
ate and House, boards of education in the affected areas justifiably 
based their budgets on funds which have not been forthcoming. 
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Indeed, Mr. Chairman, unless the Congress enacts a supplemental 
appropriation measure to restore the deficiency, school districts eligi- 
ble for impacted-area moneys will suffer a 15-percent loss. It is in- 

20M | evitable that when we pinch pennies to the extent of having serious 
repercussions on our educational systems the children are the losers. 
They are the victims of inadequate school maintenance, of lack of 


n of the necessary construction to provide proper facilities such as addi- 
tional classrooms to meet the increasing school-enrollment demands. 
sub- It is my considered opinion that we should not await the action of 
for | the Office of Education on a supplemental appropriation bill to meet 
8 to this situation. We should, to carry out our commitment to impacted- 
“lets area schools, initiate such a bill ourselves. In that manner we can 
for save valuable time and discharge our responsibilities to the affected 
cted | communities. 
) in My hope is that this subcommittee will promptly make the recom- 
ter- mendation that $20 million in supplemental funds be made available 
hOol | at the earliest possible moment so that the school officials in areas 
ap- eligible to receive Federal money can proceed in an orderly fashion 
his to advance their necessary maintenance and construction programs. 
ited ~ As an example of the hardship created in school districts throughout 
onal the Nation, I would like to give the committee some statistics I have 
‘im- obtained regarding the effect on the school system of Fairfax County 
ren . in my congressional district. 
1001 | In accordance with the authorization passed by Congress last year, 
ssed the school board and the board of county supervisors included in their 
ress current budget $2,342,284. The payment expected in the current year 
ent is now estimated at $1,643,265. They have no method of raising rev- 
enue nor any source of funds to replace this Joss of $699,019, caused 
lif., by a broken promise on the part of the Federal Government. 
ade. If the committee does not grant full funds for this moral and legal 


obligation, the Fairfax County school system and thousands of others 
throughout the Nation must make every possible cut in the benefits 
now given to schoolchildren and still be faced with a deficit. 

In Fairfax, local tax rates must be raised by 18 cents to pay this 
Federal deficit in future years, in addition to another increase to pay 
OM off the deficit of this year. 

Mr. Tuomas. Thank you, Mr. Broyhill. 


of ASSISTANCE TO ScHoons In Feperatty ImMpacrep ArEAs 
ich WITH 
ee HON. RICHARD E. LANKFORD, A REPRESENTATIVE IN CONGRESS 
96 ; FROM THE STATE OF MARYLAND 
mal | 
ich Mr. Tuomas. We shall hear from Representative Lankford of 
to | Maryland. 
ind Mr. Lanxrorp. Mr. Chairman, I know of no matter of more extreme 
importance to my district, the Fifth Congressional District of Mary- 
zed land, than that of appropriations for Public Laws 874 and 815 as 
sa extended by the 85th Congress. As the committee knows, the exten- 
- of sion of these laws did not become effective until August 12, 1958. In 
en- view of the fact that this legislation was temporary, the Bureau of 
bly | the Budget refused permission to the Department of Health, Educa- 


tion, and Welfare to anticipate sums needed under the extended laws. 
An amendment was offered in the Senate to the final defiiciency bill 
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of 1958 and was accepted by that body. Unfortunately, this amend- 
ment was stricken out by the conferees since the item in question had 
not been before either the House or Senate Appropriation Committees, 

The public school educators in my congressional district have ex- 
pressed extreme concern and disquiet over the operation of this pro- 
gram for some time. The administration’s proposals in the 85th 
Congress placed many school projects in my district in grave jeopardy, 
Fortunately, the Congress did not shirk the responsibility the Fed- 
eral Government has to communities impacted by Federal activities 
and extended Public Laws 874 and 815. Our school administrators, 
relying, as they had every right to do, upon Congress, made their plans 
for the next school year. Traditionally, schoolteachers are evaluated 
on their teaching performances and new contracts are offered in the 
spring for the coming fall term. School budgets are usually made up 
at this same time and uncertainties about Federal contributions con- 
tinue to add greatly to the problems of our already burdened teachers 
and administrators. It is unthinkable to me that this committee will 
not approve the full authorization so vitally needed for the continua- 
tion of these programs. 

In the 85th Congress, the President seemed to feel that it is pos- 
sible to determine when an impacted area ceased to exist thereby 
allowing a discontinuance of this type program. While I believe 
that the Federal Government has an obligation to the local communi- 
ties in which its activities are located and should pay for the cost of 
local government just as any other good citizen, I wish to assure this 
committee that impacted situations still exist in the Fifth Congres- 
sional District of Maryland. The National Security Agency recently 
completed its move to Fort George G. Meade. This has placed an addi- 
tional burden on the school systems of both Prince Georges and Anne 
Arundel Counties. Andrews Air Force Base, essential to the de- 
fense of the Nation’s Capital, is constantly being increased in size. 
Flight activities from Anacostia as well as Bolling Field are being 
consolidated at Andrews and in addition an indoctrination field for 
Navy Academy midshipmen is being built. In Charles County recent 
developments in the propellant field have given to the naval propel- 
lant plant a significant role in the production of the Polaris missile. 
This will undoubtedly lead to substantial expansion. In St. Marys 
County. the Patuxent Naval Air Station is playing an ever-increasing 
role in the testing of naval weapons for the future. Many of the coun- 
ties in which these essential defense activities are located are primarily 
rural in nature and do not have the means to provide the type educa- 
tional facilities that I know this Congress would want to see the 
children of our defense personnel receive. Further, in view of the 
tremendous holding by the Federal Government of unused land 
throughout the Fifth District, the tax base of our local municipalities 
is severely curtailed. 

This responsibility cannot be shirked and T have every confidence 
that this committee will carry out the intent of Congress in this 
matter thereby enabling our school] administrators to continue to plan 
sensibly for the future education of our children. I urge with all the 
power at my command that the additional sums needed to carry out 
the purposes of Public Laws 874 and 815 be included in the special 
deficiency bill now before the committee. 

Mr. Tuomas. Thank you, Mr. Lankford. 
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ASSISTANCE TO STATES IN FEDERALLY Impacted AREAS 


WITNESS 


HON. CLEMENT'W. MILLER, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 


Mr. Tuomas. Next, we shall hear from Representative Miller of 
California. We are glad to have you with us, Mr. Miller. 

Mr. Mitier. Thank you, Mr. Chairman, for the opportunity to pre- 
gent testimony to your committee on the 15 percent deficiency of 
Public Law 874 funds for the current fiscal year, as it affects by 
district. 

The 9-year-old policy of the United States to bear a portion of the 
cost of maintaining and operating public schools upon which the 
United States has placed financial burdens has far-reaching import- 
ance to the First District of California. 

Within this district—comprising the north coast of California, 
from the north shore of the Golden Gate to the Oregon line—the Fed- 
eral Government has many substantial interests. These include mili- 
tary bases, national forests, and Indian reservations. 

I would like to indicate, Mr. Chairman, what our failure to provide 
full entitlement of Public Law 874 funds would mean to the children 
of just 2 of the more than 45 school districts in my district which have 
participated in the 874 program. 

But, first, let me say that these school districts—many of which have 
asked me to urge you to appropirate the 15 percent not now appropri- 
ated—do not wish to put themselves in the position of a group hoping 
to get something for nothing. 

hey believe that the public policy expressed in Public Law 874 
is an equitable one; that the taxpayers of the United States should 
bear a portion of local public school costs when local school revenues 
or costs are directly affected by Federal acquisition of local real prop- 
erty or for children whose parents are employed on Federal property. 
or when there has been a sudden and’ substantial increase in loca] 
school attendance as a result of nearby Federal activities. 

And these schoolmen and school board members will, of course, 
accept whatever decision you make as the right one to make. 

But, they feel that a sound and continuing and consistent Federal 

olicy which would insure payment in full as scheduled is just as 
important as the amount of money to be paid per child. 

Take the case of the San Jose school district at our vital Hamilton 
Air Force Base in Marin County—just north of the Golden Gate: 

Seventy-one percent of the children in this district’s four elemen- 
tary schools are federally connected under Public Law 874. 

Last June this school district prepared its current budget on the 
basis of three sources of income—State, Federal, and local. The dis- 
trict has been advised that its Public Law 874 entitlement is $134,426. 
If only 85 percent of this is to be paid, its income is reduced by 
$20,164. 

Because of rapidly increasing growth and the need to employ more 
teachers, the district’s general reserve has been depleted. Like most 
school districts, this one operates on a tight budget and finds it im- 
possible to cover a $20,000 loss in income. 

37458—59—— 61 
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Much of.this distriet consists of the airbase itself and surroundin 


suburban development where the airmen and airbase employees ang | 


their families live. The assessed value of the privately held land igs 
relatively low—so low that it would require more than a 30-cent tax 
rate increase to raise $20,000. 

Twenty thousand dollars could help this one district meet any one 
of oa following needs, or a partial combination of them: 

. Buy one se hoolbus and operate it for 1 year. 

2. E mploy 3 to 4 more teachers to reduce class loads from more 
the an 40 to less than 30. 

Equip a materials center for teacher and pupil use. This would 
me sind much needed materials in history, geography, science, read- 
ing, arithmetic, art, music, and literature. 

4. Equip two libraries. None of this district’s four schools has 
adequate library facilities and no public library facilities exist in the 
community. 

In addition to needs that are unmet, the uncertainty of the amount 
of Federal participation actually has a negative effect on educational 
standards. As District Superintendent Phillip W. Schneider put it 
to me last month: 


Because of our heavy dependency on Federal money the ever-present pos- 
sibility of not receiving 100 percent entitlement has been a continuing unsettling 
problem in our budget planning. 

Year after year we attempt to outguess what Congress may do. This often, 
I feel, has a negative influence on the instructional program. 

The uncertainty of whether or not the Government will pay 100 percent en- 
titlement forces us to defer employment of necessary personnel, or delay buying 
instructional materials. 

In past years, it should be said, eventually we have received 100 percent of 
entitlement, but after the close of the fiscal year in which the entitlement was 
authorized. The ever-present possibility that some Congress might not approve 
100 percent payment creates a planning problem in which the district tends to 
protect itself in terms of expenditures, and, therefore, does not provide 
the * * * (services) it might otherwise have provided. 

Sound Federal policy which would insure payment in full is just as important 
as the amount of money to be paid per child. 


And, Mr. Chairman, please consider for a moment the situation at 
another schoo] district at the northern end of my district—in Hum- 
boldt County—on the Hoopa Indian Reservation. 

Donald E. Himes, Jr., the superintendent of this school district— 
Klamath-Trinity Unified—tells me that it is 
* * * imperative that this district receives Public Law 874 funds for the current 
school year * * * if our schools are to continue operating until June. 

This school district includes California’s largest Indian reservation 
and largest enrollment of Indian pupils. Also, there is an extraordi- 
narily high percentage of Federal land within a district—including 
national forest land; 78 percent of the district’s 925 square miles are 
Federal lands. 

And, adds Superintendent Himes: 


Also we would like you to consider * * * some measure of stability of school 
income derived from Federal sources. The great fluctuation in national forest 
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timber sales (a portion of which is earmarked for schools in lieu of taxes), and 
now the prospect of decreased 874 moneys previously anticipated in our budget 
will very likely force our schools to close in the near future. * * * 


Mr. Chairman, except to offer for your record several additional 
statements from wiait coat and school boards, that ¢on- 
cludes my testimony. 

I wish,to urge you and the members of ‘this committee to restore 
this fair, equitable and necessary program to full 100 percent-entitle- 
ment—even though it is not so cluded in the administration’s Bud- 
get Bureau budget. I hope, Mr. Chairman, that as we fight the battle 
of the budget, none of us win or lose it at the expense of our children, 
Thank you very much. : 

Mr. Tuomas. Thank you, Mr. Miller. 


ADDITIONAL STATEMENTS FOR THE RECORD 


1. Petaluma City Schools, Petaluma, Sonoma County, William B. Manning, 
superintendent : 

“It has come to our attention that due to budget economy by President Eisen- 
hower, our allotment under Public Law 874 is to be seriously curtailed. * * * 
During past few years, as expenses * * * have risen, we have come to depend 
more and more on this Federal allotment to meet our growing budget. We 
urgently request that you support an appropriation * * * to provide applicants 
under 874 the full amount of their entitlement under the act.” 

2. Humboldt County Board of Education, Eureka, Glen W. Paul, secretary 
and superintendent : 

“It has come to the board’s attention that appropriations under Public Law 
874 for the 1959 fiscal year will permit payment of only 85 percent of the esti- 
mated entitlement of school districts under the act. * * * 

“This will have a very serious effect upon the financial programs of a number 
of districts in the county, since several of them have prepared their 1959 budgets 
on the basis of receiving full entitlement and any failure to do so will seriously 
jeopardize their educational programs. 

“The board has instructed me to write you to impress upon you the seriousness 
of this reduction upon the financial affairs of the school districts, and to urge 
you to support an appropriation early in the coming session of Congress to pro- 
vide applicants under Public Law 874 thé full amount of their entitlement.” 

8. Reed Union School District, Belvedere-Tiburon, Marin County, Paul R. 
Stouffer, superintendent : 

“The Reed Union School District urges you as our Representative to Congress 
to contact the House Appropriations Committee and make known our need for a 
full entitlement under Public Law 874 * * * even though the Bureau of the 
Budget may not have so recommended. 

“In dollars and cents, our entitlement means about $5,000 to $6,000 for our 
district, which as you know, is a relatively small one. Some services to the 
children of our district will undoubtedly have to be forfeited if our entitlement 
is reduced.” 

4. Novato Unified School District, Marin County, William J. Smith, superin- 
tendent : 

“Our district is a relatively small one with five elementary schools and one 
high school. We have slightly over 3,000 pupils in grades kindergarten through 
12. Our annual operating budget is approximately $1,250,000. 

“Public Law 874 provides us with eligibility for $72,874 for the current operat- 
ing year of 1958-59 * * *. If there is a deficiency of 15 percent in this fund, 
it means a loss of $10,931 in operating revenue for this district. In these times 
of heavy responsibilities for schools and strained school budgets, such a loss 
would be a serious financial problem. 

“Your good offices in the present session of Congress to prevent this back- 
ward step is earnestly solicited. All of us are deeply appreciative of efforts 
made in the past by Members of Congress * * * to keep school finances abreast 
of needs.”’ 
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SUPPLEMENTAL Estimates, 1959 
WITNESS 


HON. LEE METCALF, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF MONTANA 


Mr. Tuomas. We shall now hear from Representative Metcalf of 
Montana. 

Mr. Mercatr. Mr. Chairman, I appreciate this opportunity to rep. 
resent Montanans and their congressional delegation in urging ap- 
proval of several items in the appropriation bill you are considering, 
Senator Murray, Senator Mansfield, and Congressman Anderson have 
asked that they be associated with this statement. In summary, we 
support three of the items for which an administration request has 
been made. In addition, we have a deficiency request of our own. 

In the first category are requests for an additional: 

1, $75,300,000 for defense educational activities in the Office of 
Education. 

2. $350,000 for the Outdoor Recreation Resources Review Com- 
mission under independent offices. 

3. $200,000 for the Alaska International Rail and Highway Com- 
mission. 

In the second category is $725,730 for the proposed West Yellow- 
stone Airport project in Montana. 


DEFENSE EDUCATION 


The administration request for $75,300,000 includes $25 million for 
capital contributions to student loan funds for which applications had 
been filed on or before January 6, 1959. Another $37 million would 
be for grants to States and loans to nonprofit private schools for 
science, mathematics and modern language teaching facilities. And 
$2 million would be for grants to the States for testing, guidance, 
and counseling. 

The loan program will provide funds to public and nonprofit private 
colleges and universities for long-term student loan funds to enable 
needy and able students to complete their higher education. 

This program was launched Yast year with an initial appropria- 
tion of $6 million of the 4714 million authorized. The need can be 
readily demonstrated by statistics from Montana. Of the authorized 
amount of $186,431, we received an appropriation of $23,549. This 
was a little more than 16 percent of the requests for loan funds from 
eight Montana colleges, which totaled $146,230. If this supple- 
mental appropriation is provided, I am told, Montana’s appropriation 
will be a total of $117,746, still under the amount needed by our col- 
leges and universities. 


RECREATION RESOURCES REVIEW 


I was among cosponsors of Public Law 85-470 which set up the 


National Outdoor Recreation Resources Review Commission. It was 
established to conduct a comprehensive survey of the Nation’s out- 
door recreation resources and to develop recommendations for policies 
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and programs which will assure adequate quantity and quality of out- 
door recreation opportunity to meet the needs of our increasing popu- 
lation. 3 

The $350,000 supplemental appropriation would enable this Com- 
mission to start work on this inventory. 


ALASKA RAIL AND HIGHWAY COMMISSION 


Public Law 85-601 extended the life of the Alaska International 
Rail and Highway Commission, charged with studying the advan- 
tages and economic feasibility of additional rail and highway routes be- 
tween the continental United States and the new State of Alaska. 
However, only $40,000 was provided for the study. 

Members of the Commission decided that an inadequate study would 
be worse than none. So they disbanded the staff last year. 

Funds provided by this request would enable the study to go for- 
ward. It is vital that Congress be apprised of the economic benefits 
to the United States, Canada, and Alaska that could result from in- 
dustrial development, dependent upon improved or additional trans- 
yortation facilities. 

The study financed by this $200,000 item would determine the 
location, extent, and availability of known or undeveloped resources 
which need added or improved transport facilities. ‘The Commission 
will recommend to the Congress the most feasible routes based on a 
cost-benefit ratio. Present and future markets for the natural re- 
sources of the areas will be an important phase of the study and report. 

As Mr. William H. Browning, executive vice president of the Mon- 
tana Chamber of Commerce wrote me last year: 

We in the State chamber are vitally interested in this problem of a north- 
ward route to Alaska. 


WEST YELLOWSTONE AIRPORT 


~ wo 


It will take an appropriation of $725,730 for the Park Service for 
initial construction work for the West Yellowstone airport, which 
the Montana State Aeronautics Commission has said: 

Would give a needed facility for scheduled airline aircraft operations, which 
would be of material benefit to Montana and to the accessibility of this recrea- 
tional area (Yellowstone National Park) to people from throughout the country. 

Details on this airport—to serve this Nation’s oldest and largest 
national park—have been worked out over the years by local, State, 
and Federal officials within the framework of Public Law 463, 81st 
Congress. It is this law, you will recall, which authorizes the Secre- 
tary of the Interior to plan and build airports near national parks. 
The Forest Service has offered the land for this airport. The Civil 
Aeronautics Administration, now the Federal Aviation Agency, has 
recognized the desirability of this development, and has offered 
$637,000 as that Agency’s share of construction funds. Under date 
of January 20, 1959, the Montana State Aeronautics Commission 
offered to administer, operate, and maintain the airport. 

Our file on this project includes copies of supporting letters from 
Gov. J. Hugo Aronson to the Civil Aeronautics Administration and 
the Secretary of the Interior. 

Mr. Tuomas. Thank you, Mr. Metcalf. 
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ASSISTANCE TO SCHOOLS IN FepERALLY ImMpaAcTED AREAS 
WITNESS 


HON. CLIFFORD G. McINTIRE, A REPRESENTATIVE IN CONGREss 
FROM THE STATE OF MAINE 


Mr. Tuomas. We shall hear now from Representative McIntire of 
Maine. 

Mr. McIntire. Mr. Chairman, I am submitting to the record two 
pieces of correspondence—a telegram and a letter—which vividly 
portray the urgent need for eligible schools in federally impacted 
areas to receive payments reflecting 100 percent of Public Law 874 
entitlements. 

In addition, I would like to point out that to refrain from paying 
supplemental funds for school construction under Public Law 815 
would be but to visit extremely adverse circumstances on Maine com- 
munities. 

Mr. Chairman, Maine communities find themselves in desperate 
straits not because of any fault of their own, but because of a Federal 
activity which imposes upon them certain financial stringencies asso- 
clated with the accommodation of the educational needs of fede ‘ally 
impacted areas. 

Because the activity concerned is a corollary of our defense pro- 
gram and an element of our cecal security, it is my considered 
opinion that the Congress has the responsibility of giving 100 per- 
cent rather than partial support to this progr am. The cost burden 
of such a program should not be permitted to destroy the financial 
health of the affected communities. This burden should not be borne 
by a comparatively few communities in our national complex but 
should instead—because of the program’s national nature—be assumed 
by the Federal Government, which performs as a composite of all the 
communities in America, 

Mr. Chairman, I deeply appreciate having the opportunity of pre- 
senting this correspondence and my views for the consideration of the 
members of this c ommittee. 

Mr. Tuomas. Thank you, Mr. McIntire. 

(The following were submitted for the record :) 

OFFICE OF SUPERINTENDENT OF Sc HOOLS, 
Limestone, Maine, February 25, 1959. 
Re Limestone, Maine, Public Law 874 funds 1950-60, reference application 59—-E-8. 
Hon. CLiFForD McINTIRE, 
Representative from Maine, 
House of Representatives, Washington, D.C 

DEAR CONGRESSMAN McINTiIRE: The appropriations made by Congress last year 
are insufficient to pay all applications under Public Law 815 and Public Law 874. 
The U.S. Office of Education in Bulletin No. 25 of September 29, 1958, indicated 
that the amount required to pay the full amount to all applicants exceeds the 
$130 million appropriation by some $20 to $21 million for Public Law 874 alone. 

This information was received by us in November, I believe. At any rate we 
were not aware of this problem until after we had purchased books, supplies, ete. 


for the school year and had employed, under contract, teachers to care for the 
students anticipated. 

Our problem is further complicated by the fact that enrollment of Loring resi- 
dent students is less than anticipated due largely to the fact that a major repair 
program is underway in the Limestone Gardens housing area. Original esti- 
mates as to number of apartments to be vacant and the length of time they would 
be vacant have undergone drastic revisions upward due to various circumstances 
that I feel could not be controlled. This decrease in enrollment naturally will 
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decrease Limestone’s entitlement to Public Law 874 funds. We think we can 
make adjustments to allow for part or all of these ch . 

Estimated Public Law 874 entitlement to Limestone for 1958-59 under appli- 
cation 59-E-8 is $352,684. Entitlement prorated at 85 percent is $299,781.40, a 
difference of $52,902.60. 

In order to effect economies the Limestone superintending school committee 
has directed me to consolidate classes whenever we have a teacher resigna- 
tion. We are consolidating in one grade Friday and expect to effect two further 
consolidations within another month. Purchases of books and supplies for the 
next school year will be postponed beyond the usual and most economical time. 
Purchase of a school bus needed for transportation of Loring resident students 
to Limestone High School will be postponed complicating both financial and 
transportation problems for the 1959-60 school year. All purchases which can 
possibly be postponed will be postponed. 

Despite these plans we currently estimate that if we are paid at 85 percent of 
entitlement we will lack $30,000 to $40,000 of funds needed. In the operation 
of our off-base schools the worst that could happen would be an overdraft of up 
to $10,000. We have no means of handling a similar problem in our Loring 
schools where the sum might reach $30,000. 

Had the facts as published last fall been known by the previous May or June, 
larger pupil-teacher ratios could have been planned and other changes made. 
Our contracts permit dismissal of teachers in the Loring schools on 5 days’ 
notice that their position is abolished. Carrying this out would further compli- 
eate our teacher recruitment problem which is considerable due to the number 
of military installations in the area. An idea of our recruitment problem is in- 
dicated by the fact we have replaced 11 teachers or over 10 percent of our staff 
since school opened last fall. 

Our main point, in case I have included more information than needed, is that 
we have very serious monetary problems unless payments under Public Law 874 
are made at a figure representing something near 100 percent. 

We know of no way that we will receive adequate funds unless a supplemental 
appropriation is approved. 

We should like to point out what you probably realize—that estimates on the 
aps and downs of enrollment in local schools depend considerably on military 
plans which are not always known locally and which are subject to continued 
revisions due to necessity and changes in the military plans and programs. 
(Note: We imply no criticisms of the military.) 

We will be happy to provide additional information that you may need. 
Copies of this letter are enclosed for distribution to the other members of the 
Maine delegation or whatever you may feel is the best use. 

We plan to write you shortly regarding Limestone’s problems regarding 
Public Law 815. 

In an attempt to provide a better education at a fairer rate of local taxation, 
local citizens (51) of Limestone and Caswell are recommending the formation 
of a school administrative district. A copy of this study will be sent should 
you desire it. 

Sincerely, 
ARTHUR F. DoE, 
Superintendent of Schools. 


Avuausta, MaAIne, February 24, 1959. 
Representative CLirForRD MCINTIRE, 
House Office Building, 
Washington, D.C. 

Approximately 40 Maine school districts are receiving funds under Public 
Law 874 to assist in educating children of parents who live or are employed 
on Federal projects. Failure to provide adequate Federal funds would throw 
& progressively heavier burden upon the tax resources of local school districts. 
It is not felt that local tax resources should be responsible for education of 
children whose parents are employed in Federal activities which are principally 
military in character. Re Public Law 815, failure to supply supplemental 
funds will adversely affect several Maine communities. The Maine depart- 
ment of education solicits your support and effort to obtain the full supple- 
mental appropriation. 

WARREN G. HII, 
Commissioner of Education. 
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InpiAN Payments Resuttinc From Construcrion OF OAHE anp 
Forr RanpDALL Dams AND ASSISTANCE TO SCHOOLS IN FEprERatzy 
Impacrep AREAS 


WITNESS 


HON. E. Y. BERRY, A REPRESENTATIVE IN CONGRESS FROM THRE 
STATE OF SOUTH DAKOTA 


Mr. Tuomas. Next, we shall hear Representative Berry of South 
Dakota. Mr. Berry, you may proceed. 

Mr. Berry. Mr. Chairman and gentlemen of the committee, I am 
here for two purposes this afternoon. 

First, to urge your approval of two appropriation items to effectu- 
ate three laws passed by the 85th Congress. The 85th Congress 
passed three laws which had for their purpose the settlement with the 
Standing Rock Indian Reservation, the Crow Creek Indian Reser- 
ration, and the Lower Brule Indian Reservation—all three members 
of the Sioux Tribe in South Dakota. The purpose of the laws were 
to provide compensation for the taking of the lands and the resultant 
damages as a result of the construction of the Oahe and the Fort 
Randall Dams on the main stem of the Missouri River. 
laws are Public Law 85-915, Public 
85-923. 

The proposed supplemental appropriation provides on page 2% 
under “Department of Defense-Civil Functions, Department of the 
Army,” $5 million to effectuate these three laws. And on page 32 
under “Bureau of Indian Affairs,” the proposed bill provides $6,960, 


000 for payment of the rehabilitation program on the Standing Rock 
Indian Reservation. 


The three 
Law 85-916, and Public Law 


I shall not take the time of this subcommittee other than to point 
out that these funds are provided in the proposed supplemental ap- 
propriation and to answer any questions that any member of the 
subcommittee may have with regard to these figures. 

My second purpose in appearing before this subcommittee today 
is to join with Congressman Cleveland B: ailey of West Virginia and 
the other Members in urging supplemental funds for the implementa- 
tion of Public Law 874 and Public Law 815. 

As has already been pointed out, Congress increased the coverage 
of these two laws when extending them last year; but in spite of the 
fact that the coverage was increased, they failed to increase the funds 
necessary to implement these increased coverages. The result has 
been that the Department has been able to provide only 85 percent of 
the entitlement of all school districts eligible under these two public 
laws. 

I have in my district almost every phase of entitlement under these 
two laws, and am therefore very vitally interested i 
appropriation to implement the increased coverage. 

I have in my hand reports from about 20 school districts, all of 
which are seriously affected by this appropriation shortage. The first 
to which I would call your attention is the Douglas school system, 
which adjoins Ellsworth Air Force Base near Rapid City, S. Dak. 


in this increased 
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This school was established for the purpose of providing education 
to the Air Force personnel on this base. I have here a letter from 
Robert R. Spelts, superintendent of the Douglas school, under date 
of November 19, 1958, in which he says, and I quote : “You are 
aware that 98 percent ‘of the children attending our school are fed- 
erally connected. U nless we receive 100 percent entitlement, we will 
be unable to meet our budgeted obligations.” 

I have a further letter from Superintendent Spelts advising that 
the school district has been required, as of the first of this month, to 
vo on a warrant basis. In other words, the appropriated funds have 
een used by this school which depends almost entirely upon Public 
Law 874 funds. They have practically no tax base, their whole func- 
tion is to provide education for the personnel of the Air Force base; 
and Congress must do one of two things to save this school system 
and many others in the same category, “and that is either to appro- 
priate money required to maintain these schools under Public Law 
874 or else repe al the additional coverage authorized in the extension 
of the law. 

I also have here the balance sheet of the Provo School District, 
Boited at Igloo, S. Dak., where the children of those employed in 
the Black Hills ‘Ordnance Depot are educated. Out of a budget of 
$185,000, the district anticipated revenue of $11,000 from St: ite aid, 
$9.500 from tuition, $2,500 from taxes, $7,872 from county and State 
apportionment. The balance of the operation of their school must 
come from Public Law 874. Unless they receive 100 percent of their 
entitlement under Public Law 874, this school district will be in the 
same shape as the Douglas School District at Rapid City to which I 
have just referred. 

I have here the statement from the Sturgis Public School at Sturgis, 

S. Dak., near which is located the Veterans’ Administration Hospital. 
While this district is not as dependent as these other two districts, 
their entitlement is approximately $40,000 per year, 15 percent of 
which will seriously throw their budget out of balance. 

I also have the letter from the Eagle Butte Independent School 
District where 80 percent, of the lands in the district are Indian lands. 
This district is seriously dependent upon 100 percent of the funds from 
Public Law 874. The same situation exists with respect to the White 
River Independent School District, the Edgemont Independent School 
District, the Rapid City Public Schools, the Piedmont Public School, 
the Hot Springs School District, the Todd County Independent 
School District, and about 20 other school districts ‘that have con- 

tacted me, and I have in my hand copies of their budgets to indicate 
the serious condition that this appr opriation failure has created. 

Mr. Chairman, I shall not take further time of this subcommittee, 
except to say that we must do one of two things: Either we must go 
back to the coverage of the old law, or we must onye opriate additional 
money to cover the additional situations created by the coverage in 
the new law. 

Thank you. 

Mr. Tuomas. Thank you, Mr. Berry. 
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Fioop ContTROL 


WITNESS 


HON. FRED WAMPLER, A REPRESENTATIVE IN CONGRESS FRoM 
THE STATE OF INDIANA 


Mr. Tuomas. We shall now hear from Representative Wampler of 
Indiana. 

Mr. Wameter. Mr. Chairman, members of the committee, my d 
appreciation for this opportunity to appear before your special House 
Appropriations Committee unit considering additional administration 
money requests for the current fiscal year. 

I am sure all the distinguished members of this committee are fa- 
miliar with the tragic and devastating floods that recently have been 
raging along the Wabash River causing untold human misery and 
many millions of dollars’ worth of property and agricultural damage 
and destruction. 

Last year in Indiana, Mr. Chairman, some 60 highways were ac- 
tually impassable due to the extreme flood conditions then existing, 
Included were major highways U.S. No. 24 at Logansport, No. 31 at 
Peru, No. 25 at Delphi, No. 41 at Attica, No. 43 north of Lafayette, 
No. 64 west of Princeton: U.S. No. 50 west of Vincennes was washed 
out for over 10 days. Asa result, the motortruck transportation lin 
which service about 49 percent of the communities in the State of 
Indiana, were forced to reroute extensively their operations. Many 
Indiana communities were completely isolated due to the fact that 
flood-damaged bridges made it virtually impossible for truckers to 
pass. 

At Huntington, Wabash, and Peru, the city water supplies were 
so severely threatened that if the floodwaters had risen 6 inches to 
1 foot more, local waterworks would have been thoroughly contami- 
nated, thus triggering a serious health hazard, conceivably to the 
epidemic stage. 

At Terre Haute, we used 140,000 sandbags and spent approximately 
$100,000 compensating the National Guard and the Air National Guard 
for their flood-fighting services. In addition to National Guard per- 
sonnel, a civil defense corps, high-school students, inmates of the State 
penal farm and the local citizenry contributed their efforts, on a day- 
and-night basis. This grave situation, Mr. Chairman, has been re- 
peated annually for the past 3 years in and around the city of Terre 
Haute. 

The city of Clinton purchased 8,000 sandbags at 14 cents each for 
a previous emergency, emptied them after the flood had subsided and 
stored the bags for future use. They were needed again for the most 
recent flood. Also, Clinton’s waterworks was practically inundated 
by the floodwaters. At Attica, some 20 houses were flooded as high 
as the second story. 

There was extensive damage to farmlands and property; and five 
lives have been lost within the past few years in floods. One life was 
lost during the most recent flood. 
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I am asking for preconstruction planning funds for the following 


projects : 
West Terre Haute local protection project___-___.____--__---------_~-~- $30, 000 
TID arti ne totes pelvis ante amennnieeicenmbors seas aghoaeseoriemnedeosmedtias 30, 000 
SE PEUOOLL... Jak Atl Shik we tia eb enehbiiaebnantoneconsn eee = 25, 000 
ueeeo (ON@R. 6 ce oli fe Se SL Ud ~~ "67880 
SND TEA YOR. 1OVOR wok d nn Saleen cust ahmed uk dest pees —> 50, 000 
tn das ato oe a> lal aid a gl ie Niassa cel naa tare 30, 000 
MUSE Aa A dadeke tik. china es ele ba hte a hc eine aris er nara car enim a an ace eaten Pieces _. 170, 000 
Plus money to conduct a resurvey of the Conover levee________-____~- __ 2,000 
a a idl secitaiiiieesiaian cit eine 172, 000 


All these projects, Mr. Chairman, have been authorized but funds 
for design and preconstruction planning were not included in the 
budget for this fiscal year. I have been in contact with the Army 
Corps of Engineers, and have determined what amount they could 
utilize during the remainder of the current fiscal year if funds were 
appropriated by April 1, 1959—$172,000. I also ask that the sum 
of $200,000 be approved for the reservoirs in north Indiana, for 
design and construction planning. 

For comparison purposes, [ would like to point out that during the 
two flood emergencies this year, the President authorized expenditure 
of up to $500,000, and full information is not yet available about the 
amount actually spent. 

The total needed for construction of six major flood control projects 
in the Sixth District is $3,433,000 in Federal funds; $447,000 non- 
Federal or local funds. 

Local communities in Indiana are fully aware of the responsibilities 
they must assume if they are to receive Federal financial assistance, 
and will comply wholeheartedly. 

Again, Mr. Chairman, thank you for this chance to testify in sup- 
port of Federal flood-control assistance in the State of Indiana. 

Mr. THomas. Thank you, Mr. Wampler. 


ALASKA INTERNATIONAL Ratt AND Highway ComMMIssIon 
WITNESS 


HON. RALPH RIVERS, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF ALASKA 


Mr. Tuomas. Now, we have with us Representative Rivers of 
Alaska. 

Mr. Rivers. Mr. Chairman and gentlemen of the committee, I am 
pleased to appear today in support of the request of the Alaska In- 
ternational Rail and Highway Commission for a supplemental ap- 
propriation of $200,000 authorized in 1958. I have followed the 
work of the Commission with much interest. I have studied their 
plan to contract for an economic study of the natural resources which 
peed additional transport facilities to reach world markets, and I 
believe it is the only course of action that will develop concrete 
recommendations. 

Past studies have resulted in feasibility reports for certain routes 
Meanwhile, British Columbia is planning and building a few roads, 
the one of principal interest to Alaska and the United States extend- 
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ing south from the Alaska Highway through Cassiar to Stewart, the 
most northerly port in the Province. | 

It is vital to the development of Alaska and northwest North 
America that road and rail routes be chosen that will bring maximum 
returns. The actual facilities may not be completed for a number 
of years. But the routes should be selected that will tap areas of 
greatest potential, whether it be Alaska or Canada, and whether the 
resource be metals, minerals, forests, fish or people. This can only 
be accomplished by a study such as the one proposed and it must be 
done well. This will be the economic study that will end the need 
for all future studies. 

The Commission report of findings and recommendations will en- 
able the Congress to determine future action, probably jointly with 
Canada. Without such a study, the Congress will be ill prepared 
to provide guidance on future investments or expenditures for high- 
ways, railroads or port facilities, whether they be public or private, 

The people of Alaska are keenly interested in this project, real- 
izing the limitation of a single gravel road (the 1,300-mile two-lane 
= of the Alaska highway from Dawson Creek, British Colum- 

yia to Tok Junction, Alaska) connecting their road network with 
the outside. While present capacity is adequate, the Alaska high- 
way would be required to handle many times this volume to support 
the civilian and military population of the new State, if an emergency 
prevented movement of cargo by water. 

Military waterborne cargo during the year ending June 30, 1958 
totaled 170,000 short tons. Civilian shipments by water during 
1957 between central Alaska and the other States and Canada totaled 
1,125,000 tons. Southeastern Alaskan ports accounted for an addi- 
tional 400,000 tons. If emergency conditions suddenly precluded 
use of ocean going ships to the new State, the Alaska highway would 
immediately be swamped with an increase of 4,200 tons of cargo daily. 
This figure is based on peacetime requirements and would be in addi- 
tion to present highway traffic volume, ranging from an average of 
25 to 500 tons per day on various sectors (see table attached). 

In 1958, the U.S. Army Transportation Corps estimated that if 
average daily gross tonnage over the Alaska highway exceeded 2,000 
short tons, the maintenance could not keep pace with the demand. 
It is probable that the capacity between Haines Junction and the 
Yukon-Alaska border averages only 1,200 short tons per day. This 
average is reduced to only 333 tons daily during March, April, and 
May, the period of alternate thawing and freezing, which reduces 
the capacity of gravel-surfaced highways from 10 to 75 percent of 
maximum. A review of engineering literature indicates the higher 
capacities represent vehicle volumes considerably in excess of cur- 
rent practice on low-type roads in the United States. (A short list 
of reference material is attached.) 

I urge you to approve the request for the entire $200,000, to be 
available during the life of the Commission. Not only are Alaskans 
desirous of getting additional overland transportation facilities to the 
other States, but the residents of the panhandle hope to see one or 
more connecting links to such facilities, ending their entire depend- 
ence on water transport. 

Thank you, Mr. Chairman, for this opportunity to endorse this 
appropriation. 

Mr. Tuomas. Thank you, Mr. Rivers. 
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Nationat Derense Epucation ANp DeveLopMeNtT Loan Funp 
WITNESS 


MRS. ALISON G. BELL, LEGISLATIVE ASSOCIATE, THE AMERICAN 
ASSOCIATION OF UNIVERSITY WOMEN 


Mr. Tuomas. We shall hear now Mrs. Alison G. Bell 
the American Association of University Women. 

Mrs. Brett. My name is Alison G. Bell, and I am the legislative 
associate on the staff of the American Association of U niversity 
Women. I am here to represent the association in support of two 
programs covered in the omnibus supplemental appropriations bill 
which this subcommittee has under consideration at the present time, 
These two programs are the National Defense Education Act, enacted 
in 1958, and the Development Loan Fund, which is a part of the 
mutual security program. 

For the benefit of those members of this committee who are not 
acquainted with the work of the American Association of University 
Women, we shall take the liberty of pointing out that our organiza- 
tion, now over three-quarters of a century old, was founded and con- 
tinues solely for the purpose of uniting college-educated women in 
furthering their own intellectual growth and for work in the public 
interest as a responsibility of citizens who have had the privilege of 
a college education. The association has a membership of ap proxi- 
mately 145,000 college graduates organized in 1,415 branches 
49 States and Territories. 

Because we recognize the great pressure under which this committee 
works, we shall attempt to be brief. We are convinced that much of 
what happens in the world within the next few years depends ] 
upon actions taken in this committee. 

We appear before you because we believe both programs to which 
we wish to speak are integral parts of adequate national planning and 
principal instruments for the advancement of sound domestic and in- 
ternational policy. 

In support of the National Defense Education Act we should like 
to point out that education, like peace, has become a worldwide prob- 
lem which no longer is separable from the well-being and survival 
of mankind. 

Our own Nation’s crisis in education support, generated by an ex- 
ploding birth rate, the mass of new knowledge, and the increasing 
need and desire for educaticn created by this new knoweldege, must 
be faced squarely. The National Defense Education Act has proved 
a very useful step in that direction in the short period since its en- 
actment, although it has been badly handicapped by the very limited 
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appropriation last August of just $40 million to be divided among the 

tates. Because we are so impressed by the enthusiasm with which 
this legislation has been accepted and because we believe so firmly 
in the potential effectiveness of each title of the act, if the full $887 
million authorized is in the end appropriated, the association sincerely 
urges appropriation of the $75.3 million supplemental appropriation 
requested by the administration for the implementation of the Na- 
tional Defense Education Act through June 30, 1959. The Ameri- 
can Association of University Women also supports appropriation 
of the $150 million included in the President’s budget for the National 
Defense Education Act as a minimum for fiscal 1960. 

In support of the Development Loan Fund we wish to say that in 
the eyes of the associattion the full $225 million supplemental appro- 
priation requested for implementation of this part of the mutual 
security program through June 30, 1959, is, if anything, a sum short 
of adequate. We regard as very damaging to this country’s prestige 
the fact that the much discussed Development Loan Fund has been 
without funds since the 1st of February. 

This situation is particularly serious when it is taken into con- 
sideration that $500 million in screened requests are held by the De- 
yelopment Loan Fund, as are well over a billion dollars in partially 
screened requests, and a new loan to India is being negotiated here in 
Washington. 

It is our conviction that the Development Loan Fund is a far more 
constructive, far more effective, and far less costly tool for combating 
the threat of communism than a constantly expanding military ma- 
chine. We support the DLF program (1) as an effective instrument 
of foreign policy in the underdeveloped areas of the world; (2) asa 
bulwark to our national security through orientation of these un- 
committed areas to the West; (3) as a generator of future markets 
for this Nation’s productivity through contribution to the economic 
stabilization of these underdeveloped areas; (4) and, lastly, as a 
means of counteracting Soviet propaganda by making it known 
abroad that the United States recognizes the interdependence and 
fundamental interrelationships of nations in advancing our common 
cause—the creation of a world society free of the fear of dictatorship. 

We also wish to point out to you the misunderstanding and dis- 
illusionment, both in this country and abroad, created by enactment 
of one kind of authorization legislation and subsequent retreats in 
appropriation legislation. We have had enough experience with the 
loss of prestige so caused to suggest that it is a matter grave enough 
to warrant this committee’s very serious consideration. 

In conclusion we wish to say that we are not unmindful of the 
dangers inherent in a budget situation in which outgo exceeds income. 
However, we respectfully submit that the investment of such sums as 
may be required for education here and abroad and for technical as- 
sistance and development loan funds to underdeveloped areas will in 
the end prove more effective than enormously larger sums spent for 
military defense. We hasten to add that we are not suggesting a re- 
treat from these latter expenditures at this time, but we are suggest- 
ing that in this time of crisis our Nation must afford this dual ap- 
proach to our objective, peace in our time, even at the risk of higher 
taxes. 


Mr. Tuomas. Thank you, Mrs. Bell. 
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ASSISTANCE TO ScHOOLS IN Larpacrep AREAS 


Mr. Tuomas. The committee is in receipt of a communication from 


Representative John R. Foley of Maryland, which will be inserted 
in the record at this point. 


(The matter referred to follows :) 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 


Washington, D.C., March 9, 1959. 
Re Public Law 874. 


Hon. ALBERT THOMAS, 


Chairman, Special Subcommittee on Deficiency, Committee on Appropriations, 
House of Representatives, Washington, D.C. 


DEAR Mr. CHAIRMAN: I am submitting this statement in support of the effort 
being made to correct the shortage of funds for the 1959 budget under Public 
Law 874. In the Sixth District of Maryland, which it is my privilege to repre. 
sent in the House of Representatives, three counties have participated in the 
Federal impacted aid-to-education program under Public Law 874 and Publie 
Law 815. These three counties are Montgomery, Frederick, and Washington, 
They have participated from the beginning. They qualify for participation in 
all respects. 

On each occasion when the question of the extension of Public 
arisen or when a deficiency has occurred in the Federal appropriation pursuant 
to this law, representatives of the Sixth District of Maryland have appeared 
before the several committees urging that this Federal program be continued 
and that full funds be appropriated in support of the program. The reason for 
this consistent support can be dramatically demonstrated, for one example from 
my district, by the following facts reflecting the total number of pupils in the 
Montgomery County school system whose parents are employed by Federal 


Law 874 has 


agencies. 

1950-51 1, 672 | 1954-55 13, O78 
1951-52 2, 204 | 1955-56 14, 830 
1003-53. j 2.715 | 1956-57 18, 417 
We~b4... bi 4, 749 | 1957-58_- ; 20, 000 


Thus, in the short span of 8 years, the total number of pupils has increased 
from 1,672 to now over 20,000 in 1958—59. 
The extent to which Montgomery County has participated in the Public 


Law 
874 program from a money standpoint is indicated by the 


» following figures: 


1950-51... _- se $89, 300 | 1954-55 $797, 034 
1951 52 cian - 0), 489 1955 D6 961, OG6S 
1952-53 ___- ae 122, 332 | 1956-57 1, 331, 515 
| Ee ee se 261, 476 | 1957-58 1, 450, 000 


Thus, rather than the need for the program decreasing, the foregoing facts 
forcefully demonstrate that the program must be continued. The soundness of 
the program has been amply fortified by experience. Each dollar authorized 
under Public Law 874 must be appropriated to the participating school districts. 

The opponents of Federal aid to education in our community after studying 
the experience of the Montgomery County school system under Public Law 874, 
have dissolved their opposition to the vanishing point. This change of position 
has been brought by the harsh economic facts summed up in the increasing 
costs to provide not only an adequate school system but a school system that 
will truly serve the needs of the community. I can confidently inform the 
committee, that in the Sixth District of Maryland there is overwhelming sup- 
port for Public Law 874 and full appropriation of the funds pursuant to this 
program. 

Solely for the purpose of updating the facts supporting this program as it 
pertains to Montgomery County, the committee should be informed that the 
assessable value of Federal properties located in Montgomery County is $157,- 
726,980. If the school tax rate of $1.41 per thousand and the capital debt 
service charge of $0.42 per thousand, were applied to this assessable value of 
Federal properties, the amount of $2,886,403 would be paid to Montgomery 
County for public school purposes. The combined school and county tax rate 
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of $2.15 would produce $3,391,130. Persons employed on taxable property, for 
two children in the public school system, contribute by way of taxes the sum 
of $432 annually where such person is a homeowner. A Montgomery County 
homeowner who is employed on Federal property contributes $291 toward the 
cost of two children in the public school system when the share of State aid 
js applied. In this latter instance, Public Law 874 has produced $131 for these 
two children from Federal funds raising the total contribution to $422, still 
$10 behind the total amount contributed where the homeowner is employed on 
taxable property. This difference is made up from other taxes collected in the 
county without the full appropriation under Public Law 874. The difference in 
the cost to educate the two children increases the burden on other sources of 
county tax revenue. The actual payment of $1,450,000 under Public Law 874 
in 1957-58, is very much less than the $3,391,150 producible from taxpaying 
properties of the same value as the tax exempt Federal properties. 

If one could say, as one must, that the program initiated in 1950 was a sound 
program when it served the interests of 1,672 pupils, it is even more sound, 
more essential, more vital today when over 20,000 pupils are being supported 
in the public schools of Montgomery County by Public Law 874. 

During the 1957-58 year, the following funds were received in the percent- 
ages indicated : 

Source of revenue 








Amount Percent 
Federal, Public Law 874 : cevislucceseeef Shaan 7. 46 
State . - . . | 4,081, 000 | 21 00 
te sce dabinks ch gueciledinws svi dike tiated te 0th Bebe Fi 13, 903, 737 | 71. 54 
eT Sasi caateien upktaienians 19, 434, 737 | 100. 00 
i 


The county will continue to pay the greatest portion of the tax cost and this 
is proper. 

The chairman and members of the committee are respectfully urged to pro- 
vide by a supplemental appropriation the amounts necessary to pay 100 percent 
of the 1958-59 entitlements under Public Law 874. 

Respectfully submitted. 

JOHN R. FOLEY, 
Member of Congress. 


Mepat rin Honor or Dr. Rocer Post Ames 


Mr. Tuomas. The Committee has received a letter and enclosure 
from Representative Boggs regarding the medal in honor of Dr. Roger 
Post Ames. 

(The matter referred to follows :) 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D.C., February 23, 1959. 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Supplemental Appropriations, House Appropriations 
Committee, The Capitol, Washington, D. C. 

DeAR Mr. CHAIRMAN: It has come to my attention that the supplemental ap- 
propriations proposed for 1959 contain an item of $500 to strike a medal in 
honor of Dr. Roger P. Ames pursuant to Public Law 85-879. 

I am the author of this law, and I urge that the committee give every con- 
sideration to approving this item. 

A brief memorandum concerning Dr. Ames is enclosed herewith for the 
committee’s perusal. 

With kindest regards, I am, 

Sincerely, 
HALE Boaes, 
Wember of Congress. 


37458—_59—_—62 
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Dr. Roger Post AMES 


On February 28, 1929, the Congress of the United States enacted legislation 
to recognize the high public service rendered by Maj. Walter Reed and those 
associated with him in the discovery of the cause and means of transmission of 
yellow fever. Twenty-three persons were chosen to be included on a roll of 
honor in special recognition of the high public service rendered and disabilities 
contracted in the interest of humanity and science as voluntary subjects for the 
experimentations during the yellow fever investigations in Cuba. These 23 
people were composed of the 4 members of the U.S. Army Special Yellow Fever 
Board ; those who were infected voluntarily by the yellow fever mosquito; those 
who were infected voluntarily by blood infusions. Besides being included op 
the roll of honor these men or their widows were awarded special monthly 
pensions for their meritorious service. Dr. Ames was not included in this list, 
despite the fact that he was directly in charge of the experimental camp, was 
on duty at the time of its establishment until it was discontinued, and was also 
charged with some responsibility in securing volunteers and subjects for experi- 
ment. Not one life was lost among the volunteers under the care of Dr. Ames. 
(One of the members of the Yellow Fever Board, Dr. Lazear, died from the 
disease, but it has been said that he permitted himself to be bitten by an infecteg 
mosquito, and did not report his illness to Dr. Ames until after he had been sick 
for 2 days.) 

I may point out here that the possibility of the loss of one or two patients in 
the early work at Camp Lazear would have stopped all further tests. Realizing 
such a possibility, the extent of the investigation depended very greatly on the 
ability of Dr. Ames, who alone cared for all the volunteer patients with the 
assistance of a nurse, Gustav E. Lambert, who was dubbed by the men as ‘“‘Ames’ 
Man Friday.” Lambert’s devotion, incidentally, to his former chief was without 
parallel, and you will note in the accompanying material letters from Mr. Lam- 
bert indicating the high regard in which he held Dr. Ames Lambert's name 
was added to the roll of honor in 1956, and a monthly pension approved for him. 
Since this time, he has worked unceusingly to have the name of Dr. Ames in- 
cluded. It is ironic, indeed, that the name of the nurse should appear on this 
honor roll, but that Dr. Ames’ name be excluded. 

Dr. Ames was considered an expert who had experience in epidemics and was 
known as one of the greatest yellow fever diagnosticians and therapeutists that 
ever lived. His service was rated most excellent and distinguished by his col- 
leagues. Dr. Truby, one of the Army doctors on duty at Columbia Barracks, 
Cuba, in 1900 when Dr. Reed began his history-making experiments at the hos- 
pital, reports that Dr. Ames was “one of the most capable of the doctors who 
were sent to Cuba under contract for this kind of service. He was usually right 
in his early diagnosis and had remarkable success in the treatment of yellow 
fever patients.” 

True, Dr. Ames was not among the volunteers in the yellow fever experiment, 
but we should bear in mind that he was the physician who cared for these volun- 
teers, and if but one had died, there would have been no more volunteers and the 
experiment would have been a failure. Yet all these years he has been denied 
the recognition given to those who took part in these experiments 


ASSISTANCE TO ScHOOLS OF Puspiic HEALTH 


Mr. Tuomas. Also we have received a letter and enclosure from Rep- 
resentative Boggs of Louisiana relating to assistance to schools of 
public health, which will be inserted in the record at this point. 

(The letter follows :) 

CONGRESS OF THE UNITED STATES, 
HouUsE OF REPRESENTATIVES, 
Washington, D.C., Pebruaru 28, 1959. 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Supplemental Appropriations, House Appropriations 
Committee, the Capitol, Washington, D.C. 

Dear Mr. CHAIRMAN: I understand that the proposed supplemental appropria- 
tions, 1959, contain an item of $500,000 to carry out the provisions of the Rhodes 
Act. which authorizes support for schools of public health in the country. 
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In this connection I am taking the liberty of calling to your attention the en- 
closed correspondence which was addressed to me on this subject by Dr. John 
p. Fox, director of the Division of Graduate Public Health of the Tulane Univer- 
sity School of Medicine, New Orleans, La. 

I trust the subcommittee will find this material helpful in their consideration 
of this item. 

With kindest regards, I am, 

Sincerely, 
HALE Boggs, 
Member of Congress. 


TULANE UNIVERSITY, 
ScHOOL or MEDICINE, 
New Orleans, La., December 30, 1958. 
Hon. HALE Boaes, 
House Office Building, 
Washington, D.C. 


Deak Mr. Boces: This letter is a followup on the telephone conversation which 
we had on December 26 in New Orleans. You will recall that I called to get 
your opinion as to the desirability of trying to bring the Louisiana delegation 
in the House of Representatives together in Washington early in the coming 
session so that I might meet with them to discuss the matter of Federal as- 
sistance to schools of public health, including in particular Tulane University. 
The situation, briefly, is as follows: During the last session of Congress there 
was passed the Rhodes Act, H.R. 11414, which provides on a short-term basis 
for desperately needed support for the 11 accredited schools of public health 
in this country of which Tulane University is one. Unfortunately, the President 
signed this act after the House had completed action on the major appropria- 
tions bill and, although the Senate did include implementing appropriations in 
its appropriations bill, the compromise appropriations bill that emerged from 
the joint House-Senate committee did not make provision for funds to imple- 
ment the Rhodes Act. Our hope now is that funds for the balance of fiscal 
1959 may be included in a supplemental appropriations bill and that funds for 
fiscal 1960 will be included in the regular appropriations bill later in the ses- 
sion. As I told you, I have been in touch with Congressman Passman who is 
the Louisiana representative of the Appropriations Committee and it was his 
suggestion that some useful purpose might be served by my meeting with the 
entire Louisiana delegation. I respect your judgment that this will probably 
not be useful at the moment but I do hope that when and if you think that it 
may be useful you will advise me since I will be very happy to have this meet- 
ing. 

In order to provide you with the information which you requested I am en- 
closing with this letter a fact sheet prepared by the Association of Schools of 
Public Health. 

Before referring you to this fact sheet, I would like to point out that, be- 
cause of the very acute shortage of adequately trained personnel in the general 
field of public health, Congress authorized some 3 years ago a program of fed- 
erally sponsored traineeships in public health as an initial step to meet the prob- 
lem and also required that the Surgeon General of the Public Health Service con- 
vene this year a national conference to study the total problem of training in 
public health with a report to be delivered through the Surgeon General to Con- 
gress early in the next session. As a recruitment measure, the traineeship pro- 
gram was highly successful as reflected by the steadily increasing enrollment of 
students in the schools of public health. For the schools of public health, how- 
ever, this increased enrollment, especially in the past year or two, has made all 
the more acute the several problems of staff and facilities which have been with us 
for the previous years. In the expectation that the Rhodes Act would indeed 
be implemented by appropriation of funds, several schools, Tulane included, per- 
mitted such expansion of their enrollment in this present academic year that 
they are confronted with a serious problem of maintaining even the previous 
standards of training without the additional faculty which the Rhodes Act 
funds would have permitted and are certainly in no position to do anything 
to improve the level of training. 

The school of public health at Tulane was initiated by Tulane University 
through its school of medicine in 1947 in recognition of a regional responsibility 
since, except for North Carolina, there was and is no other school of public 
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health in the Southeastern United States. This function was inaugurated with 
no major outside support and was conducted through an existing department 
of the medical school, namely that of tropical medicine and public health. Bp. 
rollment has ranged from a low of 7 students to 37 students last year and 58 
this year. The faculty has been gradually augmented and, as of July 1, 1958 
the division of graduate public health with the medical school was created to 
provide a more appropriate entity for our school of public health. While we 
train a significant number of students from foreign countries who are prip. 
cipally interested in tropical public health, by far the greatest proportion of oyr 
students in the last few years have come from various parts of the United States 
but with an understandably greater concentration of students from Louisiang 
and other States such as Texas, Arkansas, Mississippi, Alabama, Florida, and 
Georgia in the Southeastern United States. 

The pertinent information relating to the Rhodes Act and to some extent to 
the general problem of training in public health is contained in the accompanying 
fact sheet. The most significant points are (1) that there still exists a critica] 
shortage of trained public health personnel which can only be resolved by improy- 
ing and expanding the facilities for this specialized training; (2) that the ip. 
adequacy of present financial support, which is particularly acute at Tulane, 
makes for relatively low salary levels in general, thereby making it difficult to 
recruit additional needed faculty and also even to retain some of those already 
present. Furthermore, there is complete lack of salary for key teaching posi- 
tions in such fields as radiologic health, maternal and child health, medical care 
administration, and public health nursing here at Tulane; and (3) because of the 
great differential between the actual costs of education and the amounts received 
in tuition, Tulane and the other schools of public heaith are in effect subsidizing 
public health training for the entire Nation. 

Finally, it might be pointed out that, as an indication of the great importance 
which Tulane University places on the development of adequate training facili- 
ties in the health field, it has just launched a long-term drive for major financial 
support with the first $16 million raised to be earmarked for improvement of the 
school of medicine including the division of graduate public health which ad- 
ministers our school of public health function. 

In conclusion I sincerely hope that you will do everything possible to give 
your support to implementation of the Rhodes Act, both in fiscal 1959, in the 
supplemental appropriations bill, if it be included there and also for fiscal 1960 
in the regular appropriations bill to be considered later. If there are any points 
which vou would like to have clarified or any further information which I ean 
give you, I certainly hope that you will not hesitate to write to me. 

Sincerely yours, 
JoHn P. Fox, M.D., 
Director, Division of Graduate Public Health. 


[Fact Sheet, the Rhodes Act, Public Law 85—544, 85th Cong., H.R. 11414] 


FEDERAL GRANTS FOR TRAINING OF PURLIC HEALTH PERSONNEL IN GRADUATE 
Scnoots oF Pustic HEALTH IN U.S. UNIVERSITIES 


1. H.R. 11414 was unanimously passed by the House and the Senate and 
signed by the President during the 2d session of the 85th Congress. 

2. The act authorizes a 2-year emergency program of training of public health 
personnel through grants up to $1 million in fiscal 1959 and in fiscal 1960 to the 
11 aceredited schools of public health. 

3. The bill was signed too late for funds to be included in the regular ap 
propriation for fiscal 1959. 

4. Because of the 2-year limitation, it is imperative that the funds authorized 
for fiscal 1959 be included in the first supplemental early in the 1st session of 
the 86th Congress. 

5. H.R. 11414 was sponsored in the House by Congressman George M. Rhodes, 
of Pennsylvania, and in the Senate by Senators Hill, Cooper, Ives, Kennedy, 
and McNamara. 
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6. The favorable record of support developed for the bill includes testimony 


can and statements of endorsement by organizations and individuals including the 
. Bn. following : es 

nd 58 Congressman John EK. Fogarty, of Rhode Island. 

1958, | Congressman lorbert H. Macdonald, of Massachusetts. 
ted to The AFL C1O. od 
le we American Dental Association. 

prin. American Hospital Association. 
of our American Municipal Association. 
States | American Parents Association. i 
isiana | American Public Health Association. 


Association of Schools of Public Health. 


Association of State and Territorial Health Officers. 
ent to | National Advisory Committee on Local Health Departments, National 
nying Health Council. 
“itical National Congress of Parents and Teachers. ’ 
:prov- Mr. Chester I, sarnard, former president, the Rockefeller Foundation. 
he in- Dx. Detlev W. Bronk, President, National Academy of Science and Rocke- 
nlane | feller Institute. : ' 
alt to Mr. Charles A. Coolidge, special assistant to the Secretary of Defense. 
ready Mr. Raymond B. Fosdick, former president, the Rockefeller foundation. 
posi- | Mr. Nelson A. Rockefeller, special assistant, Department of Defense ; 
| care | former special assistant to the President ; former Under Secretary, Depart- 
of the ment of Health, Education, and Welfare; former Coordinator of Inter- 
eived | American Affairs. : ' 
lizing | Dr. Howard A. Rusk, former Chairman, Health Resources Advisory Com- 
mittee, Office of Defense Mobilization. 
tance | Dr. Tom F. Whayne, former Chief of Preventive Medicine, Office of the 
Pacili. Surgeon General, U.S. Army; secretary-treasurer, American Board of Pre- 
ncial | ventive Medicine. ie , , 
of the Health officers of 35 States and Territories. ; 
bh ad- Deans of the 11 schools of public health and university presidents. 
Witnesses testifying favorably at the subcommittee hearing on the Rhodes bill 
- give included : : . 
n the | Dr. Gaylord W. Anderson, director, University of Minnesota School of 
1960 Public Health. : ‘ 
oints Dr. Leona Baumgartner, New York City health commissioner. 
I can Dr. Detley W. Bronk, president, National Academy of Science and the 
| Rockefeller Institute. 
Dr. Eugene Campbell, Chief, Public Health Division, International Coop- 
eration Administration, Department of State. 
Ith Dr. Vlado Getting, professor of public health administration, University 
, of Michigan School of Public Health; former commissioner of public health, 
Commonwealth of Massachusetts. 
Dr. Herman Hilleboe, commissioner of health, State of New York; presi- 
UATE dent, Association of State and Territorial Health Officers. 
Mr. Stuart Janney, vice president, board of trustees, Johns Hopkins 
d | University. 
= Mr. Lane Kirkland, assistant director, department of social security, 
— AFL cio (presenting statement for Mr. Andrew Biemiller, director, legisla- 
5 tha tive department, AFL-CIO). 


Dr. Hugh R. Leavell, assistant dean, Harvard University School of Public 
Health; former president, national health council, American Public Health 

rap | Association. 

Dr. Berwyn F. Mattison, executive secretary, American Public Health 


ge Association ; former secretary of health, Commonwealth of Pennsylvania. 
Dr. Thomas Parran, dean, University of Pittsburgh School of Public 

_ Health ; former Surgeon General of the U.S. Public Health Service. 
ailien Dr. Ernest L. Stebbins, director, School of Hygiene and Public Health, 
Johns Hopkins University; president, Association of Schools of Public 


Health. 

Brig. Gen. M. S. White, director, Medical Staffing and Education, Office 
of the Surgeon General, Department of the Air Force. 

Dr. C. L. Wilbar, Jr., secretary of health, Commonwealth of Pennsylvania. 
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PURPOSE OF THE RHODES ACT 

1. The Rhodes Act amended the Public Health Service Act—Section 314(¢)_ | 

2. Enabling the Surgeon General to make grants-in-aid for teaching purposes to 
graduate educational institutions which train personnel for public health work 
primarily in Federal, State, and local governments. 

3. Present law authorizes appropriation of $30 million annually to States for 
public health functions. 

4. Actual appropriations voted by Congress have been well under the $3 
million figure. 

5. The Rhodes amendment earmarks $1 million of the already authorized $39 
million in order to aid graduate schools which train physicians, nurses, anq 
other specialists for public service. 

6. There are 11 university schools of public health qualified to receive such aig. 


BACKGROUND 


1. There is a shortage of trained public health personnel in the United States 

(a) A 1951 study showed 3,200 budgeted, but unfilled positions in State and 
local health departments. 

(b) A 1953 study showed 1,720 additional public health physicians required to 
meet minimum standards (one public health physician per 50,000 population), 

(c) Local health officer positions were 30 percent vacant last year. 

(d@) Testimony of State and local health officers at the hearing on January 
29-30, 1958, confirmed the above shortage reports. ; 

2. The only source of trained public health physicians and other graduate 
health specialists is the 11 schools of public health in the following universities: 


California Michigan Puerto Rico 
Columbia Minnesota Tulane 
Harvard North Carolina Yale 

Johns Hopkins Pittsburgh 


3. Graduates of the schools of public health go into the publie service 


Of the 3,000 graduates in 1950-55—70 percent in Federal, State, and local 
service; 22 percent in voluntary health agencies; 8 percent in industrial health 
and other. 

4. The schools are not regional; they train personnel for service in all United 
States, Territories, and possessions and also in foreign countries. 

The 1950-55 graduates are employed—25 percent in State where attended 
school; 50 percent in other States; 25 percent in foreign countries. 


FINANCIAL ASPECTS 


1. The schools of public health need funds for teaching. 

(a) Tuition pays only 11 percent of the basic teaching budgets of the schools. 

(b) Research grants pay for research, not for teaching. 

(c) Teaching in the five public schools is supported mostly by State funds 
(California, Michigan, Minnesota, North Carolina, Puerto Rico). 

(d) Teaching in the six private schools is supported mainly by private funds. 

2. For lack of salaries, several key teaching positions are vacant in such 
important fields as radiological health, maternal and child health, medical care 
administration, public health nursing, and sanitary engineering. 

8. Training students for the public service costs the schools much more than 
they receive in tuition. 

(a) In effect, the States and universities which support the schools of public 
health are subsidizing public health training for the entire Nation. 

(b) The $1 million authorized by the Rhodes Act would be less than one-third 
of the difference between the cost to the schools and the tuition received for 
training students who have been sent to the schools this year by Federal, State, 
and local governments. 


Cost of Tuition 
Number of Government-sponsored students, 1957-58 training paid by Difference 
Government 


717. an hiesiaaiee A hes $3, 622, 000 $495, 000 $3, 127, 000 
DU tu. cian hihi ninlciondipenbinenwenacdnennase ‘ — (5, 052) (691) (4, 361) 
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SUMMARY 


514(¢). 1. The Rhodes Act amends the Public Health Service Act to enable the Sur- 
OSes to geon General to make grands-in-aid to schools of public health. 
2, Of the $30 million already authorized, the Rhodes Act earmarks $1 million 


1 work 
; for institutions training public health personnel for Federal, State and local 
tes for government service. 
| 8 There are 11 university graduate schools of public health qualified to 
ne $30 receive such aid. 

4. The amount of aid authorized ($1 million) is less than one-third of the 
ed $30 difference between cost to the schools and tuition received for training students 
s, and | eurrently enrolled under Government sponsorship. 

‘h aid, NATIONAL DerensE EpucaTion 

Mr. Tuomas. The Committee is in receipt of communications re- 
‘tates, garding the National Defense Education Act which will be inserted 
a | in the record at this point: 
red te (The matter referred to follows :) 
yn). THE AMERICAN PARENTS COMMITTEE, INC., 

Washington, D.C., March 4, 1959. 
nuary | Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Deficiency Appropriations, 
duate | House Appropriations Committee, 
ities ; The Capitol, Washington, D.C. 

Deak Mr. THomas: This letter is to urge your immediate and favorable 
consideration of two items in the deficiency appropriation bill now before your 
committee. We would prefer to present this evidence to you in person, but 
since quick action on the matter is so important we will not press to be heard. 
Will you insert this letter in the record of your hearings? 

local FUNDS ARE NEEDED FOR STUDENT LOANS 
ealth 

We urge you to recommend $4114 million for loans to needy college students 
hited | under title II of the National Defense Education Act. You know from the 

testimony of the HEW Department of the great and unexpected demand for 
nded loans. Applications for loan funds totaling over $62 million have already been 
received from some 1,227 colleges for the remainder of this academic year. 
Since the colleges must themselves put up 10 percent of the loan funds, it means 
that they would like to make almost $70 million available to students who 
need to borrow money at interest to complete their education. 

The Office of Education has only $6 million to allocate to the colleges because 

ools. that is all that was appropriated for title II by the last Congress. Colleges are 
complaining to their Congressmen because of insufficient allocations—yet there 
unds would be little cause for complaint if the full authorized amount of $47.5 million 
| could be made available. 
Inds. We cannot understand why the President requested only $24 million for the 
such student loan fund in the supplemental bill in light of the great need expressed 
care by the colleges. This is no gift or handout to students. There can be no fear 
| of raiding the U.S. Treasury because the loans will be repaid with interest. 
than We deplore the delay of this supplemental all along the line because the Nation 


needs desperately the brains and talents of the people who have applied for 
tblic loans. 


hird Consequently, we urge you to appropriate $4114 million for title II which, 
for with the $6 million appropriated last year, will make up the full amount author- 
rate, ized under the bill for 1959. 


CHILDREN’S LIVES DEPEND ON HEART SURGERY FUNDS 


We urge you to approve as quickly as possible the supplemental appropriation 
= of $114 million for life-saving surgery for children. You have learned from the 
representative of the Children’s Bureau, I hope, the need for these funds. Ap 
proximately 30,000 to 40,000 babies are born each year with congenital heart 
disease. The new surgical development which can restore to normal health 
thousands of these children is ‘open heart” surgery. The key equipment is a 
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complex heart pump which empties the blood from the heart while the operation 
is being performed. It is such an expensive operation that many families need 
help in meeting the costs. 

Since under the crippled children’s grant-in-aid program the States have to 
put up one-half the sum provided by the Federal Government—the approval of 
the supplemental request would result in an additional $2,250,000 for heart 


surgery. This amount could mean life instead of death to many hundreds of 
children. 

We think the administration delayed unduly the transmittal of these supple. 
mental requests to you. Time means a lot when students are trying to stay in 
college, and little children are dying for lack of heart surgery. 
will acts as quickly as possible. 

Sincerely, 


We hope yoy 


Mrs. ADA BARNETT StouGnu, Hvecutive Director. 


NATIONAL EDUCATION ASSOCIATION OF THE UNITED STATES, 
ASSOCIATION FOR HIGHER EDUCATION, 


Washington, D.C., March 6, 1959, 
Hon. ALBERT THOMAS, 


Chairman, Subcommittee on Supplemental Appropriations, Committee on Appro- 
priations, House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: By direction of the Executive Committee of the 
Association for Higher Education, a department of the National Education Asgo- 
ciation, and in response to resolutions adopted on March 4 in Chicago by the 
14th National Conference on Higher Education, I am sending you a statement 
in support of the request of the U.S. Office of Education for a supplemental 
appropriation for the programs authorized by the National Defense Education 
Act of 1958 and for the expense of administering these programs. 

We world appreciate it if this statement could be included in the printed 
record of hearings on the pending supplemental appropriation bill. 

Yours truly, 
G. Kerry SmitH, Executive Secretary. 

P.S.—I am taking the liberty of sending a copy of this letter and the enclosed 
statement to the other members. 


G. K.S§. 


STATEMENT SUBMITTED FOR THE ASSOCIATION FOR HIGHER EpucATIon (NEA) 10 
THE SUBCOMMITTEE ON SUPPLEMENTAL APPROPRIATIONS OF THE COMMITTEE ON 
APPROPRIATIONS OF THE U.S. House oF REPRESENTATIVES MARCH 6, 1959 


The Association for Higher Education, a department of the National Educa- 
tion Association, represents some 16,000 individual faculty members, deans, and 
presidents in over 1,500 colleges and universities. 

On March 4, the 14th National Conference on Higher Education, meeting in 
Chicago and attended by approximately 1,200 representatives from public and 
private institutions of higher education, adopted the following resolution sup- 


porting additional funds for the programs authorized by the National Defense 
Education Act of 1958: 


THE NATIONAL DEFENSE EDUCATION ACT 


“A. The Fourteenth National Conference on Higher Education commends the 
Congress of the United States for its action in passing the National Defense Edu- 
cation Act and urgently recommends that the Congress appropriate the funds 
authorized by the act, and adequate funds for its administration by the Office 
of Education. We also commend the Office of Education for its efforts under 
adverse circumstances to implement this act.” 

This resolution was subsequently approved by the executive committee of 
AHE, thus making it an official policy statement of the Association for Higher 
Education. 
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The association appreciates fully the reasons why the initial appropriation by 
the 85th Congress of $40 million for the National Defense Education Act was 
far short of the $183.3 million authorized for that act in fiscal 1959. At that 
time, the act was so new that it was virtually impossible to estimate the demand 
for funds for the many different programs which it authorized. 

The subcommittee now has before it a supplemental request of $75.3 million 
which, if it were granted by Congress, would provide a total] of $115.3 million for 
fiseal 1959, an amount that is still several million dollars short of what has been 
authorized by action of the Congress. The subcommittee has had submitted to 
it data from the Office of Education of the Department of Health, Education, and 
Welfare indicating the demand for the various programs, a demand that in the 
case of the loan program authorized under title II or the fellowship program 
authorized by title IV exceeds the funds presently available or to be made avail- 
able by the proposed supplemental appropriation. 

The Association for Higher Education believes that the Office of Education 
has done a remarkable job of getting this complex act into effect within less 
thon 6 months from the day it was signed by the President. The U.S. Commis- 
sioner of Education, Dr. Lawrence G. Derthick, and his colleagues have sought 
the cooperation of representatives of higher education and have made every 
effort to keep the colleges and universities fully informed about the act and the 
steps necessary to administer it. In turn, the institutions of higher education 
of the United States have tried to estimate their needs realistically and to plan 
their programs so as to make possible the expansion of graduate education pro- 
pose! under title IV and the establishment of institutes to train guidance 
counselors and teachers of foreign languages. 

The operation of the NDEA program has now reached the point where the 
institutions of hig’er education cannot reasonably be expected to make further 
plans on these matters unless there is some possibility of their receiving funds 
for those programs of the NDEA in which they would wish to participate. Two 
examples will illustrate the type of problem which faces colleges and universities 
wishins to participate in the NDEA. Most institutions are now processing 
requests for student assistance for entering freshmen as well as for under- 
graduates already enro!led, with a view to the amount of assistance that will be 
neeled in the academic year 1959-60. Many institutions are also processing 
requests for assistance necessary to attend the summer session in 1959. Without 
some reasonable assurance that a supplemental appropriation will be available 
for loans under title II of the NDEA, these institutions cannot tell students 
what assistance, if any, they may expect to receive. 

Another illustration can be taken from the contract programs for institutes 
for guidance and in foreign language. Not every institution is staffed and 
equipped to offer specialized work in these two areas; nevertheless, there are 
many more institutions capable of offering such institutes that are now under 
contract. Institutes for guidance or for foreign language training cannot be 
planned and established overnight. As it is, the Association believes that those 
colleges and universities which have already received contracts for such insti- 
tutes or which have submitted proposals for negotiation have done a remarkable 
job of getting ready for programs to run during the summer of 1959. The sooner 
supplemental funds are made available, the better the institutions will be able 
to undertake guidance or foreign language training, and more teachers will 
receive training in them. 

The National Defense Education Act has a tremendous potential for good. 
It will stimulate new educational developments and will strengthen some special 
areas of education where further development needs to be encouraged. In 
establishing the NDEA, Congress placed great faith in the ability of college 
and universities to respond to the challenge of establishing new educational 
programs. On behalf of its members who administer and teach in these institu- 
tions of higher learning, the Association for Higher Education respectfully 
urges the Congress through this subcommittee of the House Committee on 
Appropriations, to appropirate the full amount of the supplemental funds re- 
quested by the President for the operation of the National Defense Education 
Act in the rest of fiscal year 1959. 


Mr. Tuomas. The following letters relating to National Defense 
Education Act and assistance to schools in federally impacted areas 
will be inserted in the record at this point. 
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(The letters follow :) 


University oF Missourl, 
OFFICE OF THE PRESIDENT, 
Columbia, February 14, 1959, 
Mr. Morcan MovutLper, 
House of Representatives, Washington, D.C. 


Dear Mr. Moutper: I have been greatly impressed by the importance of the 
National Defense Education Act and especially the value of title IV for graduate 
education throughout the United States. We have given a great deal of thought 
and effort to preparing the projects submited by the University of Missouri and 
are, of course, delighted that one of these has been approved. 

The fact that only $400,000 has been appropriated thus far for this program 
may make it impossible to realize the benefits of this legislation to any great 
extent until the fall of 1960. The President’s proposed supplemental appropira. 
tion of $4,500,000 can hardly be used this year unless made available within the 
next very few weeks. By April 1 most scholarships and fellowships are ap. 
nounced and commitments made. This leaves very little time to announce, secure 
applications, and award fellowships. 

If it is possible for you to do anything to expedite this appropriation, I want 
you to know how important we feel this is to higher education and to the 
University of Missouri and also how urgent the situation is. 

Cordially, 
ELMER BELLIs, 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D.C., February 20, 1959. 
Hon. ALBERT THOMAS, 
House of Representatives, 
Washington, D.C. 


Deak ALBERT: I understand that your subcommittee will begin hearings next 
Monday on deficiency appropriations. 

I hope the committee will see fit to include some funds for federally impacted 
school districts. The amount appropriated last year was not sufficient to pay 
the school systems the full amount to which they were entitled under Public 
Law 874, 8ist Congress. Columbia, McDuffie, and Richmond Counties in the 
10th District of Georgia will lose about 15 percent of their entitled funds unless 
there is a supplemental appropriation, and this is true of other counties 
similarly situated. 

Sincerely yours, 
PAUL BROWN. 


FEBRUARY 10, 1959. 
Hon. JOHN DINGELL, 
House of Representatives, 
Washington, D.C. 


Dear JOHN: Have your request of February 9, 1959, for consideration of a 
supplemental appropriation for Public Laws 815 and 874. 
Any request is a command as far as I am concerned and am immediately 
referring your letter to the committee having jurisdiction of the subject. 
With kindest regards and best wishes. 
Your friend, 


CONGRESS OF THE UNITED STATES, 
HousE OF REPRESENTATIVES, 
Washington, D.C., February 9, 1959. 
Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
House of Representatives, Washington, D.C. 


DEAR Mr. CHAIRMAN: Enclosed please find a copy of a letter from the 
Honorable Lynn M. Bartlett, superintendent of the Michigan Department of 
Public Instruction. 

Mr. Bartlett urges that the full amount of the supplemental appropriation for 
Public Laws 815 and 874 be made. Naturally, I support fully the position of 
Mr. Bartlett. I hope that this letter and that of Michigan’s superintendent of 
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public instruction will be included in the record of hearings on Public Laws 815 
and 874. 
With kindest personal regards. 
Sincerely, 
JoHN D. DINGELL, 
Member of Congress. 


MICHIGAN DEPARTMENT OF PUBLIC INSTRUCTION, 
Lansing, February 6, 1959. 
Hon. JoHN D. DINGELL, 
Representative in Congress, 
Washington, D.C. 

Deak Mr. DINGELL: Will you kindly consider contacting any members of the 
House Appropriations Committee regarding a supplemental appropriation for 
Public Laws 815 and 874? 

During the past’several years Michigan has benefited to a great extent through 
the assistance provided by these laws in our federally impacted areas. 

At the present time we have a number of schools that will lose their priority 
pecause of insufficient funds. It is of great importance to the children living 
in these districts that they be furnished adequate facilities and operating money. 

Sincerely yours, 
LYNN M. BARTLETT. 


ASSISTANCE TO SCHOOLS IN FEDERALLY Iwpacrep AREAS 
WITNESS 


HON. BOB WILSON, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF CALIFORNIA 


Mr. Tuomas. Our colleague, Representative Wilson of California, 
has a statement for us at this time. 

Mr. Witson. Mr. Chairman and members of the committee, San 
Diego County school districts are today faced with a problem which 
can have a drastic effect on their operation if this committee fails to 
take positive action on a supplemental appropriation required for 
operation under Public Law 874. 

You will recall that an amount of some $149 million was authorized 
by the Congress last year for the conduct of school districts affected 
by the impact of the Federal Government. As a result of action by 
the conference committee, this authorization was reduced to an appro- 
priation of $130 million, which will result in school districts suffering 
a loss of some 15 percent in their budgeted programs. Due to the 
advanced budgeting plan of our school districts, this money was 
counted upon in planning their programs. Now we are to a point 
where these moneys will be required in order to continue with the 
operation planned in each school district. 

In my own district, the Federal Government owns and/or controls 
some 52 percent of the district. The Federal Government, rightfully 
so, must carry its fair share of the tax load. The citizens of these 
particular school districts are taxed to capacity today. It is unreason- 
able for us to require that these citizens subsidize the operation of 
schools when such schools are necessary only because of the impact 
that increased Federal activity has made on the local school system. 

May I urge you, Mr. Chairman, and the members of this committee, 
to look with favor on adding a supplemental appropriation of ap- 
proximately $20 million for the Office of Education, Department of 
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Health, Education, and Welfare, for use as maintenance and operation 
funds under Public Law 874, which authorizes Federal aid to impacted 
school districts. 

Mr. Tuomas. Thank you, Mr. Wilson. 


ASSISTANCE TO ScHOOLS IN FEDERALLY Impacrep AREAS 
WITNESS 


HON. JAMES C. OLIVER, A REPRESENTATIVE IN CONGRESS FROx 
THE STATE OF MAINE 


Mr. Tuomas. Our next witness is Representative Oliver of Maine, 

Mr. Ouiver. Mr. Chairman, I appreciate the opportunity to express 
to you and the members of your committee the reactions which have 
been voiced by superintendents of schools in my district. These su. 
perintendents represent communities which will be most detrimentally 
affected if the reduction of appropriations for the balance of fiscal 
year 1959 under Public Laws 815 and 874 is not restored. It is ob- 
vious that the added costs caused by school-age children of military 
personnel has seriously increased financial burdens to certain school 
systems. 

I feel that the impact of these dependents on the local school Sys- 
tems must be met by the Federal Government. I know, Mr. Chair- 
man, that you and your associates are deeply concerned about any 
increase in appropriations; but, it seems to me that there is only one 
course and that is to supply the necessary funds to take care of this 
obligation. 

For the record and for your information, I am listing herewith the 
remarks and comments which come most sincerely from those super- 
intendents charged with the responsibility of furnishing educational 
facilities to the entire school population of these various towns. 

Cecil J. Cutts, Saco: “I would say at this time that we cannot main- 
tain minimum standards without 100 percent subsidy for 1959.” 

Gwyeth T. Smith, Topsham: “Financially, the town of Topsham is 
in no position to build such an addition as we are planning because 
with such a building program the town woud exceed its legal bor- 
rowing capacity.” 

Wayne ie. Roberts, South Portland: “Loss of Public Law 874 funds 
would have meant approximately a dollar on the tax rate. However, 
even with these funds the city bears more than half the cost of educat- 
ing the pupils.” 

Loring R. Additon, Bath: “It would certainly be a tremendous blow 
to lose even a few thousand dollars of Federal funds because of the 
neglect to meet the obligations at that level.” 

Joseph J. Petroski, Sanford: “In view of the current high costs in 
education and the increasing difficulty in raising additional funds 
especially through the real estate tax, the above loss of revenue would 
create a most serious problem for Sanford.” 

Jasper F. Crouse, Brunswick: “It would certainly prove very em- 
barrassing to us to experience a cutback in Public Law 874 and 815 
os 
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Lloyd D. Hatfield, associate superintendent, York: “This would 
mean ending the year with a deficit, if we only receive 85 percent of 
entitlement (under Public Law 874).” 

Hubert E. Redding, School Union No. 5 (Berwick, Eliot, Lebanon, 
and South Berwick) : “Is this brief report not enough to prove that 
the Eliot School Department is in no condition to stand a reduction 
of funds under Public Laws 815 and 874? Actually, the Federal ap- 

ropriations of these two laws should be increased.” 

Charles Puffer, Kittery: “It seems only fair to us in Kittery that 
the Federal Government should assist to the extent contemplated in 
the law toward meeting current costs of education and building class- 
rooms in our town.” 

Mr. Tuomas. Thank you, Mr. Oliver. 


ASSISTANCE TO SCHOOLS IN FEDERALLY ImpacrepD AREAS 


STATEMENT OF HON. CLEVELAND M, BAILEY OF WEST VIRGINIA 


Mr. Tuomas. The committee has received from Representative 
Bailey of West Virginia a statement urging support of funds to im- 
plement Public Laws 815 and 874. His statement will be made a part 
of the record at this point. 

(The statement referred to follows :) 


Hon. ALBERT THOMAS, 
Chairman, Deficiency Appropriations Subcommittee, Appropriations Committee, 
House of Representatives, Washington, D.C. 

DEAR CHAIRMAN THOMAS: Some days ago, I appeared before your subcom- 
mittee with the request that the items in the current budget needed to implement 
Public Laws 815 and 874, as amended by the 85th Congress, be further supple- 
mented by adding $10 million for construction (Public Law 815) and $20 million 
for maintenance and operation (Public Law 874). 

The 85th Congress materially changed both of these laws. The action came too 
late for consideration of your Appropriations Committee. The present items in 
the current budget are $50 million for construction (Public Law 815) and $129 
million for maintenance and operation (Public Law 874). The requests are for 
$62,500,000 for Public Law 815 and $149 million for Public Law 874. 

I advised your committee that I was speaking for some 134 Congressmen 
whose districts will be vitally affected unless this supplemental appropriation 
is approved. 

As the original sponsor of this legislation in 1950, my office is being flooded by 
requests that your subcommittee consider favorably these two supplemental items 
in order that the Government can carry out its commitments made to some 3,300 
local school districts. They budgeted on the basis of the Government allotments, 
and now find themselves running deficits because of the failure of the Govern- 
ment to follow through with appropriations sufficient to cover the allotments 
made to the school boards prior to the setting up of their current budget. 

Should your subcommittee act favorably on this proposal, the item in your 
supplemental report should read as follows: 


“HEALTH, EDUCATION, AND WELFARE 


“(1) To implement Public Law 815 for construction as amended by the 85th 
Congress, $10 million. 


“(2) To supplement Public Law 874 for maintenance and operation as amended 
by the 85th Congress, $20 million.” 

This item should appear along with your recommendations for supplemental 
appropriations to implement Public Law 864, the National Defense Education 
Act of 1958. 


Sincerely yours, ; 
CLEVELAND M, BAILEY. 
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